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Abstract

Objectives: This study examines Jordan’s budget deficit compared to that of the USA as a reference model
of an advanced economy in the field of fiscal policies. It analyzes how this deficit level is influenced by several
government fiscal policy variables: tax revenues, general government final consumption expenditures (GFCE),
net trade in goods and services, foreign direct investment (FDI) net inflows, and military spending. Methods:
The data were obtained from the Federal Reserve Economic Data (FRED), the Central Bank of Jordan, and the
World Bank from 1990 to 2022, counted in US/million. The study investigated the marginal means for every
level of fiscal policy variables (low, medium, and high) and their different effects on the two budgets by
calculating one standard deviation plus and minus from the mean. Ratio comparison, repeated ANOVAs, and
regressions for investigating diverse levels were applied. Results: Given the ratios of the two countries related to
economic activities, Jordan has higher ratios; even the USA has approximate behavior like Jordan, according to
these activities. However, the regression analytics concluded a different significant effect on both governments’
budgets when these fiscal policy variables were low or high. Conclusion: Stricter government spending in
Jordan is required, as is outsourcing non-core activities. To a certain level, raising taxes is irrelevant to lowering
the deficit, and it deters investment. Enabling foreign investment and more exports than imports also helps
handle the deficit, like collaborating with foreign firms, encouraging locals to invest locally or internationally,
and investing in infrastructure, industrial, agricultural, and building initiatives.
Keywords: Budget deficit, Fiscal policy variables, GFCE, Tax revenue, Net trade, FDI net inflows, Military

expenditure.

JEL: F3, HS, H6.

1. Introduction

The impact of the budgetary deficit on a nation's economic stability remains a vital issue, whereas
a budget is a plan for resource allocation to achieve specific objectives, which should be established
on rationality; therefore, prioritization in the budgeting strategy is important concerning scarce
resources to achieve efficiency in policy goals (Key, 1940; Laffan & Lindner, 2014). Politicians who
construct an influential role in making budget changes could implement budget reforms but often
prioritize their interests over the public (Eichenberg & Dalton, 2007; Yunusovich et al., 2021). The
link between fiscal procedures, policies, revenues, and expenses affects the budget situation (Wang et
al., 2007). Additionally, budgeting and financial practices in the public sector represent the county's
fiscal oversight, accountability, and ethics (Peter Van Der Hoek, 2005). Thus, to save budgets, precise
and transparent financial reporting may assist governments in obtaining credit and managing risk
(Johnson et al., 2012). However, a variety of variables, such as lowering taxes to win over voters,
spending on pensions or healthcare for an aging population without setting sufficient reserves,
unemployment, and downstream economics, all relate to budget deficits. Responsive fiscal restrictions
and accepting shared responsibilities encourage the lowering of deficits (Moslehpour et al., 2022; Von
Hagen & Wolff, 2006).

Nevertheless, while economic growth boosts employment, earnings, and overall living standards
for citizens, deficits hurt the economy and limit development potential by driving up inflation and
interest rates (Brender & Drazen, 2008). The relationship between higher taxes and deficit reduction is
complex and impacted by numerous factors, such as the economic progress rate, tax system design,
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and government expenditure efficiency on domestic or military sources. Therefore, equilibrium is
crucial. Although high tax rates could discourage investment and economic activity, leading to lower
income and slower growth, low taxation can stimulate economic activities over time, which results in
increased revenue (Bordo & Levy, 2021; Mawejje & Odhiambo, 2020). A nation experiences a trade
deficit when the goods and services it imports surpass those it exports, leading to increased
government expenditure as the administration must cover the costs of those imports. Such deficits
might arise due to discrepancies between the government's income and expenses. A complicated
relationship between trade and budget deficits relies on a nation's economic policy, trade agreements,
and outside economic evolutions (Salvatore, 2020). Yet, government deficits that are too high cause
financial markets to be unstable and raise investor worry about taking risks in particular nations (Quer
et al.,, 2012; Samadi et al., 2021). Encouraging technological transfer, boosting competition, and
generating job opportunities, FDI positively affects regional economic development. Foreign investors
may be attracted to a nation more if its policies encourage investment-friendly legislation and lower
trade and investment obstacles. Likewise, budgetary strategies that emphasize infrastructure
development and human capital development can enhance the general state of the economy and
increase a region's or nation's appeal to foreign direct investment (Mahalakshmi et al., 2017).

The International Monetary Fund has supported Jordan's budgetary reforms since 1989 by
presenting policy directions to improve its economic growth. Accordingly, Jordan implemented
privatization and austerity, which hurt private investment and trade regulation changes, removing
restrictions on imports, and abolishing agricultural subsidies that additionally prompted the Jordanian
economic collapse (Harrigan et al.,, 2006). The Jordanian budget shortfall suffers from the
administration's economic behavior, with the boost in the economy bringing about a growing deficit.
To illustrate, the government's spending choices and public finances, the tax system, and weaker
activities primarily impact the budget. Adding the COVID-19 impact to the budget ought to prompt a
reconsideration of economic actions and budgetary decisions. However, changeovers to the existing
tax structure might yield higher revenue and enhance the tax base (Obeidat et al., 2022). Jordan's
economy was influenced by regional wars but received considerable economic subsidies via grants.
For example, the World Bank and the United States have provided financial support, with some
funding conditioned on democratic changes, and the cooperation from international organizations has
helped in some way its current economy (Yom & Al-Momani, 2008). Historically, the United States
government relied on economic expansion to avoid rising debt-to-GDP percentages, as data from
17922003 endorsed the vital role of economic development in maintaining fiscal policy.
However, the most recent downward trend in the budget equilibrium presents worries regarding its
future viability (Bohn, 2008). The US budget gap has deviated due to increasing deficits during
subsequent regimes. The deficit's lasting features are apparent, with the country's fiscal path remaining
unresolved due to estimated increases in payments consisting of health care and the military, which
result in an ongoing deficiency and probable demand for later years of tax increases (Furman &
Summers, 2019; Payne & Mohammadi, 2006). Still, Jordan maintains a vital alliance with the US in
the Middle East, represented by robust diplomatic ties. As an example, the 1996 Status of Forces
Agreement enables US troops to be stationed in Jordan, promoting collaborative exercises, as the US,
since 1951, has offered Jordan $26.4 billion in economic and military aid and, in 2023, $1.65 billion in
bilateral foreign assistance (Sharp, 2023).

It has been noticed that the Jordanian budget deficit is alarming due to governmental
macroeconomic practices and that complications with fiscal health and economic stability occur.
Consequently, comparing Jordan’s fiscal policy variable behavior to that of the USA, as an influential
actor in the global economy, gives a baseline. Viewed as a whole, this research is essential because it
permits policymakers and financial professionals to recognize how developing and industrialized
countries act differently. The comparison between Jordan and the United States demonstrates the
distinctions between developing and advanced countries. Jordan, a tiny economy, encounters fiscal
constraints and demands during diverse economic periods. While the budgetary structure and content
of distinct governments would vary greatly, comparing Jordan's with the United States' budgets may
teach lessons regarding resource allocation, government function, and the success of different fiscal
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policy initiatives. However, the strong relationship between Jordan and the US, characterized by
significant financial support from the US, indirectly aids in understanding how foreign assistance and
global coalitions influence a country's budget and economic changes, particularly regarding the
budgetary directions of both countries (imf.org; nationmaster.com; usaid.gov; worlddata.com). The
contribution of this study is in its choice of comparing a developing and developed country, Jordan
and the USA, to reach a global comprehension of their financial behaviors, and, at the same time, this
study’s broad scope of analytics to compare those countries’ budgets and government financial
activities represented by fiscal policy variables. It uses repeated ANOVA measures and shows ratios
that connect the selected economic factors to the budget, along with graphs and time series plots.
Additionally, the study defined the marginal means for each category of the government's financial
activities (low, medium, and high) and applied both ANOVA and regression analyses. This study
recognizes the significant differences in economic scale, fiscal capacity, and revenue structure
between Jordan and the USA and therefore does not seek to equalize the two systems. Instead, it looks
at how key fiscal policy factors work in two different types of countries (developed vs. developing),
using the USA as a reference model to understand the financial patterns of developed economies.

2. Literature Review

Fiscal policies are essential in fostering economic growth in middle-income nations, as
governments that balance their spending and revenue decisions would promote sustained economic
growth (Rahman & Siddiquee, 2023). Expenditures on goods and services in sectors like public
infrastructure, healthcare, and education, known as GFCE, satisfy the needs of citizens and specific
groups. Government spending on goods and services rises as the budget is increased. Several other
variables can also affect government spending, including resource availability, governmental
priorities, spending efficacy, and political pressure (Barasa, 2014). According to Magtulis and Poquiz's
(2017) explanation, bigger governments provide more excellent opportunities for corruption,
especially in developing nations like the Philippines. This is because GFCE increases as governments
grow, which influences budgets. Overspending and corruption might be lessened by cutting down on
government spending and improving accountability. Government spending would positively impact
budget returns by promoting a stable investment climate. For illustration, spending on infrastructure
and education might elevate a nation's level of competition and its attraction to foreign investors.
Therefore, governmental decisions on spending or tax incentives regarding infrastructure and human
capital investment are sensitive (Apergis et al., 2006). Conversely, Nyasha and Odhiambo (2019)
argued that lowering GFCE can lower overall government spending and boost the economy's resource
allocation efficiency, which will boost economic growth. Eisner (1984) explained that the budget
deficit is impacted by governmental actions such as spending. Although a budget deficit can occur
when the government pays more money than it accumulates, the precise relationship can differ
depending on several aspects, for example, the condition of the economy in the country, the success of
governmental efforts, and the sorts of expenses and taxes.

