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i. Economic activity is expected to accelerate 
somewhat in 2013 and 2014, driven by increased 
public investment and some positive spillovers 
from the Syrian conflict though significant risks 
exist. Real GDP growth rate, after expanding by 2.7 
percent in 2012, is forecast to rise to 3.1 percent 
this year and 3.5 percent in 2014. Government 
capital spending is projected to rise, bolstering 
public investment (largely financed by GCC grants), 
while private consumption is supported by the large 
influx of Syrian refugees. Sectorally, manufacturing 
and services lead growth, while agriculture is 
negatively impacted by the Syrian war. Given 
Jordan’s low employment elasticity to growth and 
high labor force growth due to a young population, 
the unemployment rate has remained elevated at 14 
percent. 

ii. After a difficult year in 2012, economic 
and financial indicators improved in 2013 though 
challenges and weaknesses remain, in particular 
the country’s large twin deficits. External financing, 
including the GCC grant and the World Bank and 
IMF loans, helped secure the balance in 2013. A 
significant increase in foreign grants helped finance 
a budget deficit of 10 percent of GDP. Pressure 
on foreign reserves has also eased. By June 2013, 
foreign reserves reached $10.7 billion, equivalent to 
6.1 months of goods imports, marking an increase 
of 35.8 percent from the beginning of the year. The 
easing of pressures is also reflected in a declining 
dollarization rate of deposits to 21.3 percent by 
June 2013, compared to a high of 25.4 percent in 
November 2012. This has allowed the central bank 
to cut policy rates by 25 basis points in early August, 
with a view to encourage private lending and boost 
growth. 

iii. Regional events continue to pose 
significant downside risk to Jordan. According 
to the UNHCR, over half a million Syrian refugees 
have entered the country. The impact of a worsening 
of the Syrian crisis would affect Jordan through 
additional spending pressure on public goods and 
services; a potential increase in social tensions and 
a potential deterioration of the security situation. 

Additionally, deterioration in Egypt could impact 
through further disruptions in the supply of Egyptian 
gas, aggravating the balance of payments. For the 
same reason, as a large net oil importer, Jordan 
would be negatively affected by large increases in 
oil prices. Implementation of the three year IMF SBA 
program remains critical to limit downside risks. 
However, in light of the regional and local pressures, 
and notwithstanding the successful implementation 
of the fuel subsidies reform, further economic 
reforms, especially those related to utility tariffs, 
remain politically and socially difficult.

iv. Jordan’s welcomed decision to allow 
refugees to access basic services has generated 
large direct fiscal costs. A Special Focus provides 
quantified estimates of the costs of some of the most 
significant services provided to the refugees - drugs 
and vaccines administered and bread and LPG fuel 
subsidy programs - for the period 2012-2014. We 
find that drugs and vaccines are projected to cost 
the Jordanian budget USD 71.5 million, while the 
cost to the bread and LPG subsidy programs due to 
increased demand by the refugees are $55 million 
and $24.9 million, respectively.

v. Transient poverty in Jordan affects a large 
segment of the population. A Special Focus assesses 
transient poverty in Jordan. While annual official 
estimates specify that 14.4 percent of the population 
lived in poverty during 2010, a within-year profile 
of poverty, however, indicates that a third of the 
population in Jordan lives below the poverty line in 
at least one quarter of the year. In other words, 18.6 
percent of the population, including some lower-
middle and middle income households, registers 
as non-poor based on annual poverty estimates but 
experiences spells of poverty during the year. 
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Output and Demand
1. Jordan has suffered two successive 
external shocks that have altered the growth 
trajectory of the economy. The global financial 
crisis and the ensuing global recession were quickly 
followed by the Arab uprisings that started at the 
beginning of 2011. Subsequently, tepid growth and 
a rising current account deficit led to stresses in the 
balance of payments and the fiscal account. Growth 
over the past few years has been far below the 6.6 
percent average achieved during the pre-crises 
period of 2000-2008 (Figure 1). Headwind in 2012 
and 2013 has also stemmed from the onset of a 
large fiscal consolidation program that is associated 
with the IMF Stand-by-Arrangement (SBA).

2. Real GDP growth has picked up speed 
since H2 2012, albeit with pauses along the 
way. One such pose occurred in Q2 2013 due to a 
surprising weakness in wholesale trade and retail. 
This weakness contradicted expectations of more 
robust activity in this sector due to the influx of 
Syrian refugees, whose consumption has managed 
to boost other sectors. As a result, real GDP growth 
in Q2 was weaker-than-expected at 3.5 percent (qoq, 
seasonally adjusted annualized rate), unchanged 
from the previous quarter (Figure 2). This was led by 
financial services, as well as sectors affected by private 

demand, such as construction and manufacturing. 
The first largely follows its own trend for the past 
few years, while the latter sectors are subject to a 
refugee-induced increase in demand, which has 
also boosted transport and communications. In Q2 
2013, mining and quarrying also began a recovery 
from a negative trend that has been in effect 
for a year due to disruptions and administrative 
difficulties in the potash sector. Large losses in 
potash output were incurred as a result of strikes 
over workers’ compensation. In addition, there was 
a change in the administration of Jordan Phosphate 
Mines Company (JPMC), with the former chairman, 
Walid Kurdi being tried on corruption issues. 
Agricultural output has been negatively impacted by 
the conflict in Syria, as agricultural export routes (to 
Lebanon, Turkey and Europe) are being disrupted. 
Additionally, electricity generation is projected to 
decline this year. The Jordanian government, forced 
by large losses in the national electricity company, 
has implemented a plan for electricity rationing 
in the country. During the first half of 2013, the 
contribution of finance and insurance, transport and 
communications, construction and domestic trade 
to real GDP growth was 0.6 percent, 0.5 percent, 0.4 
percent and 0.3 percent, respectively, while that in 
mining and quarrying was -0.1 percent. Agriculture 
and electricity did not contribute to real GDP growth 
during that period (Figure 3).

RECENT ECONOMIC AND 
POLICY DEVELOPMENTS

FIGURE 1. Growth trajectory significantly affected 
by external shocks

Source: Department of Statistics and World Bank staff calculations

FIGURE 2.  GDP growth accelerates
since H2 2012.

