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The role of financial policy in achieving stability in the general level of prices in the in
Palestine.

Prepared by: Khaled Mohammad Ahmad Ghareeb

Supervised by: Dr. Atef Alawneh

Abstract

This studyaimsto identify the role of financial policy in achieving stability in thengeal

level of prices in the in Palestine, during the period between 1994 and 2015. The
researcher focused on studying the development of Palestinian financial policy tools, and
verifying its role in achieving one of the most important objectives of tlmosaic
stability, namely stability in the general level of prices in Palestine. That was conducted
through describing and analyzing time series of the study variables: (The volume of public
expenditure, the direct and indirect tax burden, the status diutiget as independent
variables, and the general level of prices as an dependent variable, by adopting the

Consumer Price Index CPI).

The researcher used the descriptive method, the analytical method and the standard
method, as they correspond to thediseries for the purpose of describing, analyzing and
measuring the phenomenon and its hypotheses. He also used the secondary data (time
series during the 1992015 period) for the study variables (the volume of public
expenditure, the direct and indire@x burden, and the general level of prices, as an
independent variable, by adopting Consumer Andex (CPI) obtained from its official
sources in Palestine. The data were analyzed and their development was described through

relying on the change rate$the study variables during the period 12®15.

The results of the time seriasalysisshowed that there was fluctuation in the development

of all variables, and the analysis of results showed that the main reason for the instability in
prices and ta fluctuation in the time series of all variables are due to the political and
economic instability in Palestine. The study also showed that the continuous rise in prices
is caused by the rise of the import prices, and also caused by the focus of fipalcyal

on current expenditures, which is directed then to consumption; Thereby increasing the

aggregate demand for the aggregate supply.



It wasproven in the statistical analysis that there is an impact of the public expenditure on
the general level ofrices The results of the statistical analysis showed that the variable of
direct tax burden has an impact on consumer prices. As for the two indirdiles of the
tax burden and the status of the budget (deficit or surplus) the result showed tinatviney

no impact on consumer prices.

In light of these results, the researcher presented a humber of recommendations, the most
important of which is the need to work on the formulation of financial policies capable of
functioning independently of the negegiimpact of the objective political and economic
conditions, and to focus the policy of public expenditure on development and investment
expenditures, so as to support the production process. That will increase the overall supply
and reduce the overall sand and thus lowers prices. This also shows the need to review
the tax system so as to ensure the stimulation of production and the increase of supply in
order to reestablish balance between demand and supply.

Keywords: The Financial Policy, Volume of Bpenditure, Direct Tax Burden, Indirect Tax
Burden, Budget Statutje General Level of Prices.
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