According to Vasilev (2015), Bulgaria's implementation of the flat tax system, which applies to
all taxpayers regardless of income level, benefits the country's budget by increasing tax revenue and
lowering the extent of the gray economy (unreported income that is not subject to government
taxation), which also maintains the idea that the tax change helped raise the standard of living for
households in Bulgaria. However, a study in India stated that taxes are a primary basis of government
income, and this assists in diminishing the demand for external borrowing. The proposal was that
governments should focus on boosting tax income by establishing efficient tax-collecting procedures
(Das, 2018). Motivating innovation and supporting economic growth could be achieved through tax
breaks and subsidies (Zhao et al., 2021). Chatagny and Soguel (2012) demonstrated the correlation
between tax revenue predictions and government spending, where accurate tax collection maintains
fiscal balance and prevents budget deficits. In addition, Arestis et al. (2004) revealed a non-linear
association between taxes and the US budget deficit. Their research demonstrated that a particular
threshold level of tax revenue exists, including government spending, interest rates, and the prevailing
business cycle. Notably, any escalation in tax revenue below this threshold level will bring about a
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reduction in the budget deficit. However, conversely, any increase in tax revenue surpassing this
threshold level will result in an enlargement of the budget deficit.

Assessing economic prosperity, FDI, and trade openness can be effective poverty reduction
strategies (Anetor et al., 2020). Despite Alam et al.'s (2022) focus on macroeconomic factors, it should
be remembered that trade can affect a country's balance of payments, and FDI can be seen as a source
of foreign financing, both of which affect the country's budget. Moreover, Faizul Islam (1998)
discovered a significant association between Brazil's budget deficit and trade deficit, exhibiting that
further budget reduction will increase the trade deficit. The study also found a positive relationship
between the deficiencies in trade and budget, in which a shift in the trade deficit will likewise change
permanently if the budget deficit changes permanently. Similarly, a study in Vietnam explained that
investment, trade, and the budget deficit are connected, and policies that stimulate investment and
trading could expand economic development and lessen the budget deficit (Van & Sudhipongpracha,
2015). Egwaikhide (1999) discovered that budget deficits had a detrimental impact on Nigeria's trade
balance. This is because budget shortfalls frequently result in higher levels of public deficit, which can
pressure the exchange rate and lower the competitiveness of Nigerian exports. Transformations in
macroeconomic facets, such as interest rates and the balance of oil prices, could seriously impact
trade. Eregha et al. (2022) conducted research in 2022 that analyzed the correlation between the
budget deficit and the trade shortage using a panel dataset of eight African countries producing oil
from 1980 to 2018, as they found a robust association between these two variables.

A study of six Middle Eastern nations addressed the link between defense expenditures, which
displayed that a 1% growth in military outlay creates a 1.1% to 1.6% boost in foreign burdens
gradually, and a 1% rise in military spending raises the budget burden by 0.2% in the near term
(Smyth & Kumar Narayan, 2009). Additionally, another study concentrated on the association
between US military expenditure and European state burden from 1988 to 2013, as it found a
compatible trend between the deficit burdens of European nations and US military responsibilities,
which presented a climb to the US national budget burdens (Caruso & Di Domizio, 2017). However,
military expenditure in Estonia and Lithuania was affected by the nation's budget deficit, where
military expenses dropped, given an increase in the budget deficit (Odehnal et al., 2020). Moreover,
Ozsoy (2008) established that defense spending in emerging nations drastically impacts the national
budget, which contributes to rising deficits. This is owing to the large financial resources necessary for
military expenditure, which might strain the budget and incur deficits when not handled effectively.

2.1. Comparisons between developed and resource-scarce economies

Governments implemented fiscal policies, including income assistance, government debt, and
social spending, to address the economic impacts of COVID-19. Debt moratoria and expansionary
policies helped prevent further declines in income and business failures; however, these measures also
resulted in rising national debt, which became a significant issue for developing nations that were
already limited by their fiscal resources. Developed nations adopted stimulus packages of fiscal
responses, which are more expansive than those of low-income countries, but an equitable recovery is
in danger of growing inequality and increasing debt concerns (The World Bank, 2022). Facing
regional instability, including border closures, energy disruptions, and refugee inflows, Jordan
implemented fiscal reforms that diverged from traditional IMF (International Monetary Fund)
austerity measures. Jordan created a plan for the economy based on three ideas, involving increasing
revenue by expanding the tax base, cracking down on tax evasion, and improving administration while
lowering sales taxes on essential goods. The government managed spending to protect social safety
programs and pay off debts while increasing investments that help the economy, as Jordan prepared
policies for emergencies, like keeping strategic wheat reserves. These strategies generated revenue
growth, with 9.1% in 2023 and better-than-expected IMF deficit outcomes. Still, structural challenges
exist due to rising debt servicing costs resulting from global interest rate hikes that limit public
spending. Jordan's financial policymakers believe that fair and efficient financial policies can enhance
the economy. Yet, regarding the constraints of resources, Jordan requires additional reforms and
external assistance to tackle the issues related to debt sustainability (Al-Ississ, 2023).
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The OECD (2023b) tax revenue report revealed significant differences in maintaining fiscal
resilience between developed and low-income nations. Through varied tax bases, sophisticated digital
management, and strong compliance systems, developed economies show outstanding resilience. For
instance, Germany's tax mix and federal coordination provide stability, while the USA boasts dynamic
corporate taxes and robust Internal Revenue Service (IRS) enforcement. Japan stays strong despite
demographic challenges, employing efficient management and consumption taxes. Conversely,
Greece, Mexico, and Turkey had structural problems, including low tax bases, substantial informality,
and inadequate government. To clarify, reliance on unstable indirect taxes stunts Greece's recovery.
Mexico's oil-based economy suffers from informality, impacting Turkey's uneven economic
performance, causing inflation and political unrest. Based on the report, these nations experience poor
tax capacity, which limits public investment and growth due to the absence of necessary reforms,
modernization initiatives, and economic diversification. Consequently, strong tax systems require a
long-term commitment to enhancing inclusive economic policies and administration. When examining
other pairs of nations, fiscal dynamics become evident. Primarily reliant on income taxes, Canada's tax
system effectively supports substantial social programs (OECD, 2023b).

Germany can manage its debt sustainably and implement counter-cyclical fiscal measures because
of its diverse revenue structure and strong institutional credibility (OECD, 2023a). Zambia's fiscal
health is heavily reliant on copper exports, making it vulnerable to fluctuations in commaodity prices.
This export dependency necessitates periodic interventions from the IMF (IMF. African Dept., 2023b).
The challenges associated with fiscal consolidation differ between industrialized and developing
countries. Furthermore, Mozambique's fiscal system is largely dependent on VAT (value-added tax)
and trade tariffs, which contribute to fiscal volatility and impede economic growth (IMF. African
Dept., 2023a). The process of fiscal consolidation is intricate and varies significantly across developed
and developing nations. In resource-scarce countries, reducing subsidies can lead to societal unrest,
complicating the balance between development and equity. Countries pursue efficiency-promoting
reforms differently based on their economic and institutional frameworks. Aging populations and
increasing age-related expenditures place developed nations, such as the USA, Japan, Germany,
Sweden, Italy, and Australia, at risk of mounting debt. This situation necessitates immediate
stabilizing reforms, particularly focusing on improving the efficiency of healthcare and education
spending. Denmark implements environmental taxes. The USA and Canada implement property taxes
to solve similar issues. In contrast, low-resource nations (e.g., Jordan) suffer due to lower revenues
and weaker institutions. These issues limit strategies to enhance spending efficiency or achieve
financial consolidation without dependence on outside support. Jordan focuses on essential services
despite the restricted institutional capacity for social security, tax bases, and enforcement. Hence, it
relies more on compliance or user fees (Hagemann, 2012). Jordan has implemented risk-based audits
and computerized tax filing; however, improvements in tax compliance have been modest. The
development of many enterprises has been hindered by a small tax base and low profit margins
(OECD, 2024a).