Source: Department of Statistics and World Bank calculations
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3. On the expenditure side, real GDP growth 
is being led by private demand and public 
investment (Figure 4). Private demand is supported 
by the influx of Syrian refugees. Consumption by 
Jordanians is also robust as is evident by almost 
13 percent (yoy) rise in personal loans for the year 
through May. With the government significantly 
increasing capital expenditures, public investment 
was a positive contributor to real GDP growth for 
the first half of 2013, after weighing it down in 
2012. For the first five months of this year, capital 
spending rose by 79 percent. Private investment, 
on the other hand, remains subdued as investor 
sentiment continues to be cautious in light of the 
regional turmoil. Net exports have performed badly 
during the first half of 2013 caused by disruptions 
in Potash production and the loss of Syrian export 
routes. This has more than offset a cut in energy 
imports. Improved supply of Egyptian gas in the first 
half of the year has allowed Jordan to cut its imports 
of other more expensive fuels for power generation. 
However, a gas pipeline explosion on the Egyptian 
side in early July cut off supply for a few months and 
the potential for more disruptions poses downside 
risk for the rest of 2013. Public consumption was 
also a negative contributor to real GDP growth 
during H1 2013, as fiscal consolidation measures 
take hold

Labor and Employment 
4. Unemployment in Jordan is the highest 
it has been in four years. The unemployment rate 
has fluctuated somewhat, first deteriorating from 
12.5 percent at end-2012 to 12.8 percent in the first 
quarter of 2013, but then falling back to 12.6 percent 
in the second quarter. In the third quarter, however, 
the unemployment rate has shot up to 14 percent, 
the highest it has been since Q3 2009 (Figure 5). 
While it is difficult to identify a unique culprit for 
this surge, it is likely that many Jordanians are being 
crowded out from the unskilled labor sector by the 
Syrian refugees. In addition, the fiscal consolidation 
program might be inhibiting the absorption of new 
labor force entrants into the public sector, the 
dominating source of employment in the country. 
The   highest rate of unemployment in the third quarter 
was recorded in the age group 15-19 and 20-24 
years by 37.9 percent and 34.9 percent respectively. 
Geographically, Aqaba recorded the highest rate of 
unemployment at 20.3 percent in the same quarter, 
indicating that prolonged sluggishness in tourism is 
causing layoffs in the sector.

5. Jordan’s policy on employment is derived 
from its National Employment Strategy (NES) 2011-
2020. The strategy (Box 1) identifies action plans 
along the three time horizons: the short-term (2014), 
medium-term (2017) and long-term (2020). Notable 
among those is the gradual supplanting of foreign 
labor with national labor, supporting workers’ rights 
and encouraging tripartite dialogue. In addition, the 

FIGURE 3. Services and industry were the main drivers 
of growth private. 

Source: Ministry of Finance, World Bank Staff Calculations.

FIGURE 4.  Demand and government spending 
largely supported growth.

Source: Department of Statstics, World Bank Staff Calculations.
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NES addresses labor market segmentation along two 
dimensions. The first is gender based where female 
participation in Jordan is the lowest in the region. 
The second exists between public sector and private 
sector employment. Distorting incentives, such as 
job security, benefits and working conditions act as 
biases for the public sector. Youth employment is 
specifically targeted through the Jordan Job Compact 
(JJC) initiative. This initiative aims to assist unskilled, 
semi-skilled and skilled youths to find jobs through 
a combination of training, stimulus packages to 
employers and small and medium enterprise finance. 
In 2013, the government began the implementation 
of the JJC in partnership with private sector, NGOs 
and government agencies.

External Position
6. Energy imports are shrinking in 2013, 
despite interruptions of Egyptian gas supply in 
July. Until July, Egyptian gas supply rates were on 
average double what they were in 2012, allowing 
Jordan to import less crude oil and petroleum 
products for the purpose of power generation. As a 
result, energy imports dropped by 27 percent during 
the first half of 2013. However, gas supply was 
severely interrupted on July 7 when militants in the 
Sinai Peninsula attacked the pipeline with explosives. 
This will increase energy imports in the latter half 
of year, but for the whole year, energy imports 
are still expected to decline. Increased demand for 
consumption goods by Syrian refugees are being 
reflected in higher imports of manufactured goods 
and beverages and tobacco. Exports are projected to 
be subdued in 2013 as a result of the disruptions of 

  BOX 1. Three Horizons/Ten Actions of the National Employment Strategy

i) Short Term Impact (2014): Start Absorbing the Unemployed 
a. Committing to a Predictable Foreign Labor Policy and Management 
b. Expanding Micro and SMEs Access to Credit 
c. Evaluating and Then Scaling Up Active Labor Market Programs with a Proven Record 
d. Curtailing Public Sector Employment and Aligning Wage Structures 

ii) Medium Term Impact (2017): Better Skill Matching and Micro and SME Growth 
a. Scaling up School-to-Work Transition Programs 
b. Reforming the Employment, Technical and Vocational Training (ETVET) Sector 
c. Introducing Health Insurance Benefits and Expanding Social Security Coverage to SMEs 

iii) Long Term Impact (2020): Increased Productivity through Human Capital and Economic Restructuring 
a. Investing in the Future through Early Childhood Education 
b. Pursuing Sustainable Fiscal and Monetary Policies for Economic Growth with Job Creation 
c. Developing Industrial and Investment Policies towards Economic Growth with Job Creation 

FIGURE 5. Persistently high unemployment rate

Source: Department of Statistics and World Bank staff calculations

FIGURE 6.  Trade deficit is expected to shrink in 2013

Source: Central Bank of Jordan, World Bank staff calculations
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output in the Potash industry and the inaccessibility 
of the Syrian export routes. Overall, the trade deficit 
is forecast to decline modestly (Figure 6). 

