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Td/TR = 0.35 - 0.000043 Log(Yp) (4-2)
t-Value (0.3)
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Ti/TR = 0.82 - 0.00023 Log Yp (4-3)
t-Value (3.5)

R? = 034 DW =2.09
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| Abstract

This study sought to demonstraie the relation of taxes to economic growth of Jordan
throughout the years 1970-1995. By examining the tax structure of Jordan, measuring its
in.icators of change and specifying the extent to which this structure corresponds with
existing conditions of the developing and developed countries, the study was able (o clarily
the significance of taxes in Jordan. The study also evaluated the Jordanian tax system by
measuring the income elasticity of taxes and the marginal tax rate, and tax burden. Using the
econometrics methods to measure the relationship between taxes and indicators of economic
development on one part and economic growth on the other, the study managed to verify the

rol : of taxes in the economic development.
The study showed that trends of taxes in Jordan were different from those of the

developing and developed countries. The tax structure tended to be in favor of indirect taxcs
due to the significanee of foreign trade sector. It was also evident that the tax structure was
relatively flexible and able to respond to changes of gross national product. Taxes were,
capable of mobilizing the increase in the gross national product. Rates of tax burden in
Jordan were approximate to those of the developing countries. These rates were about 12.2
duiing the period of study. A conneclion between taxes and structure of general budget was
als) indicated.

Findings of this study were similar to those of other studies, as this study outlined &
strong connection between tax revenues and indicators of growth, specially with regards (o
the: degree of openess and positive effect of taxes on economic growth.

The study recommended the necessity of rising efficiency of tax administrative
departments, formulating new programmes aiming to decrease reliance on indirect laxes,
recucing lax rates, extending tax base to include new sections to increase tax revenucs,
diracting general financial policy towards economic development and state expenditure
tovrards productive investment, and maintaining the flexibility of tax structure.
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