2.2. Structural public finance differences in developing and developed economies: Jordan and
the USA

Disparities in national income are the primary factor shaping the fiscal inequality between Jordan
and the USA. The limited fiscal capacity of Jordan impedes the redistributive social expenditure and
domestic resource mobilization, demonstrated by the GDP per capita of $4,455.5 in 2023 (The World
Bank, 2023a). The World Bank (2023b) and Rodriguez and Wai-Poi (2024) indicate that, despite low
income inequality in 2010 (with a Gini index of 33.7), structural barriers continue to affect the
achievement of equitable development. Further, the USA shows a flexibility for expansion related to
redistribution, with a 2023 GDP per capita of $82,769.4 (The World Bank, 2023a). The USA,
however, exhibits higher income inequality due to its advanced fiscal institutions and progressive tax
and transfer systems, which promote more redistribution, with a Gini index of 41.3 in 2022 (Coleman
& Weisbach, 2024; The World Bank, 2023c).
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The trends in household spending reflect wider economic inequalities. Based on the 1997-2017
data review, Jordan's marginal propensity to consume (MPC) was calculated as 0.829, corresponding
to families spending about 83% of their extra income (Aljaloudi, 2023). The calculation is
informative; however, it does not accurately reflect current economic trends. Jordan's inflation rate
decreased to 2.1% in 2023, down from 4.2% in 2022, benefiting from declining global inflation and
effective domestic measures (CBJ, 2023). Given the low disposable income, the high marginal
propensity to consume (MPC) restricts family savings, which in turn hinders capital accumulation and
long-term fiscal stability (The World Bank, 2024c). Additionally, the MPC is higher among low-
income households in the USA. Since the ratio is bigger than the national average, Azar (2021) notes
that homes in the lowest-income category might consume up to 90% of the total extra money they
acquire. The individual savings rate in the USA was 3.9% as of March 2025, reflecting a high
propensity for spending. A robust financial system—shown by easy access to credit, various financial
tools, and stable institutions—supports elevated spending levels without significantly jeopardizing
capital formation (OECD, 2025a).

Investment behavior in Jordan is considered a concentrated focus on specific sectors, as in 2021,
gross fixed capital formation (GFCF) represented 22.1% of GDP. The figure illustrates moderate
investment activity (The World Bank, 2023d). The IMF's (2024) review shows that real estate and
construction have gained a disproportionate share of this investment. While these sectors are essential
for employment and short-term economic activity, they yield limited productivity gains and do little to
improve long-term competitiveness. The challenges facing investment behavior in Jordan arise from
ongoing issues, including inefficient regulations, cautious lending practices, and a lack of incentives to
invest in high-value sectors such as technology and manufacturing (Hausmann et al., 2019). In 2023,
the USA boasts a gross fixed capital formation (GFCF) portion of 21.5% of its GDP (The World
Bank, 2023d). The diverse sectors that received this investment included non-residential construction,
machinery, intellectual properties, and R&D (Bureau of Economic Analysis, 2024). Hence, the USA
encourages innovation, productivity, and resiliency against sector-specific recessions, in which this
proportionate distribution strengthens the economy's adaptive capacity (OECD, 2024).

The structure and depth of financial markets significantly influence economic outcomes by
affecting investment, credit allocation, and access to finance (De la Torre et al., 2017). Jordan depends
on bank-based financial intermediation, as evidenced by the domestic credit to the private sector ratio,
which reached 82.0% of GDP in 2023 (The World Bank, 2024a). The IMF clarifies that the
concentration of credit is primarily directed toward large businesses and the real estate sector,
resulting in limited access to financing for small and medium-sized enterprises (SMEs) (IMF, 2023).
This situation suggests that conservative credit practices and a dependence on traditional collateral-
based lending models impede SME lending in Jordan. The USA, on the other hand, exhibits a lower
level of domestic credit to the private sector, recorded at 49.1% of GDP in 2023 (The World Bank,
2024a). Even so, the percentage remains low; the financial system in the USA reflects a more
advanced development of capital markets. Based on SIFMA (2023), the market capitalization of the
USA equity markets was approximately 143% of GDP in 2023. The variety of financial instruments
contributes to this ratio, as the USA possesses a robust capital market infrastructure. This
characteristic sets its financial model apart from Jordan's predominantly bank-centric approach.

The tax systems of Jordan and the USA reflect their distinct approaches to fiscal policy and
varying levels of administrative capability. In 2021, Jordan's tax revenue reached 17.1% of GDP,
according to The World Bank (2024c). The General Sales Tax (GST) and customs fees contribute to
tax revenue as forms of indirect taxes. Jordan's tax system depends primarily on consumption-based
taxes, including the VAT, whereas income and corporate taxes often remain lower due to enforcement
issues and special concessions for certain industries. For instance, the 16% VAT rate and sales taxes
disproportionately affect households. Consequently, higher-income individuals benefit from lower
income and capital taxes, a situation attributed to enforcement gaps and political compromises. Equity
and efficacy in revenue mobilization have raised questions regarding this composition (PWC, 2025;
The Jordan Times, 2014). According to the (OECD, 2023b) report, the total tax revenue for the USA
in 2022, encompassing all levels of government, was 27.7 percent of GDP. A small portion of federal
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government revenue comes from consumption taxes, such as sales taxes, while the majority is derived
from income taxes, corporate taxes, and payroll deductions. This reliance on personal income taxation
in the U.S. tax system may promote a more equitable distribution of the tax burden, thereby
reinforcing a progressive tax system (Piketty & Saez, 2007).

Informal work creates challenges for governments regarding tax collection and fiscal control. It
limits the pool of taxable individuals and businesses, reduces potential revenue, and complicates tax
regulation enforcement, especially in developing countries where informal professions are prevalent
(Gwaindepi, 2024; Waseem, 2018). Informal labor in 2019 formed 58% of the workforce in Jordan
(ILO, 2020). The primary reason for the high level of informality is that it predominantly occurs in
low-skill jobs and service industries, which reflects issues like weak labor laws, limited social
security, and insufficient incentives for businesses to formalize. The informal work affects the tax
system's efficacy and impairs the expanding initiatives for building the tax base (IMF, 2024).
However, surveys conducted by the Jordan Department of Statistics proved that a mere third of
residents show an adequate awareness of their tax responsibilities, which additionally drives non-
compliance (Department of Statistics, 2021). In 2021, the informal economy in the USA was
calculated to represent close to 7.3% of GDP (The World Bank, 2024b). The small share of the
informal economy may be attributed to effective institutional structures, digitized tax systems, and
reliable enforcement mechanisms. Yet, increased financial inclusion and social trust contribute to a
broader awareness of tax obligations, in turn, strengthening compliance and supporting revenue
generation (Gebrihet et al., 2023; OECD, 2025).

3. Methodology

This study aims to investigate and compare various components of government spending and
revenue—such as tax income, government final consumption expenditure (GFCE), net trade in goods
and services, foreign direct investment (FDI) net inflows, and military spending—and their impact on
the budgets of Jordan and the USA. Data from 1990 to 2022, converted to US dollars per million, were
gathered through the Federal Reserve Economic Data (FRED), the World Bank, and the Central Bank
of Jordan websites. The study calculated ratios of government economic activities divided by the
budget to clarify the differences in the two governments' behavior. Additionally, it measured one
standard deviation from the mean "u-SD" and "u + SD" for all these economic activities, as they were
classified into low, medium, and high. Then, it conducted correlations, repeated measures ANOVAs,
categorical ANOVAs for the various levels of government fiscal policy variables, and regressions for
high, low, and overall levels.

Explicitly, considering the USA as a model for Jordan, this study's questions are as follows:

(1) In the two countries, do the calculated ratios of government fiscal policy variables to the budget
reveal differences in the behaviors of their respective governments?

(2) Are there similarities between the two governments in their "mean differences" directions
regarding the budget and the fiscal policy variables in the two countries?

(3) Are there differences in the level of government fiscal policy variables (low, medium, and high) in
the two countries?

(4) What is the effect of government fiscal policy variables on the budget in those two countries when
the effect level is high or low?
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GFCE level

Tax revenue level

Net trade of goods and \
services level
FDI level /
Military expenditure
level

Budget

Figure 1. The study model
Source: (Alam et al., 2022; Anetor et al., 2020; Apergis et al., 2006; Arestis et al., 2004; Barasa, 2014; Bordo &
Levy, 2021; Brender & Drazen, 2008; Caruso & Di Domizio, 2017; Chatagny & Soguel, 2012; Das, 2018;
Faizul Islam, 1998; Mahalakshmi et al., 2017; Magtulis & Poquiz, 2017; Smyth & Kumar Narayan, 2009;
Van & Sudhipongpracha, 2015; Vasilev, 2015).

Notably, the calculated budget of Jordan is the final budget after including the external grant. The
main concepts of the study are presented in Figure 1, the study model. Based on the World Bank, tax
revenue is the money people and businesses must give to a government for public use. This applies not
to fines, penalties, or social security contributions but to payments like sales and income taxes. If tax
revenue is collected in error, it will be considered negative revenue when refunded or corrected. GFCE
(previously known as general government consumption) encompasses the entirety of a government's
expenses on buying goods and services and includes compensating government workers and spending
on national security and defense. Military expenditures that are part of government capital formation
are not considered part of GFCE. Further, net trade is the total amount of money regarding goods and
services counted by exports minus imports in a country. It is measured relative to the size of its
economy. FDI net inflows represent investments, including the money invested in equity, the
reinvestment of earnings, and other types of capital. It is a form of cross-border investment where a
resident of one economy has control or a considerable influence on managing an enterprise found in
another economy. A direct investment relationship exists when an investor owns ten percent or more
of the voting stock of an enterprise. To maintain clarity in the regression analysis, each fiscal policy
variable was examined individually and classified as either low or high, based on whether it fell below
or above one standard deviation from its average. This study then applied linear regression
individually for each variable to evaluate its isolated effect on the budget deficit. Since no model
included multiple independent variables simultaneously, multicollinearity testing was neither
applicable nor required. As clarified before, the data used in this analysis was sourced from
authoritative institutions (the World Bank, FRED, and the Central Bank of Jordan), guaranteeing high
validity and comparability.

