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Abstract

The significance of this study stems out from the need
to highlight the budget deficit crisis in Palestine, as well as
analyzing its economic effects, especially its effects on the

economic growth.

The study aimed to determine factors that lead to
exacerbate the budget deficit crisis in Palestine, and

analyzing the impact of budget deficit on Palestinian GDP.

The study addressed the concept of budget deficit, its
causes, and ways of recovery, in addition to analyzing the
evolution of the budget deficit in Palestine, and the evolution
of the Palestinian GDP.
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Also, it through analyzing, told about the relationship

between budget deficit, and Palestinian GDP.

In this study, the researcher used descriptive analytical
approach to demonstrate and analyze data, also he used
standard and statistical approach to test the relationship

between the study variables.

The study concluded that there is a significant
relationship, statistically significant between total budget
deficit before grants and aid, and GDP. The results showed
that the growth of budget deficit by a percentage of 1%,

could lead to an increase of 1.763% in GDP.

The study recommended on the need to make a
comprehensive development plan by the Palestinian
government to reduce budget deficit, this plan should be
implemented in context of a general development strategy,
aimed to address all structural imbalances suffered by the

Palestinian economy.
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Dependent Variable: DGDP
Method: Least Squares
Date: 11/13/16 Time: 11:33
Sample (adjusted): 1994Q3 2014Q4
Included observations: 82 after adjustments

Convergence achieved after § iterations

Prob. t—Statistic Std. Error Coefficient Variable
0.1693 1.387058 8.644611 11.99057 C
0.0052 2.875933 0.143149 0.411688 DBD
0.0000 10.98329 0.070871 0.778402 AR(1)
13.26224 Mean dependent var 0.565175 R-squared
25.96867 S.D. dependent var 0.554167 Adjusted R-squared
8.579748 Akanke info criterion 17.33948 S.E. of regression
8.667799 Schwarz criterion 23751.94 Sum squared resid
8.615099 Hannan—-Quinn criter. -348.7697 Log likelihood
2.218675 Durbin-Watson stat 51.34110 F—statistic
0.000000 Prob(F-statistic)
.78 Inverted AR Roots
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(3) b gala
Null Hypothesis: BD has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=0)

t-Statistic Prob. *

Augmented Dickey—Fuller test statistic -1.946071 0.3100
Test critical values: 1% level -3.511262
5% level -2.896779
10% level -2.585626

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(BD)

Method: Least Squares

Date: 11/13/16 Time: 11:19

Sample (adjusted): 1994Q2 2014Q4

Included observations: 83 after adjustments

(4) # Gala
Null Hypothesis: GDP has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=0)

t-Statistic Prob.*

Augmented Dickey—Fuller test statistic 0.601945 0.9890
Test critical values: 1% level -3.511262
5% level -2.896779
10% level -2.585626

*MacKinnon (1996) one-sided p-values.
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(5) & gale
Null Hypothesis: D(DBD) has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=0)

t-Statistic Prob.*
Augmented Dickey—Fuller test statistic -11.63865 0.0001
Test critical values: 1% level -3.513344
5% level -2.897678
10% level -2.586103
*MacKinnon (1996) one-sided p-values.
(6) o) 3ala
Null Hypothesis: D(DGDP) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic — based on SIC, maxlag=0)
t-Statistic Prob.*
Augmented Dickey—Fuller test statistic -11.56554 0.0001
Test critical values: 1% level -3.513344
5% level -2.897678
10% level -2.586103

*MacKinnon (1996) one-sided p-values.

Augmented Dickey—Fuller Test Equation

Dependent Variable: D(DGDP,2)
Method: Least Squares
Date: 11/13/16 Time: 11:24

Sample (adjusted): 1994Q4 2014Q4
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(7) b gala
Dependent Variable: DGDP
Method: Least Squares
Date: 11/13/16 Time: 11:27
Sample (adjusted): 1994Q2 2014Q4

Included observations: 83 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

C 13.46689 2.864328 4.701589 0.0000
DBD -0.055970 0.162523 -0.344383 0.7315
R-squared 0.001462 Mean dependent var 13.36972
Adjusted R-squared -0.010866 S.D. dependent var 25.82840
S.E. of regression 25.96834 Akaike info criterion 9.375435
Sum squared resid 54622.75 Schwarz criterion 9.433720
Log likelihood -387.0806 Hannan-Quinn criter. 9.398851
F-statistic 0.118599 Durbin-Watson stat 0.569292
Prob(F-statistic) 0.731451
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Heteroskedasticity Test: Breusch—Pagan—-Godfrey

(8) o Gala

F-statistic 0.087667 Prob. F(1,80) 0.7679
Obs*R-squared 0.089760 Prob. Chi-Square(1) 0.7645
Scaled explained SS 0.162847 Prob. Chi-Square(1) 0.6865
Test Equation:

Dependent Variable: RESID*2

Method: Least Squares

Date: 11/13/16 Time: 11:35

Sample: 1994Q3 2014Q4

Included observations: 82

Variable Coefficient Std. Error t-Statistic Prob.

(o] 291.4040 64.26717 4.534259 0.0000
DBD -1.075683 3.633014 -0.296086 0.7679
R-squared 0.001095 Mean dependent var 289.6578
Adjusted R-squared -0.011392 S.D. dependent var 576.2354
S.E. of regression 579.5083 Akaike info criterion 15.58632
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