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(1) Central Bank of Jordan, The Law of the Central Bank of
dordan, 1979, pp. 3-4.
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Annex No. (8)

Time Series for Model No. (2) Variables

" ( Millions of JDs)

Year C, Y RT RA CPi

1970 152, 8 187.0 5.5 3.0 [14,2
1971 161.7 199,.4 5.0 2.9 119.6

1972 1774 221.0 7.4 4.7 126.4

1973 183. 1 241.5 14.7 0.4 _ 140.6

1974 199, 8 279. 3 24. | 12,6 167.9

1675 304.8 345.5 53.3 30.0 168, 2

1976 359.1 545.5 136.4 78. 1 209.8

|977 48'.5 626.9 154.8 94-' 240l3

1978 572.8 737.9 159.4 130.2 257.3

1979 236.8 935.5 180, 4 145.4 293.6

1980 843.4 1199.3 236.7 194.7 3206,2

1981 1088. 2 1460, | 340.9 290.6 362.2

Source : Central Bank of Jordan, Monthly Statistical Bulletin,

different Numbers .
Model Variables
C
P Private Consumption

y Gross National Product (G.N.P.)

R, Remittances { Net of west Bank)

C.P. ! Cost of Living Price [ndex «
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- 30 Model No. (2)

Private Consumption Function Regression Runs

No Dependent I ndependent Variables

of Variable
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Runs Constant R?’ .
Term Dw
CP Bo ) GNP RT Rn cei

Run | "'50:40 0-68‘3 -0.2630 — 0-5709

0.9925 2.9020
5. errop 0.1376 0,4870 —_ 0.5703.
Run 2 -9.77 0.4487 . 0.,7048 0.5025

0.9929 2,7616
S. error ‘ 0.2336 —— 0.8621 0,5408
Run 3 12,27 0.7522 =0,106% ___ -

0.9917 2.9395
S. error 0.1180 0.4611
Run 4 39.29 0.6073 —_— - Q04,5505 _—
g . 0.9920 2.9063
S». error 0.1828 e 0.8456 U
Run § -130,17 _ I.2045 —_ 2,0248

0.0722 0.8046
S. error —_ 0.6902 . 0.8055
Run 6 |0.69 R ——— 2.2486 l02373

! 019900 |n9875

S. error — —  0.4313 0.4729
Run 7 132,12 —_— . 247878 —_ —

0.9580 1.3258
S, error —_ Q.1760 — ——
Run 8 161.12 -— — 3e3423 :

0.9832 2,3042
$. error e —_ 0.1318 —
Run 9 16,15 0.7255 S ————— .

0.9917 2.9307
S. error 0,0201
Run IO —33||02 3.626

0.9629 0.6509

S. errop _ _— - 0.2147
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Sunminary

The phenomenon of Jordun Labor migration is considercd
to be the ﬁostlobvious characteristic of the Jordanian economy
siwply because such charactericstic has accompanied the Jordanian
econumy since the establishment of the Kingdom and until the

present time .

Although the flow of migration has not been interrupted
in the last three decades, but its worthmentioning that the
most noticeable migration movement has been a common occurrence
in the last Len years due to the increase in world oil prices
in the 1970s which was soon followed by a large growth of
Jordan migration in the Arab region to meet the demands of
expanded development in oil exporting countries. Such growth
in Jordun migration is mainly responsible for the disequili-
brium in the Jordanian labor markef . As a result the Jordanian
sovernment was forced to import Arab and fofeign Laber in

order to restore the equilibrium in the Jordanmian Labor market.

[ During mid 1970s Jordan became a center of labor exporters
and Labor importers simultanceously ., Thus , the number of non-
Jordanian workers in the Kingdom increased from few hundreds
in 1973 to reach 80 thousand workers in 1980 and 120 thousand

workers in the present time .