4. Data Analysis
4.1. Descriptive Statistics and Ratio Comparison

Table 1 presents descriptive statistics for six variables, namely budget as the dependent variable
and GFCE, tax revenue, net trade, FDI net inflows, and military expenditure as the independent
variables, for both Jordan and the USA for 32 years, from 1990 until 2022. The mean values for
Jordan and the USA are presented in millions of US dollars. Net trade was deficient in all years, where
it was computed as exports minus imports ratios of goods and services. Nonetheless, the "low" and
"high" values are figured as the mean subtracted from and added to one standard deviation, except for
the budget, which shows the lowest and highest numbers. The fiscal policy variable-to-budget ratios in
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Jordan are notably higher than in the USA in all elements. As was seen in Jordan, the GFCE and tax
revenue ratios regarding the budget were (-4.83) and (-4.15), respectively, whereas they are higher
than in the USA (GFCE/budget = -3.4) and (tax/budget = -2.4). These high negative values
demonstrate that government spending in these areas significantly exceeds the budget, contributing to
the budget deficit. Except for net trade, which shows the gap in exports related to imports of goods and
services in Jordan, it exhibits a higher gap linked to the budget (trade gap/budget = 5.8), which means
a higher contribution to the budget deficit, unlike the case in the USA, where this ratio of net trade
reveals a lower deficit of -0.29 but is not satisfying.

Table 1. Descriptive Statistics

Government economic activities

Budget GFCE Tax revenue Net Trade ].TDI net Mlllta}ry
inflows expenditure
Jordan USA Jordan USA |Jordan USA Jordan USA Jordan | USA Jordan USA

Mean | -823.74 | -5.85x10+5 [3981.26[1.99%10+6(3416.19|1.40x10+6|-4773.98]-4.14x10+5|1071.58|2.29%10+5[1040.67| 5.16x10+5
SD 888.43 7.52x10+5 [2536.61|7.27x10+5]|2117.62|5.36x10+5[3139.40(2.40x10+5[989.20 |1.51x10+5| 644.93 [ 1.86x10+5
Low | -3078.14 | -3.132x10+6 |1444.64 [1.26x10+6(1298.57|8.69x10+5|-7913.39|-6.54x10+5| 82.38 |7.76x10+4| 395.74|3.30x10+5
High | 98.03 2.36x10+5 |6517.87(2.71x10+6/5533.80[1.94x10+6|-1634.58|-1.73x10+5]|2060.78|3.80x10+5|1685.60 7.02x10+5
The ratio of the mean
government economic activities | -4.83 34 -4.15 2.4 5.8 -0.29 -1.3 -0.39 -1.26 -0.88
to the mean budget
Note: N = 32 years for each country are presented in million/US dollars. Net trade = exports minus imports of
goods and services. Low = mean-1*SD; high = mean+1*SD except for the budget, as its values show the
lowest and highest numbers.
Source: Author’s elaboration.

4.2. Pearson's Correlations

Table 2 introduces Pearson's correlations for budget-related variables in Jordan and the USA.
Both countries share similar ways of behaving in their correlations. However, net trade presents the
gap between exports and imports, and this significant value shows that as the net trade gap increases in
Jordan and the USA, the budget deficit grows (r = 0.778 and 0.502, p < 0.01). Otherwise, all other
activities establish this powerful adverse relationship with the budget, but the FDI net inflows
indicator has a moderately significant link to the budget in both countries at p < 0.05; in Jordan, r = -
0.37, and in the USA, r = -0.352. Significantly, not going so far from the budget deficit issue, those
governments increased taxes to be compatible with their expenditures (GFCE r = 0.98 and 924, p <
0.001, respectively) in Jordan and the USA. They also behave in the same way by increasing taxes
where there is a gap in the net trade (in Jordan, r = -0.937 and in the USA, r = -0.771) and where they
need to cover military expenditure (r = 0.967 and 0.808, p < 0.001, respectively) in Jordan and the
USA.

Table 2. Pearson's Correlations

Variable 1. Budget 2. GFCE 3. Tax Revenue 4. Net Trade 5. FDI Net Inflows
Jordan USA Jordan USA Jordan USA Jordan USA Jordan | USA
1. Budget
2. GFCE -0.863 **#*|-(.73] ***
3. Tax revenue -0.8 *** |().58] *¥**| (.98 *¥** |(),924 ***
4. Net trade 0.778 *** | 0.502 ** |-0.924 ***|(.82]1 ***|(0.937 ***|-(.77] ***
5. FDI net inflows -0.37 * -0.352 % | 0.452** | 0.536 ** | 0.549 ** | 0.481 ** [-0.657 ***| -0.566 ***
6. Military expenditure |-0.846 ***|-0.752 **%| (0,983 *** | 0.963 *** | 0.967 *** | (0.808 *** [-0.898 ***| -(0,795 *** (0475 **| (.58 ***

Note: N = 32 years for each country are presented in million/US dollars. Net trade = exports minus imports of goods and
services. * p <.05, ** p <.01, *** p <001.
Source: Author’s elaboration.

4.3. Repeated Measures Post Hoc ANOVA Comparisons

This study in Table 3 conducted a repeated measures ANOVA to compare the budget mean with
the other economic activities in Jordan and the USA. As shown from the numbers and as illustrated in
Figure 2, there is a considerable gap in the net trade between the two countries, but it is not significant
in the USA due to its compatibility with the budget level, so the deficit in trade in the USA is higher
than the deficit in its budget by a mean of 171190.028 million/US. However, both governments have
been trying to raise taxes to cover public expenditures, where GFCE and tax revenue have negative t
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statistics (p < 0.001), and that was more evident in Jordan, where there was no significant difference
between taxes and GFCE levels. The USA spends more on its military than Jordan (t = -8.484, p <
0.001), and it also has more FDI (t = -6.271, p < 0.001). Regardless of the ratio differences between
the two countries, it seems they still have approximately the same behavior in spending, raising taxes,
low FDI net inflows, and trade gap compared to the budget minus number, even though the USA
recently encountered a sudden drop in its budget and Jordan decline in trade, which is illustrated in
Figure 3, the series time plot for both countries.

Table 3. ANOVA post hoc comparisons for government economic activities in Jordan and the USA

Jordan The USA
Mean difference t Mean difference t
Budget GFCE -4804.992 -0.152 *** 2 572x10+6  -19.822 ***
Tax revenue -4239.921 -8.076 *¥**  _1.989x10+6  -15.333 ***
Trade gap 3950.248 7.524 *** -171190.028 -1.319
FDI net inflows -1895.315 -3.61 ** -813605.406 -6.271 ***
Military expenditure -1864.407 -3.551 ** -1.101x10+6 -8.484 ***
Source: Author’s elaboration.
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Figure 2. Comparisons of government economic activities and budgets in Jordan and the USA
Note: Budget (Bu), GFCE (GF), Tax (Ta), Trade (Tra), FDI net inflows (FDI), Military expenditure (Mil).
Source: Author’s elaboration.
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Figure 3. Time series plot

Note: The downward blue line represents the budget, while the upward blue is for military expenditure.
Source: Author’s elaboration.

4.4. ANOVA Analysis for Categorical Variables

R R
1692 1993 1904 1995 1

In Table 4, the significance of the F values, except for the net trade and FDI factors (F = 2.131
and 1.276, p > 0.05, respectively) in the USA, demonstrates that there is at least one level of low,
medium, or high influence on the budget in these countries. In other words, the level of government
economic activities has a different effect on the budget shape, and that was emphasized by the non-
parametric alternative to the ANOVA Kruskal-Wallis test statistic, which shows the substantial
differences in the means except for the FDI level in the USA (Statistics = 3.28, p > 0.05). However,
the n?p for the military expenditure factors in the USA was the strongest, which shows a higher
prediction ability for the budget by 68%, while, in Jordan, it explained 32.2% of the budget change.
Additionally, this study, as shown in the marginal means test, goes further and compares the
significance among each of these levels, which also proves that there are meaningful distinctions in the
budget deficits across the different levels of fiscal policy variables, particularly at medium and high
levels for each specific variable (GFCE, tax revenue, net trade, FDI, and military expenditure) within
both Jordan and the USA, taking into account that the lower net trade also means a higher trade gap.
Based on the analytics, Figure 4 provides an illustration of all levels of government fiscal policy
variables and their link to the budget to attain a broader comprehension of the relationship's directional
complexity.

Table 4. The Jordanian and USA budget deficits and the level of fiscal policy variables

ANOVA Marginal means Kruskal-Wallis Test
Cases F n’p Low Medium High Statistic
Jordan
GFCE level 6.709 ** 0.316 -17.094 -726.999 *** -1557.634 *** 13.497 **
Tax revenue level 6.709 ** 0.316 -17.094 -726.999 *** -1557.634 *** 13.497 **
Net trade level 12.001 *** | 0.453 | -1796.704 *** | -629.262 *** -184.063 12.446 **
FDI level 4.765 * 0.247 -5.803 -1076.798 *** -956.588 ** 13.520 **
Military expenditure 6.883 ** | 0.322 20.38 -372.222 *** -1722.027 *** 12.844 **
UsA
GFCE level 10.517 *** | 0.42 | -191512.375 | -465731.842 ** | -1.667x10+6 *** 10.179 **
Tax revenue level 6.172 ** 0.299 | -233797.333 | -418505.789 ** | -1.338x10+6 *** 8.476 *
Net trade level 2.131 0.128 -792228 * | -738502.056 *** | -162536.556 6.873 *
FDI level 1.276 0.081 -375616.2 -513011.81 ** | -1.011x10+6 ** 3.28
Military expenditure | 30.876 *** | 0.68 | -100088.909 | -402955.929 ** | -1.711x10+6 *** 20.897 ***

Note: Budget is the dependent variable. A low level of net trade means a greater gap between exports and imports. * p <.05,
** p <01, ¥** p<.001.
p <Yl p
Source: Author’s elaboration.
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Figure 4. The level of government economic activities and the Budget direction for Jordan and the USA
Source: Author’s elaboration.

