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Abstract

The topic of public debt has received increased
attention lately both at thé official and academic levels
and has as such been examined in a number of articles and
papers as well as addressed in a number of recently held
debates and semihars . However the main interest in Jordan in
this topic has been in the external part of public debt while
only little attention was given to internal public debt which
the government has increasingly resorted in recent Years as a
means of financing cur}ent and capital budget expenditure in

effort to increase reliance on domestic financing in lieu of

foreign financing

Therefore , this thesis addressed internal public debt
and has the main objectives of measuring it's growth and it's
financing role, as well as examining it’s impact and burden
within the context of the Jordanian economy . The main

resuits and conclusions are briefly as follows :-

1w Internal public debt consists of Treasury Bills ,
Government Bonds and advances extended to the
government from the Central Bank . This debt has been
growing at accelerated rates in the last twe decades.
The average annual rate of growth of outstanding
balances of treasury bills, government bonds , and

advances amounted to 14.6% 20,2% , 25.9%
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respectively . The overall public debt has therefore
grown during the last two decades by 20.5% per annums
which has exceeded “the growth rate of nominal Gross

Domestic Product by 5.9%

internal public debt affects the budget in two ways

en one hand it provides the budget with a means of
financing deficit , on the other hand internal public
debt service contributes to the intensity of the
budget deficit problem , on average the internal

e e

pubiic debt has f1nanced 38, 9% of the budget def1c1t

dur1ng the period (1969 - 1988 ) . Neverthe}ess, the

role of internal pub11c debt in financing development

plans was of limited significance

Estimation of functional relationships has shown that
the main determinant of internal public borrowing is
issues in the previous period , and the other
determinant has been budget deficit . This result

confirms that internal borrowing is utilized mainly to

— — L ey m————————

serv1ce_up the outstand1ng balgpces
Internal public debt service due for repayment has
used up to one-third of current public revenues during

the period under study which reflects a high burden ,
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particularly as such service has been growing at

faster rates than current public revenues

The impact of internal public debt on the money supply
has been expansionary during the periods (1969 - 1972)
and the 1980's decade . The underling reason for this
impact has been the result of resorting to deficit
financing policy . Therefore, the expansion  in
internal public debt has contributed to higher prices.
However in real terms internal public debt has had no

significant effect on Gross Domestic Product
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