According to the ministry of labor estimation , the
number of Jordanian working abroad reached 305.4 thousand
workers in 1980 of which 85i§% are working in the Arab
Countries and the rest 14.4% in the non-Arab countries such
as U.5.A. and Germany , Saudi Arabia and Kuwait absorbed
most of the Jordaniam migrants. Thus , the number of Jordanian
working in these countries reached 215 thousand workers

constituting 70% of the total Jordanian migrants and B2.2%
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of the total Jordaniasn migranis working in the Arab World .

Available data on occupational background of Jerdan
laboyry migiants indicate an increwsce in the percentage of
cducational and skilled migrants and a decrease in the non-

skilled wigrants.

This picture,of course , is quite different when
comparing labor migrantes coming te Jordan due to the fact that
most of migrants working in Jordon are unskilled and semi
skilled .

Remittances , on the other hand, is an issue directly
related to Jordanian labor migration . In fact , it is a
direct result of the migration phenomenon., Thus , remittances
have played an important rele in Jordan economic perforinance
since 1973 . The brlance of payments has traditionally been
characterized by a lérge balance of trade deficit that is
turned into a surplus on the current account and eventually on
the whole balance , due to the existunce of a large item of

factor income from abroad .

Available data indicate that remittances reached JD 1.3
billion during 1974-1981. Nevertheless , remittances have
played a major role in financing the negative balance of trade.
Not only they contributed to the growth of money supply by
providing the liquidity to the banking sector .to provide
credit and , on the supply side , to exchange currency , but
also have a great positive influence on the Kingdom reserve
of foreign currency . The relative share of remittances ’
however , surpassed that of unrequitted transfers over the years
reaching 35.8% in 1978 as compared with 27.5% of the unrequitted

translerg for the same year .

In addition to the abovementioned benefits , the

stutistical analysis of the remittunces showed that they have
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played a vital role in the developuwents which occured on the
micro-economwic variables such as investment , imports ,

consumption and prices and wayges, Hegression analysis showed
that the average between the remitiances and those variables

were considerubly high., bD.W. test , on the other hand , stressed

Deposit

the importance of remilttances in effecting the aforesaid variables,

Available statlistical data also indicate that a
substantial portion of Jordanian wigrants income was directed,
in an appareni manner , towards land and construction sector

which in turn contributed to noticeahle increase in land prices.

The flow of remittances , on the other hand , also
contributed to the enhancement of the private consumption
level which increased from JD 152.8 million in 1970 to 1088.2
million in 1981 .

As Tor banking sector , the contribution of remittances
in supporting commercial banks capacity to extend credit is
worthnoting, while the existance of Jordan migrants abroad
contributed to the establishment of some commercinl banks and
financial joint venture companies, the remittances also
contributed to the ,expansion of commercianl banks throughout

the various parts of the Kingdom .

Despite the common belict by most of the labor exporting
countries, includinyg Jordan , that vemittances do not stimulate
the long-run objectives of the economic development ﬁlnns,it is
worthnoting that thiis does not mean that some uses of remittances
do not trigger the Jordanian economy and eventually find their
way into such investment . The propensity to report own business

on return also could have positive implications for employment
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generation in small scale business.

As for the flow of remittonces and their impact on

Jordun domestic price level , it is noted that the relative



importances of remittunces to GNI' and Ml has been growing.
The migration phenomecnon has also contributed to the
sharp increuse of domestic wages . lDespite the absence of
relinble statistical information on wages , its apparent
increase is obvious in most of the economic sector especiolly

the construction sector .,

In conclusion , remittances have both positive and
negative effects on the Jordanian economy which can not be
measured on quantitative basis . I , however , strongly
believe that their advantages are most likely to over-rule
thelr disadvantages simply because there are more than Lot
of the Jordanian lebour force abroad which in turn hide some

of the defliciences of the Jordan economy .

we felt it is appropriate instead of arguing on this

matter to deal with this subject in the folldwing manner :

How Lo maximlze the benefits accruing from Jordan
labor migration? Whsat kind of policies should we pursue to
achieve the required size and composition quantity which in
turn enable us to achieve our objectives on the light of

continuing such phenomencon?

March,198%4
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