4.5. Linear Regression for the Jordanian Budget and Fiscal Policy Variables

According to the ANOVA significance results, Table 5 presents the linear regression analysis
showing how different levels of government activities (low, high, and overall) affect Jordan's budget.
The linear regression examines each fiscal policy variable's effect on the budget separately to
understand its specific impact and prevent overlaps between the different factors. Important results
indicate that a higher level of GFCE has a strong negative effect on the budget (p = -0.944), meaning it
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can explain 89% of the budget's direction, with each unit change in the GFCE budget causing a
decrease of -0.897. Yet, tax revenue at lower levels would improve the budget by (B = 0.537, p <
0.05) for each unit change, whereas higher levels of tax revenue would raise the budget deficit by (B =
-1.295, p < 0.001). Previously, the ANOVA indicated a substantial difference in the means of net
trade, FDI, and military expenditure concerning the budget deficit; however, in this analysis, neither
the lower nor higher levels of these variables serve as strict predictors of the budget, unlike their
overall levels in the linear regression. To illustrate, in general, because of their negative matching
values, when the net trade gap increases, the deficit rises by (B = 0.22, p < 0.001) with an explaining
ability of 60.5%. Additionally, the overall FDI has a significant negative effect (B = -0.332, p < 0.05),
while the overall military expenditure factor accounts for 71.6% of the budget variations and predicts a
deficit increase of one unit for every unit increase in military expenditure (B = -1.166).

Table 5. Linear regression for the effect of fiscal policy variables in Jordan on the budget deficit

Factor Level Model summary ANOVA Coefficients
R?> Adjusted R? F Unstandardized SE Standardized t
GFCE High  0.89 0.872  48.719 *** -0.897 0.129 -0.944 -6.98 ***
Low 0.47 0.293 2.659 0.631 0.387 0.685 1.631
Overall 0.744  0.736  87.312 *** -0.302 0.032 -0.863 -9.344 ***
Tax revenue High 0.704 0.654 14.248 ** -1.295 0.343 -0.839 -3.775 xxE
Low 0.893  0.858 25.121 % 0.537 0.107 0.945 5.012 %
Overall 0.64 0.628  53.293 *** -0.336 0.046 -0.8 -7.30 ***
Net trade High gap 0.084  -0.099 0.46 0.219 0.323 0.29 0.678
Low gap 0.049 -0.109 0.31 -0.271 0.487 -0.222 -0.556
Overall gap 0.605  0.592 45971 *** 0.22 0.032 0.778 6.78 ***
FDI High 0.219 -0.041 0.843 0.604 0.658 0.468 0.918
Low  0.002 -0.198 0.008 -0.178 2.012 -0.04 -0.089
Overall 0.137  0.108 4.764 * -0.332 0.152 -0.37 -2.183 *
Military High 0426  0.282 2.967 4039 2345 -0.653 -1.723
expenditure
Low 0414 0.121 1.414 1.675 1.409 0.644 1.189
Overall 0.716  0.706  75.583 *** -1.166 0.134  -0.846 -8.694 ***

Note: Net trade = exports minus imports of goods and services. * p <.05, ** p <.01, *** p <.001.
Source: Author’s elaboration.

4.6. Linear Regression for the USA Budget and Fiscal Policy Variables

Table 6 displays the findings from a linear regression analysis that examines how US fiscal policy
factors impact the budget at low, high, and overall levels, based on the previous ANOVA test. This
analysis, like Jordan's model, prevents multicollinearity by testing each fiscal policy variable
separately in the regression model. However, the government's general spending in the USA improves
the budget at lower levels (B = 0.823, p < 0.05), while at higher levels it influences the budget
negatively (B = -3.624, p < 0.01) with an explaining ability of 77.6%. Besides, this link with the
budget is strong for both lower (B = 0.814) and higher (-0.881). Moreover, tax collection at a lower
level would enhance the budget. B = 0.43, B = 0.793, R? = 62.9%, p < 0.05. Interestingly, when trade
levels are high and imports exceed exports (B = -2.767), a larger gap in net trade leads to a smaller
budget deficit, which is the opposite of what happens with a smaller gap (B = 17.64), where the budget
deficit increases. It must be considered that the ANOVA tests previously revealed no significant mean
difference between budget and net trade and no significant differences among the same level of net
trade. However, the overall level of the net trade gap indicates its role in the deficit (B = 1.571, p <
0.01). Similarly, FDI has no significance, meaning there are no differences in its level. Regardless, the
lower FDI is attributed to an improvement in the budget (B = 2.176, R? = 98%, p < 0.01), while the
overall FDI, with a little explaining power (12.4%), leads to a deficit (B = -1.753, p < 0.05). Thus,
those factors—net trade and FDI—encourage more futuristic investigations. Nonetheless, the more
heightened levels of military outlay are correlated with a deficiency in the budget (B = -22.026, R? =
67.6%, p < 0.05), but the effect of the overall level is undersized. B = -3.033, R? = 56.5%, p < 0.001.
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Table 6. Linear regression for the effect of fiscal policy variables in the USA on the budget deficit

Factor Level Model summary ANOVA Coefficients
R?> Adjusted R? F Unstandardized SE Standardized t
GFCE High 0.776  0.731 17.306 ** -3.624 0.871 -0.881 -4.16 **
Low  0.663  0.607 11.825 * 0.823 0.239 0.814 3.439 %
Overall 0.534  0.519 34.421 *** -0.756 0.129 -0.731 -5.8607 ***
Tax revenue High  0.341 0.21 2.591 -3.163 1.965 -0.584 -1.61
Low  0.629  0.536 8.778 * 0.43 0.165 0.793 2.703 *
Overall 0.338  0.316 15.327 *** -0.816 0.208 -0.581 -3.915 ***
Net trade High gap 0.839  0.816 36.516 *** -2.767 0.458 -0.916 -6.043 ***
Lowgap 0.832  0.776 14.888 * 17.64 4.572 0912 3.859 *
Overall gap 0.252  0.228 10.13 ** 1.571 0.494 0.502 3.183 **
FDI High 0.046 -0.192 0.194 4.047 9.177 0.215 0.441
Low 0.98 0.974 149.385 ** 2.716 0.222 0.99 12.222 **
Overall 0.124  0.095 4.256 * -1.753 0.85 -0.352 -2.063 *
Military High  0.676  0.611 10.43 * 22026 682 -0.822  -323*
expenditure
Low  0.068 -0.036 0.654 -3.303 4.085 -0.26 -0.809
Overall 0.565  0.551 39.011 *** -3.033 0.486 -0.752 -6.246 ***

Note: Net trade = exports minus imports of goods and services. * p <.05, ** p <.01, *** p <.001.
Source: Author’s elaboration.

5. Discussion and answers to study questions

In this part, paragraph one discusses the first research question; the following paragraph discusses
the second and third questions; and the last one discusses the fourth question. Notably, when
calculating ratios of fiscal policy variables divided by the budget, both governments show the same
behavior regarding high spending, tax collection, and low investment. The USA has a gap in net trade,
but it is still better than Jordan in exports. Jordan’s net trade gap is even lower than its budget deficit,
where it has a positive ratio of 5.8. However, Jordan is still the highest spender and tax collector, as
well as the lowest, depending on exports and foreign investment. Regardless, by revising Figure 2
once more time for both countries, it seems that if those governments manipulate the level of trade or
the FDI by paving the way for investors and industries, they will address the budget problem, but it
must be taken into account that this will initially increase the volume of disbursement as a result of the
facilities granted to investors and industrial construction. These results align with the literature
regarding government spending and revenue decision balance to promote sustained economic growth
(Rahman & Siddiquee, 2023; Apergis et al., 2006). Whereas government spending is vital to the needs
of citizens, the size of government can influence budgets and may be associated with increased
opportunities for corruption, particularly in developing nations (Magtulis & Poquiz, 2017).