7. Improvements in the balance of payments 
relieve pressures on net international reserves (NIR) 
of the Central Bank of Jordan. Official transfers in 
2013 are expected to increase significantly, allowing 
the current account to drop to 11 percent of GDP, 
from 18 percent of GDP in 2012 (Figure 7). Jordan 
has already received $1.25 billion in grants from 
the GCC this year and has also been allocated $150 
million in an emergency loan by the World Bank to 
help meet the surging costs associated with hosting 
the Syrian refugees. In addition, and assuming the 
second SBA review is ultimately successful, Jordan 
will receive $775 million from the IMF also this 
year. Furthermore, the government is exploring the 
possibility of issuing up to $1.5 billion in Eurobonds 
to finance both its fiscal and external needs, 
benefitting from a US Treasury guarantee on $1.25 
billion worth of Eurobonds. As a result, foreign 
reserves grew by 35.8 percent in the year to June, 
reaching $10.7 billion, equivalent to 6.1 months of 
goods imports (Figure 8). 

8. A large fall in net foreign assets of licensed 
banks’ weakens their ability to absorb significant 
exogenous shocks. As a result of exchange rate 
uncertainty earlier in 2013, there were large declines 
in the foreign asset position of commercial banks, 
coupled with an increase in foreign liabilities. As a 
result, banks’ net foreign asset position went from 
a surplus of $743 million in end-2012 to a deficit 

of $913 million by June 2013. Improving balance 
of payments and the easing of exchange market 
pressures are expected to reverse this dynamic.

Monetary Policy and 
Finance
9. A decrease in policy rates signals the easing 
of exchange market pressures. Since the beginning of 
the year, the Central Bank of Jordan (CBJ) cut its key 
policy rate twice, by 25 basis points (bps) each time 
on August 6 and October 22, i n order to stimulate 
lending to the private sector and boost economic 
growth. This marks a turnaround in the monetary 
stance, compared to 2012 when policy rates were 
hiked in response to falling foreign reserves and 
exchange rate uncertainty that persisted through 

FIGURE 7.  Current account deficit shrank during the 
first half of 2013.

Source: Central Bank of Jordan, World Bank staff calculations

FIGURE 8.  The Central Bank Net Reserves increased 
during the first half of 2013.

Source: Central Bank of Jordan, World Bank staff calculations

FIGURE 9. The rise in interest rates at the end of 2012…

Source: Central Bank of Jordan, World Bank staff calculations
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early 2013 (overnight deposit window rates rose by 
175 bps in 2012) (Figure 9). The easing of pressures 
is further reflected in a declining dollarization rate 
of deposits, which fell to 21.3 percent in June 2013, 
compared to a high of 25.4 percent in November 
2012 (Figure 10). 

10. Abundant external financing reduces the 
need for domestic borrowing, leading to an easing 
in tight liquidity conditions. This easing primarily 
concentrated on domestic borrowing conditions 
for the government whose Treasury (three-year) 
bond rate decreased from 8.6 percent in end-2012 
to 6.5 percent in May 2013. Furthermore, money 
supply (M2) in August was $38.3 billion, marking a 
year-on-year increase of 8.1 percent and mirroring 
the relaxed liquidity conditions as well as a pick-
up in core inflation. In addition, commercial banks 
managed to expand their balance sheets despite 
significant declines in their foreign asset position. 

This was driven by domestic assets, which increased 
by 7 percent in the year to June, divided equally 
between claims on public sector, claims on private 
sector, reserves and JD deposits in the CBJ.

11. The inflationary pass-through effects of the 
fuel subsidy removal are waning. The 12-month 
inflation rate rose to a high of 7.8 percent in 
February, led by surging transportation costs caused 
by the removal of the fuel subsidy, and to a lesser 
extent by higher food prices. By August, however, it 
declined to 5 percent, signaling the waning of these 
pass-through effects (Figure 11). The CPI inflation 
averaged 6.4 percent during the first seven months 
of 2013, up from an average of 4 percent during the 
same period in 2012. 

FIGURE 10.  ...helped reducing the dollarization rate.

Source: Central Bank of Jordan, World Bank staff calculations

FIGURE 11.   Starting Q2-2013, a declining trend is 
observed in headline and core inflation.

Source: Central Bank of Jordan, World Bank staff calculations

FIGURE 13.   Debt to GDP ratio is expected to 
continue increasing in 2013.

Source: Ministry of Finance, World Bank staff calculations

FIGURE 12.   The Fiscal Deficit widened during 
the first half of 2103.

Source: Ministry of Finance, World Bank staff calculations
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Fiscal Policy
12. Large GCC grants in 2013 provided 
temporary relief from prolonged fiscal difficulties. 
Excluding grants, Jordan’s government deficit 
widened slightly compared to 2012, to 10 percent 
of GDP (Figure 12). Largely GCC-sourced, grants 
are expected to reach about 4 percent of GDP in 
2013, compared to 1.5 percent in 2012. The tax 
and nontax efforts are expected to remain stable, 
so that total domestic revenue are projected to 
remain largley unchanged at 21.6 percent of GDP 
in 2013. Sluggish economic growth since the onset 
of the global financial crisis has softened domestic 
revenues, which have contracted from an average of 
27 percent of GDP during the period of 2000-2008. 
On the expenditure side, the government is boosting 
capital spending to a projected 5.1 percent of GDP 
this year, compared to 3.1 percent in 2012. This 
is expected to offset a decline in current spending 
to around 26.5 percent of GDP, from 28 percent a 
year earlier, leaving total expenditures also largely 
unchanged at 31.6 percent of GDP. 

13. In 2012, Jordan began implementing a 
fiscal consolidation program with the support 
of an IMF SBA program. This program included a 
number of measures on the revenue side, including 
the removal of tax exemptions on real estate 
transactions, the cancellation of several exemptions 
on sales tax. The bulk of the program, however, 
was on the expenditure side, targetting purchases 
of goods and services, capital spending and military 
expenditures. Subsidies on petroleum products 
were also broadly eliminated in November with the 
exception of LPG cylinders for private consumption 
(rising fuel prices have also generated increased tax 
receipts for the government). These were replaced 
with an annual cash transfer to each household 
earning less than JD10,000 annually, in the amount 
of JD70 per household member for a maximum of 
six members. However, no transfer will be made if 
the price of oil is below $100 per barrel. In regard 
to electricity tarrif reforms, the government began 
by raising tarrifs on select businesses this year but 
has postponed substantial and more widespread 
increases. 