Comparing the significance of the mean difference between the two countries, both Jordan and the
USA have a similar backward effect level of significance on the budget (p < 0.001), according to
GFCE and tax collection. Additionally, Jordan showed a noteworthy larger trade gap compared to its
budget deficit. Even though the USA has a considerable trade gap, it is not significant due to the
approximate match of deficits in both trade and budget. In addition, Jordan, compared to its budget,
pays less than the USA for its military and has lower FDI net inflows. Moreover, by measuring one
standard deviation from the mean for the factors of government economic activities, these factors were
classified into high, medium, and low levels. Thus, in Jordan, GFCE, tax revenue, net trade, FDI net
inflow, and military expenditures, as categorical factors, all showed significant mean differences in
their given levels attributed to the budget, which establishes that the budget is influenced by the level
of these activities. However, the ANOVA showed that the FDI and net trade levels in the USA were
not significant, which might not be so convincing due to the illustration in Figure 4, which shows
different notable movements in the budget regarding these FDI and net trade levels. Regarding the
results, this study concerns Vasilev's (2015) idea about applying a tax system that applies to all
taxpayers regardless of their income level to boost the budget and enhance the standard of living since
it is not only an adequate solution but also aligns with the idea that FDI and trade openness can be
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effective strategies for budget performance improvement (Alam et al.,, 2022; Anetor et al., 2020;
Faizul Islam, 1998; Van & Sudhipongpracha, 2015), and also that lower general spending boosts the
budget and economic growth (Eisner, 1984; Nyasha & Odhiambo, 2019).

Regarding the regression analysis, both governments exhibited different effects on their budgets if
their activities were high or low. In Jordan, the higher level of general spending and taxation systems
is hurting the budget, but with lower levels of tax, the budget would start to increase, while the lower
level of GFCE could improve the budget regarding the relationship direction but was not significant.
Otherwise, these higher levels of GFCE and taxing would continuously impact the budget separately
for each unit increase in GFCE by -0.897 and tax by -1.295, considering the government keeps the
same pattern of behavior for other activities. Again, in Jordan, this study could not find significant
evidence regarding higher or lower levels of the three variables: net trade gap, FDI, and military
expenditure, but at least the unstandardized coefficient direction showed that the higher gap in net
trade is compatible with the budget downward movement since both are negative, while the higher
FDI and lower military expenditures improve the budget. Nonetheless, the overall level of these three
variables was significant and talks about this direction, except for the overall level of FDI, which is
still confusing.

However, the regression results in the USA are like those in Jordan regarding the lower level of
GFCE and tax collection, where they help positively improve the budget, considering that even where
the tax higher level has negative directions with the budget, it was not statistically proven. However,
this study could not build robust evidence on a higher or lower level of net trade in the USA due to its
insignificance in two ANOVA tests (with the budget mean difference and its insignificant level
difference). Regardless, since the budget and net trade both have negative values, the overall net trade
gap still shows that for each unit of net trade increase, the budget deficit increases by 1.571 units. On
the other hand, the FDI in the USA has no significant means differences in its levels regarding the
unstandardized coefficient. Even though the higher level of FDI would enhance the budget by 4.047
for each unit increase compared to the lower level (B =2.716, p < 0.01), this study could not establish
the higher level of significance of FDI (p > 0.05). Moreover, US military expenditures at a higher level
remarkably have a robust inverse impact on the budget than even the overall level, considering the
lower level has a lesser effect, but it was not statistically substantial. This study realizes the sensitivity
of the relationship between public expenditure and revenues (Vasilev, 2015), but it is in alignment
with Bordo and Levy (2021) and Mawejje and Odhiambo (2020), as they found that high tax rates
hinder investment and economic activity, while low taxation helps trade and investment over time and
therefore the budget. In addition, encouraging FDI and lowering military expenditures appear to
improve the budget, and this is consistent with the literature (Caruso & Di Domizio, 2017,
Mahalakshmi et al., 2017; Ozsoy, 2008), as well as the idea of trade deficiencies that can lead to
increased government expenditure and hurt the budget (Salvatore, 2020).

6. Conclusions

Jordan and the USA, as developing and developed nations, undergo fiscal difficulties in handling
their economic activity. Despite the approximate similar trends of both governments' behaviors, Jordan
exhibited higher rates of all spending and taxing and higher deficiencies in trade and foreign
investments. Additionally, by studying the patterns of behavior direction for both governments'
activities and budgets through the mean differences, it was demonstrated that both countries suffer
fiscal backward effects owing to increased expenditure and taxes, noticeable gaps in trade, and lesser
investments. Moreover, based on the ANOVA results, differences in the level of these economic
activities (low, medium, and high) regarding their impact on the budget were noticed in both countries,
except for FDI net inflows and net trade levels in the USA. Additionally, the drawings in the two
counties portrayed the apparent decline in their budgets and net trade in goods and services.

On the other hand, the influence of government financial activities on the budget changes whether
activity levels are high or low. In Jordan, higher public expenditures and taxes adversely influence the
budget. Besides, the higher or lower levels of the net trade gap, FDI net inflow, and military expense
were not established. However, for those factors, as was noticeable (from their unstandardized
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coefficient), the elevated net trade gaps coincide with the budget deficit, while increased FDI
(compared to its significant overall level coefficient direction) and reduced military spending foster
the budget to grow. Nevertheless, in the USA, lower spending and tax collection levels heal the budget.
Additionally, the connection between net trade and the budget is significant in the regression, but its
direction is still confusing. However, an increased FDI level (compared to its substantial overall
coefficient direction) positively serves the budget, while more significant military expenditures exert a
negative influence on the budget.

The study confirms that any transition to automation or outsourcing must be implemented
gradually, coupled with tailored employee reforms, considering Jordan's substantial rate of
unemployment (estimated to be 21.4% in Q2 2024), as per the Department of Statistics (2025).
Additionally, the government should introduce digital tools and training programs for its current
public servants and displaced personnel to improve their skills and capabilities. This approach allows
technology to augment responsibilities instead of replacing them. Furthermore, balancing efficiency
improvements with job creation in fiscal reform in Jordan is necessary since the public sector is an
essential employer. The study recommends structuring e-governance programs to create new jobs in
data administration, client servicing, and system maintenance. This approach aims to enhance service
provision through automation, grow the digital economy, and alleviate long-term unemployment. Even
with taxes being vital, increasing those taxes drives away investors and increases the burden on
citizens, which reduces their savings for future projects. Yet, different agreements and collaborations
must be developed by allowing foreign firms to start their initiatives and the residents. In addition,
encouragement to the locals to invest locally or internationally should be given to strengthen the
national reputation and international ties and raise nationwide profits. Thus, prospective schemes
could incorporate industrial, agricultural, and building infrastructure features, such as recovering
farmlands, growing livestock, constructing plants, and extracting resources; therefore, efficiency is
reached, and new prosperities, such as new job opportunities and production and exports, are rising.

Jordan's financial deficiencies largely arise from various semi-autonomous institutions that have
overlapping mandates and provide more attractive wage scales than standard government departments.
Several institutions with overlapping roles continue to exist, despite efforts to merge 29 independently
financed entities into the public budget for 2018. For example, the Transport Regulatory Commission
functions alongside the direct ministries, resulting in fragmentation among institutions and
contributing to budgetary pressures (see The Jordan Times, 2018). Through the Public Sector
Modernization Roadmap, the Ministry of Finance should thus undertake a thorough operational
evaluation of all autonomous entities in cooperation with the Prime Minister's Delivery Unit. The
government's reviews should focus on merging institutions with similar functioning, dismantling
inactive ones, and assigning remaining tasks to appropriate ministries by looking into repetitions in
mandates, budgets, and staffing. These initiatives complement the OECD's (2024) directives for
improving public sector efficiency. Moreover, basing performance budgeting systems and
coordinating pay structures with public sector scales will help lower wage inflation and match public
expenditures with tangible outcomes. However, the government must prevent future fragmentation of
institutions and establish fiscal responsibility through a legislative framework that includes cost-
benefit analyses and regular evaluations for all new or existing independent institutions. The changes
must consider the impact on jobs. Education programs and reorganization opportunities should be
utilized to reduce the risk of job losses and ensure that efforts toward fiscal consolidation do not
worsen unemployment issues. These considerations, accordingly, will eliminate redundant
expenditures and enhance regulatory coherence while maintaining a commitment to social stability
and employment.

This study's principal contribution lies in analogizing developing and developed countries and
introducing various analytics, but it still has limitations regarding its choice of those countries and the
methods applied for the analysis. This study examines the impacts of certain fiscal policy variables on
the budget deficit, specifically tax income, GFCE, net trade, FDI inflows, and military spending. The
study's limitation is that it does not investigate institutional or procedural factors, such as the 'accuracy
of budget forecasts' or the 'impact of political budget cycles.' To clarify, the IMF's (2021) review of
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Jordan's fiscal transparency identified a notable optimistic bias in macroeconomic forecasts, which led
to revenue shortfalls. Official forecasts frequently exhibit an over-optimistic tendency, particularly
during periods of economic expansion. Such tendencies may lead to significant budget deficits (see
Frankel, 2011). Political pressures create artificial fiscal space by inflating revenue forecasts and
underestimating costs. This practice undermines budget credibility and incentivizes overspending.
These issues warrant further investigation to identify standard solutions. In Jordan, the low and high
amounts of FDI, net trade, and military spending in the analysis did not show any significant results,
while in the USA, the ANOVA test indicated that there was no difference in the average values of FDI
net inflows and net trade, which are still unclear. Based on that, it is advised, as a further research
direction, to conduct studies concerning the budget and the nation's economic activities on diverse
samples of countries and focus more on investigating the policy measures that shape their foreign
investment and trade.