14. Losses in the National Electric Power 
Company (NEPCO) weigh heavily on the country’s 
public finances. Interruptions in the gas supplies 
from Egypt have forced Jordan to run its (gas-
designed) power plants on diesel oil instead, which 
is a less efficient and more costly process. The 
government’s decision not to pass-through these 
higher input costs to final consumers has resulted 
in a significant increase in NEPCO’s operational 
costs. Consequently, NEPCO has been running 
deficits estimated to be around 5 percent of GDP 
in 2011 and 2012 and financed by borrowing under 
a government guarantee. Financing these deficits 
initially did not directly impact the budget, but since 
2013, the central government has directly paid 
NEPCO debt servicing costs. Nonetheless, NEPCO’s 
debt, as it is sovereign guaranteed, is entirely 
accounted for in Jordan’s public debt stock, which 
includes government–guaranteed debt. As a result, 
gross public debt and gross financing needs have 
risen rapidly. Gross public debt is projected to reach 
around 83 percent of GDP at end-2013, compared to 
80 percent of GDP end-2012, and 71 percent of GDP 
end-2011 (Figure 13). Over 70 percent of this debt 
is domestic, allowing some flexibility to supplant 
domestic with external financing. Toward that end, 
the US and Jordan signed on August 14, 2013 a loan 
guarantee permitting Jordan to issue $1.25 billion of 
Eurobonds in international markets with a maturity 
of 7 years. The US Treasury guarantee is expected to 
help Jordan borrow at low interest rates, close to the 
US’ own borrowing rates.
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PROSPECTS
15. Growth for 2013 and 2014 is projected 
to accelerate mildly, to 3.1 and 3.5 percent, 
respectively, due to robust public investment and 
private consumption. The former is a result of higher 
government capital expenditures, largely financed 
by the five-year, $5 billion GCC grant, allocations 
of which began arriving this year. GCC grants are 
project-specific and based on bilateral agreements, 
funding large developments such as LNG terminals 
and railway linkages to the GCC. Hence, the 
government does not have the flexibility to divert 
capital expenditures toward current expenditures 
as has been the case in the past. As such, public 
investment is projected to be significantly larger in 
the next couple of years. Moreover, a significant 
withdrawal of Syrian refugees is not expected 
over the short- to medium-term, keeping private 
consumption buoyant. As a result, real GDP growth 
is projected to reach 3.1 percent in 2013, and to 
further expand to 3.5 percent in 2014. Growth in 
2013 has been revised down from 3.3 percent in 
our Spring 2013 Jordan Economic Monitor due to 
weaker-than-expected second quarter GDP growth. 

16. Balance of payments stresses have eased 
thanks in large part to foreign grants that helped 
narrow the twin deficits. External financing will 
continue to be vital in the medium term to meet 
fiscal and balance of payments needs, and the 
absence of such financing will result in the erosion 
of foreign exchange reserves and possibly currency 
devaluation. This supplements long running structural 
vulnerabilities that include high unemployment and 
persistent fiscal deficits with a chronic dependence 
on foreign grants. The structural problems are 
expected to remain. However, the World Bank and 
IMF loans, and more crucially, the $5 billion GCC 
grant should provide Jordan with some buffer to 
partially offset the external shocks.

17. The regional turmoil in general and 
Syria’s conflict in particular, remains Jordan’s 
most significant short-term challenge. A derivative 
of that has been the large influx of Syrian refugees 
across the border. The most recent UN Refugee 
Agency (UNHCR) estimates the number at over a 

half a million refugees, equivalent to over 8 percent 
of the population. This, however, understates 
actual numbers. Many others have integrated into 
Jordanian urban centers, fending for themselves. In 
the labor sector, Syrians are supplanting local labor 
and wages are being bid downwards. The fiscal 
costs are unknown at this point and are associated 
with housing needs, cost of power generation 
(which is subsidized), larger food subsidies and 
additional social costs, especially regarding health 
and education. 

18. Diversifying Jordan’s energy supply is 
critical to building resiliency and improving 
the country’s balance of payments and public 
finances. An immediate priority during this reprieve 
would be to establish alternative sources of energy. 
Political instability in Egypt and Egypt’s growing need 
for gas are likely to be long-term factors that could 
impact the delivery of gas to Jordan. To diversify its 
energy input sources, the authorities in Jordan have 
announced plans for an LNG terminal in the city 
of Aqaba by the Red Sea. Additionally, Jordan and 
Iraq announced plans to build oil and gas pipelines 
from Basra, the main oil-producing region in the 
south of Iraq, to Aqaba. For Iraq, this will provide 
an alternative export route to the Strait of Hormuz, 
which is highly exposed to geopolitical risks. These 
projects require large investments in infrastructure 
and some time to implement, for which the IMF loan 
and the GCC grant create space.
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IMPACT OF SYRIAN CRISIS 
ON JORDAN’S HEALTH 
SECTOR AND SUBSIDIES
19. The large influx of Syrian refugees into 
Jordan, currently at over 8 percent of the Jordanian 
population, is having a significant and palpable socio-
economic impact. Jordan’s open door policy and the 
authority’s generous decision to allow the refugees 
access to basic services rendered to nationals have 
generated large direct fiscal costs. This Special 
Focus provides quantified estimates of the cost of 
some of the most significant services provided to 
the refugees—drugs and vaccines administered 
and bread and LPG fuel subsidy programs—for the 
period 2012-2014. We find that drugs and vaccines 
are projected to cost the Jordanian budget USD 71.5 
million during that time period. The bread and LPG 
subsidy programs are among the principal subsidies 
extended by the authorities to enable all Jordanian 
households access to basic necessities. As these are 
universal/untargeted subsidies, they have also been 
accessible to the Syrian refugees and possibly to 
Syrians back in Syria. Using econometric analysis, 
we estimate the cost to the bread subsidy program 
due to increased demand by the refugees during the 
period 2012-2014 to be USD55 million. As for the 
LPG subsidy, we find that the additional cost comes 
out to be USD 24.9 million during that same period.

Background
20. More than two years of violent conflict 
in Syria have resulted in massive movements of 
people within Syria, as well as into neighboring 
countries. By early October 2013, almost 2.1 million 

people had registered, or were awaiting registration 
with the UNHCR in Jordan, Lebanon, Turkey, Iraq 
and Egypt. According to the UNHCR, the exodus of 
Syrian refugees accelerated dramatically in recent 
months, with over one million refugees arriving in 
the first five months of this year alone. More than 
half of registered refugees are children, while three 
quarters are living with local host families and 
communities in both urban and rural areas. If current 
trends persist, the UNHCR projects that over three 
million Syrians would have left their country by the 
end of 2013.1

21. The Jordanian Government has kept the 
border open for Syrians since the conflict broke 
out in March 2011. Jordan has a long history of 
hospitality toward refugees. The country is currently 
hosting approximately two million registered 
Palestinian refugees, of which approximately 
350,000 live in camps2, and another 30,000 Iraqis 
are registered with UNHCR.3 Syrians entered the 
country freely and settled in urban areas on their 
own, until Zaatari camp opened in northern Jordan 
in July 2012, when the Syrian refugee population 
according to Government estimates had increased 
to 150,000. As of October 3, 2013, approximately 
535,000 have crossed the border into Jordan – 
with over 400,000 having arrived in 2013 alone. 
Approximately 120,000 currently reside in Zaatari 
camp, and a second camp with a capacity of 30,000 
has opened in Zarqa with support of the United Arab 
Emirates. A third camp with a planned capacity of 
50,000 is currently under construction at Azraq. Still 
the majority of Syrians (estimated to be as much as 
70 percent of refugees) reside in host communities 
across Jordan, with a concentration in the northern 
region and Amman. 

22. In addition to its commitment for open 
borders, the GOJ decided early on to allow Syrian 
refugees access to public services (health facilities, 
schools) and subsidies extended to Jordanian 

SPECIAL FOCUS

1  UNHCR http://data.unhcr.org/syrianrefugees/syria.php
2 UNRWA http://www.unrwa.org/etemplate.php?id=66
3 UNHCR http://www.unhcr.org/pages/49e486566.html
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citizens (energy, water, bread and gas). While 
welcomed, this move has put pressure on delivery 
of services and public finances. The Government 
decided early in 2012 to allow Syrian children to 
attend public schools, and medical facilities have 
also remained open for Syrians seeking treatment. 
To prevent the spread of communicable diseases, 
extensive vaccinations of Syrians have taken place 
upon arrival – an effort that will be extended to 
Jordanians to preclude the reemergence of previously 
eradicated diseases. In addition, they have, alongside 
their Jordanian hosts, made use of non-exclusionary 
benefits, such as subsidies on energy, water, bread 
and gas. 

23. Given the unequal spatial distribution of 
refugees in Jordan, crowding of public services 
has materially impacted access for Jordanians in 
communities with large concentrations of Syrian 
refugees such as in the northern governorates. 
The immediate impact of the exponential increase 
in users over such a short time period has primarily 
been met through existing structures such as double 
shifting in schools and an accelerated use and hence 

depletion of Jordanian drugs and vaccination stocks. 
The GOJ has calculated that it incurred additional 
costs in the order of USD250 million in 2012 and 
the first quarter of 2013 to accommodate the 
increased demand for services. In health care, the 
MOH has already spent USD53 million to cover the 
health care needs of the Syrian refugees. The latest 
GOJ Response Plan (Table 1) estimates the cost 
of accommodating the Syrian refugees in 2013 at 
USD850 million.4

Health Sector under 
Duress
24. While Jordan’s health sector made 
significant progress in the last decade, this is 
being overwhelmed by the surge in healthcare 
demand by the refugees. Jordan’s health 
indicators are above regional and upper middle- 
income averages with life expectancy for both 
sexes being 74 years, under five mortality rate of 
21 per 1,000 live births, and maternal mortality 
ratio of 63 per 100,000.5 With the Government’s 

Table 1 Government of Jordan Response Plan 
April 1, 2013

Sector

Estimated cost by the 
end of 2013

(US$ million)

Energy 178.8

Water 91.3

Education 26.2

Health 93.6

Municipalities 9.8

Subsidies 371.8

Protection and Reception 
Services

80

Total 851.5

Source: Government of Jordan.

 Table 2 Estimation of the Financing
 of the Cost of Drugs and Vaccines 

Produced 
Drugs ($)

Forward 
Trend at 
3%

Actual Cost 
of Drugs ($)

Difference 
($)

2010 74,652,457 - -

2011 77,975,809 - -

2012 79,940,000 90,160,000 10,220,000

2013 82,740,000 112,212,965 23,400,000

2014 85,260,000 117,180,000 31,920,000

Total 71,540,000

Source: World Bank staff calculations

4  The Government assessments and requests have not been based on a common methodology across agencies, and most of them 
have found it difficult to produce accurate figures on the expenditures incurred due to the Syrian influx as they have been absorbed to 
a large extent by the general budget. In addition, the extent to which some of the costs are recovered by external donors also varies 
across sector reporting.

5 World Health Organization Statistics, 2013.

14  |  Special Focus

THE WORLD BANK



strategy to ensure access to health services within 
10 km proximity to all citizens including those 
residing in remote areas, the country established 
a wide network of primary health care centers 
(PHCCs) supported by a range of secondary and 
tertiary care facilities. However, continuity and 
sustainability of health service delivery in Jordan 
is at risk of being severely compromised as a 
result of the upsurge in demand for healthcare 
by the influx of the Syrian refugees.6 Moreover, 
the healthcare needs of the Syrian refugees are 
different from those of the settled populations 
because of the different demographic mix, living 
conditions and vulnerabilities. They, therefore, 
require a different mix of services and mode of 
health system response to meet their needs.7 

25. Demand for services by refugees at 
Ministry of Health (MOH) facilities increased 
significantly. MOH data show that the number 
of outpatient visits to MOH PHCCs by Syrian 
refugees increased from 68 in January 2012 to 
15,975 in March 2013 (Figure 14). Similarly and 
during the same period, Syrian refugees admitted 
to MOH hospital increased from 300 admissions 
to 10,330, while there has been a sharp increase 
in the number of surgeries performed at these 
hospitals going from 105 to 622 surgeries. In 
addition, evidence suggests that Jordanians, 

especially in the north where Syrian refugees are 
concentrated, are being crowded out of health 
facilities. A significant number of Jordanians 
requiring hospital care are being referred to non-
MOH facilities. MOH data indicate that between 
2011 and 2012, referrals to non-MOH hospitals 
increased by 11 percent to 10,069 cases while 
the cost of referrals surged 50 percent to around 
US$124 million in 2012.  