4 )al) Saaial) cil¥slly G On Ailia s Alal) dabad) Cyiiag ASj\sall jas

dejﬁ Al dgana

Jlioe i daala by Jlee V) LIS (JleeY) 5] 8580

basge ldsai Lebomss (AS5aY) saniall NSl 8 Alsall Cmas Alhe () 8 Alal) Jae bl da Jslim
t ot ehsasSall L Al Sy e 23y Jaedl 138 5 (sae Aabpal) I LS LW cladad) Jlae 8 a0 SLaiY
iy il colexlly aludl b plaall iy ((GFCE) dalad) LasSall laill Dlgial) cilidiy cdyyall <y
Aala®y) clilpll Jhadll LlisY) e cllll o Jsemal)l &5 &Sl il oFDI) Salall oaY) L)
S Aab) Cinag (Osle [Sial Ns) adler 2022 ale ) 1990 ale o Jsal) elidly ¢ 33,Y) (5S5a dlidly ((FRED)
O Ofuilua) o dalaall bl ((Madly Javsially (midiall) casSall Laliil) cibisive (e (gginne JS udialgll illansgial)
b Gnl Jaaily Sl ulal) Jilay ol A3lie by il (o oy 2y 2sly (glame Cilad) s Dla
Basiall SV () i el b a1 gl ol el AlatYl Galety e cpaldl Gas ) bl i Slsiss
OfiasSall e o S Calitae a0 ) i) dudas Galt cdlld pay Aad) o3g] s a1 e e slu gl
Sl A ST assa Gl A glbae 03V o) oady JAeiine o Lcaddie 40K duladY) dAhal) sda culS Lavie
o Jans 48 & Gaall ity 4l 8le Y Cihuall ady ol (b s g Aauld e Al alall Lala jslias &leilY)
e st (8 LS ¢l e dalatl) ey @lalslly £l il pball 5oL i) il (€8 of ae ) gy
Lelall chpolally caula) dadl 3 lénaly (g 5 e Sia) Lo cpladll Gl padny cdaial) @IS,

slilly el g
Dliay) @l la ylaall Al cdyaall Glalyy) ddasSall alall SOlgal) @) cdsjlsall jae dalidal) clalgl)



Budget Deficit and Fiscal Policy Variables: Comparing Jordan to the USA 572

References

Al-Ississ, M. (2023). Jordan’s Fiscal Ownership. https://www.imf.org/en/Publications/fandd/issues/
2023/09/POV-Jordan-fiscal-ownership-mohamad-al-ississ

Alam, M. M., Sadekin, M. N., & Saha, S. K. (2022). The impact of macroeconomic variables on the
budget deficit in Bangladesh: an econometric analysis. South Asian Journal of Business Studies,
11(2), 216-234.

Aljaloudi, J. (2023). THE CHANGE IN HOUSEHOLD CONSUMPTION PATTERNS IN JORDAN:
1997-2017. Journal of Governance and Regulation/Volume, 12(3).

Anetor, F. O., Esho, E., & Verhoef, G. (2020). The impact of foreign direct investment, foreign aid

and trade on poverty reduction: Evidence from Sub-Saharan African countries. Cogent Economics
& Finance, 8(1), 1737347.

Apergis, N., Katrakilidis, C. P., & Tabakis, N. M. (2006). Dynamic linkages between FDI inflows and
domestic investment: a panel cointegration approach. Atlantic Economic Journal, 34, 385-394.

Arestis, P., Cipollini, A., & Fattouh, B. (2004). Threshold effects in the US budget deficit. Economic
Inquiry, 42(2), 214-222.

Azar, S. A. (2021). Measuring the US marginal propensity to consume. Economics Bulletin, 41(2),
283-292.

Barasa, L. S. (2014). The relationship between budget allocation and spending by ministries in Kenya.
University of Nairobi.

Bohn, H. (2008). The sustainability of fiscal policy in the United States. Sustainability of Public Debt,
15-49.

Bordo, M. D., & Levy, M. D. (2021). Do enlarged fiscal deficits cause inflation? The historical record.
Economic Affairs, 41(1), 59-83.

Brender, A., & Drazen, A. (2008). How do budget deficits and economic growth affect reelection
prospects? Evidence from a large panel of countries. American Economic Review, 98(5), 2203—
2220. https://doi.org/10.1257/aer.98.5.2203

Caruso, R., & Di Domizio, M. (2017). Military spending and budget deficits: the impact of US
military spending on public debt in Europe (1988-2013). Defence and Peace Economics, 28(5),
534-549.

CBJ. (2023). CENTRAL  BANK  OF JORDAN  ANNUAL  REPORT  2023.
https://www.cbj.gov.jo/EBV4.0/Root_Storage/ AR/Research/Annual Report 2023.pdf

Chatagny, F., & Soguel, N. C. (2012). The effect of tax revenue budgeting errors on fiscal balance:
evidence from the Swiss cantons. International Tax and Public Finance, 19, 319-337.

Coleman, T., & Weisbach, D. A. (2024). How Much Does US Fiscal System Redistribute? University
of Chicago, Becker Friedman Institute for Economics Working Paper, 2024—147.

Das, D. (2018). Causality between Tax Revenue and Economic Growth in India (1992-2017).
International Journal of Business Insights & Transformation, 12(1), 42—47.

De la Torre, A., Gozzi, J. C., & Schmukler, S. L. (2017). Innovative Experiences in Access to Finance:
Market-Friendly Roles for the Visible Hand? World Bank Publications.

Department of Statistics. (2021). Department of Statistics Jordan. https://dosweb.dos.gov.jo/

Department of Statistics. (2025). Unemployment rate. https://dosweb.dos.gov.jo/unemployment-
rate 22024/



573 Qandeel

Egwaikhide, F. O. (1999). Effects of budget deficit on trade balance in Nigeria: a simulation exercise.
African Development Review, 11(2), 265-289.

Eichenberg, R. C., & Dalton, R. J. (2007). Post-maastricht blues: The transformation of citizen support
for European integration, 1973-2004. Acta Politica, 42(2-3), 128—152. https://doi.org/10.1057/
palgrave.ap.5500182

Eisner, R. (1984). Which budget deficit? Some issues of measurement and their implications. The
American Economic Review, 74(2), 138—143.

Eregha, P. B., Aworinde, O. B., & Vo, X. V. (2022). Modeling twin deficit hypothesis with oil price
volatility in African oil-producing countries. Resources Policy, 75, 102512,

Faizul Islam, M. (1998). Brazil’s twin deficits: An empirical examination. Atlantic Economic Journal,
26, 121-128.

Frankel, J. (2011). Over-optimism in forecasts by official budget agencies and its implications. Oxford
Review of Economic Policy, 27(4), 536-562.

Furman, J., & Summers, L. H. (2019). Who’s afraid of budget deficits? Foreign Affairs, 98(2), 82-95.

Gebrihet, H. G., Gebresilassie, Y. H., & Woldu, G. T. (2023). Trust, corruption, and tax compliance in
fragile states: on a quest for transforming Africa into future global powerhouse. Social Sciences,
13(1), 3.

Gwaindepi, A. (2024). Taxation in the context of high informality: Conceptual challenges and
evidence from Sub-Saharan Africa. Review of Development Economics.

Hagemann, R. P. (2012). Fiscal Consolidation: Part 6. What Are the Best Policy Instruments for
Fiscal Consolidation?

Harrigan, J., El-Said, H., & Wang, C. (2006). The IMF and the World Bank in Jordan: A case of over
optimism and elusive growth. The Review of International Organizations, 1, 263-292.

Hausmann, R., Goldstein, P., Grisanti, A., O\textquoterightBrien, T., Tapia, J., & Santos, M. A.
(2019). A Roadmap for Investment Promotion and Export Diversification: The Case of Jordan.

ILO. (2020). Data tools to find and download labour statistics. https://ilostat.ilo.org/data/

IMF. African Dept. (2023a). Republic Of Mozambique: Second Review Under the Three-Year
Arrangement Under the Extended Credit Facility, Requests for Modification of the Monetary
Policy Consultation Clause, Waivers of Nonobservance for Quantitative Performance Criteria,
and Financing. https://elibrary.imf.org/view/journals/002/2023/255/article-A002-en.xml

IMF. African Dept. (2023b). Zambia: Selected Issues. https://www.elibrary.imf.org/view/
journals/002/2023/257/article-A001-en.xml

IMF. Central Asia Dept. (2024). Jordan: 2024 Article 1V Consultation, Second Review Under the
Extended Arrangement Under the Extended Fund Facility, and Request for Modification of

Performance Criteria-Press Release; Staff Report; and Statement by the Executive Director for
Jordan. https://doi.org/10.5089/9798400295645.002

imf.org. (n.d.). imf.org. https://www.imf.org/en/Publications/fandd/issues/2018/03/alesina

IMF. (2021). JORDAN: TECHNICAL REPORT—FISCAL TRANSPARENCY EVALUATION. jordan -
technical report—fiscal transparency evaluation

IMF. (2023). Jordan: Financial Sector Assessment Program-Financial System Stability Assessment.
https://www.imf.org/en/Publications/CR/Issues/2023/04/19/Jordan-Financial-Sector- Assessment-
Program-Financial-System-Stability-Assessment-532667



Budget Deficit and Fiscal Policy Variables: Comparing Jordan to the USA 574

IMF. (2024). First Review Under The Extended Arrangement Under The Extended Fund Facility And
Request For Modification Of Performance Criteria— Press Release; And Staff Report. IMF
Country Report No. 24/197

Johnson, C. L., Kioko, S. N., & Hildreth, W. B. (2012). Government-wide financial statements and
credit risk. Public Budgeting & Finance, 32(1), 80—104.