26. MOH facilities in the northern part of 
the country are shouldering the greatest burden 
from the refugee influx. For example, Figure 15 
shows utilization rates in the Women and Children 
Hospital in the northern city of Ramtha during 
the first three months of 2013, where children 
and women outpatient visits increased by more 
than 300 percent and 400 percent, respectively. 
As the figure indicates, the number of deliveries 
increased from 8,157 in 2011 to 10,097 in 2012, 
a 27.2 percent jump. In the first three months of 
2013 alone, the number of deliveries rose by 30.3 
percent going from 66 in January to 86 deliveries 
in March.

27. The costs of drugs and vaccines 
administered to the Syrian refugees for the 
period 2012-2014 is estimated to reach USD71.5 
million (Table 2). This estimation is based on: 

6  According to UNHCR data, 78 percent of the Syrian refugees are vulnerable requiring medical assistance, while 23 percent have 
chronic diseases or serious medical conditions that require medical follow up

7 Comparative morbidity data show a different disease profile with increased levels of morbidity for Syrian refugees than Jordanians. 
Similarly, data show a rise in selected communicable diseases, including, tuberculosis, measles (which had not been reported in Jordan 
since 2009), and Polio, which had been eradicated since 1999

FIGURE 14. Use of MOH services by: 
January 2012-March 2013.

Source: Ministry of Health

FIGURE 15.  Use of services in women and children 
hospital, Ramtha, 2013.

Source: Ministry of Health
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(i) the gross rate of pre-crisis consumption in 
medicine, namely in 2010 and 2011; (ii) projected 
increase in the procurement of generic drugs at 
the rate of 3 percent (this rate was estimated 
based on pre-crisis rates of increase, as well 
as the standard rate of increase set by the GOJ 
given its goal of increasing the share of generic 
drugs procured); and (iii) actual procurement of 
medication. Table 2 shows that while the rate 
of increase between 2010 and 2011 was around 
4.4 percent, the increase in cost of drugs was 
12.7 percent in 2012, 35 percent in 2013, and is 
expected to be 37 percent in 2014. The total cost 
amounts to US$71.5 million. 

Refugees Partake in 
Bread and LPG Subsidy 
Programs
28. Similar to other countries in the region, the 
GOJ has a long history of providing broad-based 
price subsidies for basic household commodities. 
These programs have, for the most part, been 
universal and untargeted. This includes the bread 
and LPG cylinders programs, which are simple in 
their design and are universal untargeted programs, 
enabling all households living in Jordan to access 
basic necessities. Both programs are on-budget, as 
opposed to subsidies on water or electricity, so the 
link between increased consumer demand and the 
GOJ budget is clearer. The bread subsidy program 
is indirect as the Government subsidizes wheat 
but also sets the price of bread at the bakery level. 
Jordan’s subsidized LPG cylinder program, on the 
other hand, is a direct subsidy scheme administered 
by the Ministry of Finance and implemented by the 

Jordan Petroleum Refinery Company (JPRC). JPRC is 
the sole importer of LPG in Jordan (more generally, 
JPRC is the sole provider of petroleum products in 
the country).

29. An econometric analysis shows that the 
Syrian conflict is significantly and materially 
increasing demand for subsidized bread in 
Jordan. Consumption of subsidized flour had been 
remained remarkably stable in the three years prior 
to the Syrian conflict (volumes consumed decreased 
by 0.6 percent from 2008 to 2009, and rose by 2 
percent from 2009 to 2010). Over the three years 
prior to the Syrian conflict, consumption hovered 
around 44.6 metric tons per month. Then, starting 
in 2011, consumption started to steadily increase. 
Average consumption for the first five months 
of 2013 is 20.4 percent higher than the average 
monthly consumption of 2010 (the increase 
is particularly strong among Jordan’s northern 
governorates, i.e., close to the Syrian border and also 
where the highest number of refugees reside). As 
retail price is unchanged, any increase in quantities 
consumed is expected to be primarily driven by a 
rise in consumer numbers. This is confirmed by 
an econometric analysis of the determinants of 
subsidized flour volumes.8 The analysis reveals that 
the marked change in consumption trend in Jordan 
is well explained by the influx of Syrian refugees 
and the price gap. All the coefficients have the 
expected sign. The refugee variable is statistically 
significant and with a relatively stable coefficient in 
most specifications used. The price gap variable was 
less robust to specification changes. This variable 
captures incentives to smuggle subsidized Jordanian 
bread abroad.9 As the price gap widens, this incentive 
increases. 

30. Total costs incurred for the bread 
subsidy program during the period 2012-2014 
is estimated to be USD55 million. Based on the 
regression coefficients of the econometric analysis, 

8  The dependent variable (volume of subsidized four) was regressed on (1) the number of UNHCR-registered Syrian refugees, (2) 
the gap between the flour import price and the mills price, and (3) lags of the dependent variable. Monthly data from January 2007 to 
May 2013 were used.

9 This smuggling activity is also likely capturing another impact of the Syrian conflict on Jordan. As supplies, bakeries, and logistics in 
Syria are being disrupted by the conflict, potential shortages and rising prices in Syria increase the incentive to get bread supplies from 
Jordan. The larger the price gap between Jordan’s subsidized price and the “international” price, the stronger the incentive to supply 
in Jordan.
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the increase in consumption related to the Syrian 
conflict is estimated at 77,773 metric tons of flour 
during the past year (June 2012-June 2013). This 
accounts for 80 percent of the increase in volume 
observed since the 2010 pre-crisis baseline and 12.2 
percent of total flour demand. With an estimated 
average subsidy of USD385.7 per metric ton of flour, 
the estimated cost is USD30 million. For the period 
July 2013-June 2014, assuming the unit subsidy cost 
is unchanged, the refugee demand is projected to 
reach an additional 64,811 metric tons of flour at 
cost of USD25 million. 

31. An analysis of demand responses to large 
regulated LPG price changes pre- and post-Syrian 
crisis reveals that the demand for LPG cylinders is 
driven by the rise in Syrian refugees (along with 
some likely smuggling activity towards Syria). Gas 
cylinder demand has risen by one third between 
2010 and 2012. Lack of sufficiently long time series 
and variable availability did not allow undertaking 
an econometric analysis of the determinants of this 
demand. The impact of Syrian-related effect on LPG 
demand is, therefore, inferred by analyzing two 
large LPG price changes of similar magnitude: one 
that took place prior to the Syrian conflict (February 
2008), the other after (November 2012). As LPG 
cylinder is not a Giffen good—a type of inferior 
good whose demand rises as its price rises—these 
price increases should have, ceteris paribus, led 
to a fall in demand. Such a fall in consumption did 
occur after the 2008 price change: a 53 percent 
price increase led to a 4 percent decrease in 
consumption. This was, however, not the case after 
the November 2012 price change: a similar price 
increase (54 percent) led to an 8 percent increase 
in consumption between December 2010 (the pre-
crisis baseline) and December 2012. These sharply 
different consumption responses are even larger 
once one controls for smuggling incentives:10 these 
were about twice as large in real terms in 2008 than 
in 2012. Only a large influx of new gas consumers 
can explain such stark differences in consumption to 
these very similar price shocks. 

32. Over the period 2012-2014, the increase 
in LPG demand stemming from the Syrian conflict 
is estimated to cost USD24.9 million to Jordan’s 
central government budget. It is assumed that 
the rise in consumption can be captured by the 
number of Syrian refugees in the country. Given the 
estimated number of refugees during the July 2012-
June 2013 period and their average consumption, it is 
estimated that a total of 1,809,409 million cylinders 
were consumed by the refugees for a total cost of 
USD9 million. These 1,809,409 million cylinders 
represent 23.5 percent of the increase in the 
cylinder demand since 2010 and 6.2 percent of total 
2012 consumption. For the period July 2013-June 
2014, assuming unchanged subsidy per cylinder, it 
is forecast that a further 3,196,622 million cylinders 
will be consumed by the refugees for a cost of 
USD15.9 million. This projected demand critically 
depends on estimates of the growth in refugee influx 
during the forecast period. For the period July 2013-
June 2014, the average Syrian refugee population in 
Jordan is expected to reach 727,547 or 11.7 percent 
of the Jordanian population. These forecasts are 
slightly more conservative than the latest UNHCR 
projections.

External Aid
33. Initially, the bulk of international support was 
channeled to the needs of the displaced Syrians. UN 
agencies such as UNHCR and UNICEF, supported 
by donors, international NGOs and charities, are 
addressing the needs of those residing in camps 
and covering some social services of those outside. 
Attention is now turning to mitigating the impact 
of the influx of Syrians on livelihoods and service 
delivery of Jordanians. For instance, an emergency 
loan in the amount of USD150 million was approved 
by the World Bank in July 2013. Funds will be 
allocated toward the health sector and the bread 
and LPG subsidy programs in order to insure their 
continued short- to medium-term survivability and 
provide the needed time for the government to 
improve its social safety net system. 

10  Similar to the analysis undertaken for the determinants of bread consumption these are captured by the difference between the 
imported price and the retail price of the LPG cylinder. A larger gap, as was the case after the 2008 price change compared to the post 
2012 price change period, would induce traders to buy LPG domestically and export it so as to cash in the subsidized value; this would 
increase domestic demand for LPG cylinders.
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The Incidence and 
Importance of Transient 
Poverty in Jordan11

According to annual official estimates, 14.4 percent 
of the population in Jordan lived in poverty during 
2010. A within-year profile of poverty, however, 
indicates that a third of the population in Jordan lived 
below the poverty line in at least one quarter of the 
year. In other words 18.6 percent of the population 
which is classified as non-poor based on annual 
poverty estimated did experience transient poverty, 
including some lower-middle and middle income 
households. Further analysis is needed to understand 
the complex chronic and transient dimensions of 
poverty in Jordan as policy interventions will differ in 
effectiveness to reduce poverty versus vulnerability.

34. While Jordan has conducted household 
consumption surveys on a regular basis in recent 
years and has produced regular estimates of 
poverty, the analysis of vulnerability to poverty 
is not well understood. Jordan’s Household 
Expenditure and Income Survey (HEIS) provides 
the opportunity to construct a quarterly profile of 
poverty in Jordan which, when viewed alongside the 
annualized poverty measures, provides new insights 
into the transient nature of poverty from quarter to 
quarter during the year.

35. In 2012, Jordan updated its previous 
methodology and produced new poverty estimates 
based on the 2010 HEIS; the 2010 poverty rate 
for Jordan was estimated to be 14.4 percent. The 
national annual poverty line for 2010 was set at 
813.7 JD per individual12. This threshold reflected 
the absolute minimum level of consumption needed 
to meet basic needs, following a ‘cost of basic needs’ 
(CBN) approach.13

36. Jordan’s official poverty statistics are 
produced annually; however, a look at household 
consumption trends on a quarterly basis provides 
a unique perspective into the nature of the poor 
and the vulnerable population in Jordan. The 
HEIS collects consumption data for each interviewed 
household across four quarters and, thus, can 
provide a snapshot of poverty across different times 
of the year. Moreover, the panel structure of the 
data affords the opportunity to directly measure 
transitions in household wellbeing over time. 