Key, V. O. (1940). The Lack of a Budgetary Theory. American Political Science Review, 34(6), 1137—
1144. https://doi.org/10.2307/1948194

Laffan, B., & Lindner, J. (2014). The budget: who gets what, when, and how? Oxford University
Press.

Magtulis, P. P., & Poquiz, J. L. (2017). Big government, big corruption? Examining the relationship
between government size and public corruption in the Philippines. International Journal of Public
Administration, 40(11), 954-967.

Mahalakshmi, S., Thiyagarajan, S., & Naresh, G. (2017). Foreign direct investment and regional
economic development. International Journal of Business Excellence, 11(2), 199-220.
https://doi.org/10.1504/1JBEX.2017.081432

Mawejje, J., & Odhiambo, N. M. (2020). The determinants of fiscal deficits: a survey of literature.
International Review of Economics, 67(3), 403—417. https://doi.org/10.1007/s12232-020-00348-8

Moslehpour, M., Al-Fadly, A., Ehsanullah, S., Chong, K. W., Xuyen, N. T. M., & Tan, L. P. (2022).
Assessing financial risk spillover and panic impact of Covid-19 on European and Vietnam stock
market. Environmental Science and Pollution Research, 29(19), 28226-28240.

nationmaster.com. (n.d.). nationmaster.com. https://www.nationmaster.com/country-
info/compare/Jordan/United-States/Economy

Nyasha, S., & Odhiambo, N. M. (2019). Government size and economic growth: A review of
international literature. Sage Open, 9(3), 2158244019877200.

Obeidat, M., Al-Tarawneh, A., Omet, G., Khataybeh, M., & Khamees, B. (2022). Macroeconomic
Performance And The Budget Deficit In Jordan: A Trigger Point For Change In The Aftermath Of
Covid-19. Journal of Governance and Regulation/Volume, 11(2).

Odehnal, J., Neubauer, J., Dy¢ka, L., & Ambler, T. (2020). Development of Military Spending
Determinants in Baltic Countries—Empirical Analysis. Economies, 8(3), 68.

OECD. (2023a). Economic Survey of Germany. https://www.oecd.org/en/topics/sub-issues/economic-
surveys/germany-economic-snapshot.html

OECD. (2023b). Revenue Statistics 2023: Tax Revenue Buoyancy in OECD Countries.
https://doi.org/https://doi.org/10.1787/9d0453d5-en

OECD. (2024a). OECD Integrity Review of Jordan: Together for an Accountable and Transparent
Public Administration, OECD Public Governance Reviews. https://doi.org/https://doi.org/
10.1787/8110327a-en.

OECD. (2024b). OECD Public Governance Reviews: Jordan: Together for an Accountable and
Transparent Public Administration, OECD Public Governance Reviews. https://doi.org/https://
doi.org/10.1787/be41202d-en

OECD. (2025a). OECD Financing SMEs and Entrepreneurs Scoreboard: 2025 Highlights.
https://www.oecd.org/en/publications/oecd-financing-smes-and-entrepreneurs-scoreboard-2025-
highlights 64¢9063c-en.html

OECD. (2025b). Tax transparency and international co-operation. https://www.oecd.org/en/topics/
policy-issues/tax-transparency-and-international-co-operation. html



575 Qandeel

Ozsoy, O. (2008). Government budget deficits, defence expenditure and income distribution: the case
of Turkey. Defence and Peace Economics, 19(1), 61-75.

Payne, J. E., & Mohammadi, H. (2006). Are adjustments in the US budget deficit asymmetric?
Another look at sustainability. Atlantic Economic Journal, 34, 15-22.

Peter Van Der Hoek, M. (2005). From cash to accrual budgeting and accounting in the public sector:
The Dutch experience. Public Budgeting & Finance, 25(1), 32-45.

Piketty, T., & Saez, E. (2007). How progressive is the US federal tax system? A historical and
international perspective. Journal of Economic Perspectives, 21(1), 3-24.

PWC. (2025). Jordan: Individual - Other taxes. https://taxsummaries.pwc.com/jordan/
individual/other-taxes

Quer, D., Claver, E., & Rienda, L. (2012). Political risk, cultural distance, and outward foreign direct
investment: Empirical evidence from large Chinese firms. Asia Pacific Journal of Management,
29(4), 1089—-1104. https://doi.org/10.1007/s10490-011-9247-7

Rahman, S. H., & Siddiquee, M. S. H. (2023). Growth effects of budgetary fiscal variables in a panel
of middle-income countries. Review of World Economics, 1-24.

Salvatore, D. (2020). Growth and trade in the United States and the world economy: Overview.
Journal of Policy Modeling, 42(4), 750-759. https://doi.org/10.1016/j.jpolmod.2020.03.001

Samadi, A. H., Owjimehr, S., & Halafi, Z. N. (2021). The cross-impact between financial markets,
Covid-19 pandemic, and economic sanctions: The case of Iran. Journal of Policy Modeling, 43(1),
34-55.

Sharp, J. M. (2023). Jordan: Background and US relations.

SIFMA. (2023). Capital Markets Fact Book. https://www.sifma.org/resources/research/statistics/fact-
book/

Smyth, R., & Kumar Narayan, P. (2009). A panel data analysis of the military expenditure-external
debt nexus: Evidence from six Middle Eastern countries. Journal of Peace Research, 46(2), 235—
250.

The Jordan Times. (2014). Tax evasion in Jordan — causes, means and size.
https://jordantimes.com/opinion/maen-f-nsour/tax-evasion-jordan-—-causes-means-and-size

The Jordan Times. (2018). Finances of 29 independent agencies merged into state budget.
https://jordantimes.com/news/local/finances-29-independent-agencies-merged-state-budget

The World Bank. (2022). The economic impacts of the COVID-19  crisis.
https://www.worldbank.org/en/publication/wdr2022/brief/chapter- 1 -introduction-the-economic-
impacts-of-the-covid-19-crisis

The World Bank. (2023a). GDP per capita (current USS$). https://data.worldbank.org/indicator/
NY.GDP.PCAP.CD

The World Bank. (2023b). Gini index - Jordan. https://data.worldbank.org/indicator/
SI.POV.GINI?locations=JO

The World Bank. (2023c). Gini index - United States. https://data.worldbank.org/indicator/
SI.POV.GINI?locations=US

The World Bank. (2023d). Gross fixed capital formation (% of GDP). https://data.worldbank.org/
indicator/NE.GDLFTOT.ZS

The World Bank. (2024a). Domestic credit to private sector (%25 of GDP).
https://data.worldbank.org/indicator/FS.AST.PRVT.GD.ZS



Budget Deficit and Fiscal Policy Variables: Comparing Jordan to the USA 576

The World Bank. (2024b). Informal Economy Database. https://www.worldbank.org/en/
research/brief/informal-economy-database

The World Bank. (2024¢). Strength Amidst Strain: Jordan’s Economic Resilience.
https://documents1.worldbank.org/curated/en/099800110012498130/pdf/IDU19a9¢4c7913b4f144
2claa381b0d42eac64d3.pdf

The World Bank. (2024d). Tax revenue (% of GDP). https://data.worldbank.org/
indicator/GC. TAX.TOTL.GD.ZS

usaid.gov. (n.d.). USAID.gov. https://pdf.usaid.gov/pdf docs/PBAAES544.pdf

Van, V. B., & Sudhipongpracha, T. (2015). Exploring government budget deficit and economic
growth: Evidence from Vietnam’s economic miracle. Asian Affairs: An American Review, 42(3),
127-148.

Vasilev, A. (2015). Welfare gains from the adoption of proportional taxation in a general-equilibrium
model with a grey economy: the case of Bulgaria’s 2008 flat tax reform. Economic Change and
Restructuring, 48, 169—185.

von Hagen, J., & Wolff, G. B. (2006). What do deficits tell us about debt? Empirical evidence on
creative accounting with fiscal rules in the EU. Journal of Banking and Finance, 30(12), 3259—
3279. https://doi.org/10.1016/j.jbank{in.2006.05.011

Wang, X., Dennis, L., & Tu, Y. Sen. (2007). Measuring financial condition: A study of US states.
Public Budgeting & Finance, 27(2), 1-21.

Waseem, M. (2018). Taxes, informality and income shifting: Evidence from a recent Pakistani tax
reform. Journal of Public Economics, 157, 41-717.

worlddata.com. (n.d.). worlddata. https://www.worlddata.info

Yom, S. L., & Al-Momani, M. H. (2008). The international dimensions of authoritarian regime
stability: Jordan in the post-cold war era. Arab Studies Quarterly, 39—60.

Yunusovich, U. U., Gaipovna, T. R., Azadovna, S. M., Komiljonovna, I. N., & Mansurovich, I. H.
(2021). Matters of revenue generation and cost optimization while increasing the efficiency of the
state budget. Journal of Hunan University (Natural Sciences) Vol, 48.

Zhao, L., Zhang, Y., Sadiq, M., Hieu, V. M., & Ngo, T. Q. (2021). Testing green fiscal policies for
green investment, innovation and green productivity amid the COVID-19 era. Economic Change
and Restructuring, 1-22.