37. Household expenditures appear quite 
volatile across quarters; in 2010, quarterly poverty 
estimates ranged from 14.8 to 20.1 percent, 
higher than the official annual estimate of 14.4 
percent (Figure 16).  More people are classified 
as poor on a quarterly than on an annual basis as 
many households face temporary spells of poverty. 
In Quarter 2, which coincided with the months 
July-September of 2010, poverty estimates appear 
notably lower than in the other quarters, a pattern 
that may be due in part to Ramadan and Eid festivities 
occurring during that quarter. Poverty rates in other 
quarters however, are over 3 percentage points 
higher. Similarly, the poverty gap index by quarter 
is larger than the annual poverty gap of 2.8 percent 
(the poverty gap represents the difference between 
the poverty line and the average mean consumption 
of the poor in percentage terms).14

38. Whereas 14.4 percent of Jordan’s 
population is considered poor according to the 
official definition, 6.3 percent of the population 
lives in poverty in every single quarter. This 
subgroup of the poor population can be viewed 
as living in a state of “persistent poverty.” On the 
other hand, 8.1 percent of the population, while 
poor according to the official definition, was able to 
consume more than the poverty line in at least one 

11  For further details see Mistiaen, J. and U. Serajuddin, 2013, “Quarterly Profile of Poverty and Survey Nonresponse in Jordan: 
Implications for Policy and Survey Design” Mimeo, World Bank.
12  This line translates to USD 3.42 per day in 2005 PPP terms, as measured by the World Bank.
13  A comprehensive discussion of the methodology can be found in World Bank (2012).
14  When multiplied by the per capita poverty line and number of the poor this gap provides an estimate of the minimum cost of 
eliminating poverty, assuming resources could be perfectly targeted to the poor. Based on annual poverty rates, the annual minimum 
cost of eliminating poverty is an estimated 139 million JD. If, however, the goal is to prevent the population from falling into poverty 
during any quarter of the year, about 200 million JD (44 percent more) would be needed.
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quarter. This can be thought of as living in a state of 
“chronic poverty.”

39. 18.6 percent of the entire population in 
Jordan, although non-poor according to the official 
definition, experiences poverty in at least one 
quarter during the year. These are the “transient 
poor” in the sense that they experienced poverty in 
at least one quarter during the year, despite being 
officially considered as non-poor because their 
annual per capita consumption exceeds the annual 
poverty line.  The definitions of persistent poverty, 
chronic poverty and transient poverty follow those 
introduced by Jalan and Ravallion (2000).  

40. Summing up, persistent, chronic and 
transient poverty rates estimated from the 2010 
HEIS indicate that 33 percent of the population 
in Jordan experiences poverty during at least 
one quarter of the year and 20.4 percent does 
so during at least half of the year. Moreover, an 
estimated 6.1 percent of the population who live 
below the poverty line during at least half of the year 
(in 2 or 3 quarters) are in fact not considered poor 
by the official poverty numbers. This is because their 
higher consumption levels in the other one or two 
quarters push them above the annual poverty line of 
813.7 JD per capita per year.

41. Transient poverty is experienced across the 
income distribution, including by lower-middle 
and middle income households. Figure 17 provides 

a simple way of examining the phenomenon of 
moving in and out of poverty across the distribution. 
Of the 18.6 percent of the population in Jordan that 
were officially non-poor but face spells of poverty 
during the year (the columns shaded in light blue 
in Figure 17), about two-thirds (12.6 percent of the 
entire population) were in the bottom three per 
capita consumption deciles, while about 6 percent 
belonged to the fourth decile and above suggesting 
that lower middle and middle income households 
are vulnerable to transient poverty as well.15 

42. The distributions of the poor and the 
transient poor populations across governorates 
show striking similarities (Figure 18). For example, 
populous governorates like Amman and Irbid 
account for very similar shares of the total poor and 
the transient poor populations (Amman – 30.6 versus 
32.6 percent and Irbid – 18.7 versus 20 percent). 
These figures suggest that there are no systematic 
geographic differences between the incidence of 
poverty and that of transient poverty.

43. It remains unclear whether the observed 
variation in quarterly expenditures is voluntary 
(e.g., “saving” to spend later in the year) or 
the consequence of shocks experienced by 
households (e.g., income derived from seasonal 
labor). The HEIS does not collect quarterly data on 
labor and employment, but does so at the start of 
the survey. This can be combined with biannual 
information on income to construct a profile of 

15  The deciles are measured on the basis of yearly per capita consumption levels

FIGURE 16. Poverty across quarters in Jordan 
for 2010.

Source: HEIS (2010), World Bank staff calculations

FIGURE 17.  Transient poverty incidence across income 
distribution deciles.

Source: HEIS (2010), World Bank staff calculations
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income variation and shocks (e.g., by type of 
employment) to further enrich the quarterly poverty 
profile and to inform on subsequent policy analysis.  
The preliminary findings from the 2010 HEIS will be 
complimented with similar analysis from the 2008 
HEIS as well. 

44. The existence of such transient poverty 
may help explain the perception that annualized 
poverty measures underestimate true poverty (as 
mentioned in sources such as Jordanian Department 
of Statistics and World Bank 2009, Mansour 2012). 
The poverty rates based on year-long consumption 
levels mask the vulnerability that many households 
face, pointing to the challenges facing households 
and policymakers alike. 

45. An understanding of the population 
facing poverty of different durations (and 
magnitude) would also provide better insights 
into the implications of existing policies. For 
example, in November 2012 the Government of 
Jordan removed or reduced subsidies on several 
petroleum products (namely, octane 90, LPG gas 
cylinders, diesel and kerosene). Simultaneously, 
a broad based cash transfer program was initiated 
to compensate households with less than 10,000 
JD in annual income, covering roughly 70 percent 
of Jordan’s population. A recent study by Araar, Le 
Borgne, Serajuddin, and Verme (2013) simulates 
the distributional impacts of the new policies across 

the per capita expenditure deciles and among the 
poor using 2010 HEIS data. The study estimates 
the welfare impacts of the subsidy reform and 
associated cash transfer program to be positive for 
the poor receiving the cash transfers. At the same 
time it would be important to understand how the 
policies affect sensitive groups such as households 
experiencing spells of poverty at least during some 
portion of the year. The implications of the broad 
based cash transfer program would then be clearer 
and more properly understood.16 Moreover, such 
analysis can help in designing future programs.

FIGURE 18. The Share (%) of the poor population and 
share (%) of population that has faced poverty during the 

some part of the year by Governorate.

Source: HEIS (2010), World Bank staff calculations

16  The data needed to conduct this analysis only recently became available to the authors and they will conduct the simulations in the 
near future.
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 TABLE 3.
Jordan: Selected Economic Indicators, 2010-15.

Sources: Government data, and World Bank staff calculation.
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 TABLE 4.
Jordan at a Glance
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(for an exhaustive-e list, please go to: http://www.worldbank.org/en/country/jordan/research )
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