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The Impact of Fiscal Policy on Economic Inflation Rates in Palestine, During the
Period 1996-2017
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Abstract:

This study aimed to identify the impact of the evolution in the volume of both government expenditure
and tax revenues on the economic inflation rates in Palestine. The study used the analytical descriptive
method based on time series data 1996-2017 and the application of multiple regression technique to reach
the real effect of these variables on economic inflation rates.

The study has come to a range of results, of which, most importantly, was the significant effect of the
financial policy on the inflation rates in the Palestinian territories represented by government expenditure,
where the regression coefficient (0.01) with economic, The results also showed a positive and slow effect
of one time period (one year), which is statistically significant at 10% of tax revenues on economic inflation
rates in Palestine, Where the coefficient of regression (0.01) With a positive economic elasticity .(0.08)

The study also recommended that the Palestinian National Authority should review the economic
agreements with the occupation authority in order to re-crystallize new directions to enable them to control
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the tools of monetary policy as well as fiscal policy to be able to real treatment and control of the
phenomenon of inflation.

Keywords: fiscal policy, government expenditure, tax revenues, inflation, Palestine
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Cal yaariall s duen] c_ﬂﬂ\ el Aalana (183 Alall sda ‘fj ¢4 c_‘tdl el (e Afudie ddlaliie Cfypatia
leas Aikalinall Clpriall zalety Caped Aikalie Cihyasie o g5t 3 z3lailly (el e Unlin aliioudl)
Sars (1995 ¢« pal) Aiinadl Cburiall Analally spalall adll Jo il jasiall 3palall 2ol aes

) sl o aaly Jiie gt ga Al (A bl 34l A2 lua

k m
Yt =a +Zﬂ]Xt_] + zylyt_l + St
j=0 i=1

t V) i) o (oS S e (e ST e (ggimn (531 el lasiV) 23 pail Aalel) dxpialls

k k k m
Yi=a+ z B1jX1-j + Z B2jX2e-j + z B3jX3¢-j + z YiVei t &
j=0 j=0 j=0 =1

idlasyl il 3k saa) :(Ordinary Least Square — OLS) Ll giall clagall .5
Eoann 35 Lol Lyl o3n ailad (pay ¢ Jani¥) ziset (cDhelas) cilaben i 3 Ll S
Glayall danyhaly (256 2005k ) alill juidll saalidl andll e 3)aall audll cldlail Cla e
Al 038 aladiul 08 @3 il ziget (g A isE o g Bauli] Cilialil sae Laladl (gyaaal)
sl i ((Alsall) Alpdiall SUadY) s o clial 58V o305 L 358y il il e slaie¥) 2y
sl an s Gl Jee duilanie Uadl) agaa ‘\JM Gsbow zagaill sl lal) L) ¢ oaidall
Glyriall Pliad (Wadll ag0a & N B dsag ate e pand) Lan e A sl agaa
giseill (& hadll #1525V AlSie d5a5 ade e Badadell HlasV) #ilad B Gl Lo e Alfu)
z3salll Clalae iy alall oA Aanylall o2 e slae) 5 a8, (Gujarati, 2004, P63-P65)
Rl Adat) gl Ll

WY l) el Auhall cilyitie e Ll calylad) ehaly Laldl culd cuhall i ULl guead e
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zasall ) diagll &3 Gl aayy caneiall laad¥) calyladly elnbal delSall caljladly o Kall colladl
el 3gail dulall il Glage A Ly s pall ool 23500 Rl U (e salaie] 55 ¢ Sl
L) yall
)l Cpitial uagh Julatl)

Oe iy ) Cyuiia Cinas) Ludia sl ddilany) Culllll) (e de gana Auball 028 6 Fal) Caeadiiu

Gihaly laad) Tausll Clas 2 G A5G Aejill Guplees il Gaplie pan aliiul Dl
cailein) L clyiall (e paiie JSU A Ty dad B SISy bl cihitie e it (S0 (g el
pal a gy olial (1.3) Jsandly ciuall 55 A chusiall Jiadl) dudall mea il Al JIKEYL Hall
2 3saill Cipuaial Ailasy) Cuulid)

dpal) Syl dstuagl) duibasy) Guslial) aaf g 1.3 Jsaa

L L )iy SEYPPN| XX .
Aot ol Ao 3 ) puiiad)
ol lead) claalial)

)
ry

22l abdl a8

110.99 54.92 19.13 86.37 (CPI) ligivual)
4052.73 1072.10 1081.61 2454.22 22 (G) assadl Ly
3241.73 183.0 909.06 1414.82 22 (TR) 4w pall ciday)

Eviews zaliy cilajde s &alll slae) 1 jaadll

Ohads 8 (lgtiaal) Jlaad) il ad)l) Al jariall laall das sl o iy (1.3) sand) DA e
G iy N5y (54.92) dad S8 ilSy ¥ (19-13) (glaw (lane Calimils Y2 (86.37) il 8
22017 ole 8y Nsn (110.99) @llenaall jlandl ool 280 dad el iy L 21996 ole
Sl ey sle (2454.22) Gl b (asSal) GAYY) el geidl leall Tangll 4l Lay
21996 ale & elldy Mo cysale (1072.1) dad Jif by ¢ Vs (ysale (1081.61) (gylne il
22017 ale bl Spal Vsn yaile (4052.73) (golod oasSall Bl Gad e cilS

Syl V53 ale (1414.82) aly calands 8 (Lnpapeal) o)) asial bl Lol o 53 1l
Syl 53 (183.0) dgpall oD s Jif cialys ¢ Spel Y50 5ale (909.06) (e il
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dle 8l Sopdl V50 (3241.73) cialy dpall @lahdl ded Lol Ly 2001 ale b ellyy
2017
Adiail) bl - o€ ufjLadl

(ADF - Augmented Dickey Fuller) glaal ahaanuly 5 <ull Gl)lodl #il mag (2.3) Jsasll
Y1 @l bl s cgsinadl Gulad e 3l Judall €0 5lasy (Phillips Perron — PP)
32 %5 AN (sime die (sKall Alajal Ciliag Auhall Ciliie gaes o iy Eaa o 17 Difference)
i€u e (C1~(2)) AV Al (e AalSie Zaiadlh Judbadl o) Sl e iy L) A1 (358l 24
Y ol ax

il cipaial (Unit Root Test) sasll j3a jLad) gl :(2.3) Jeaad)

ADF PP
i purial)
(g5huall J¥ gAY stal) ISV 5a0
CPI -1.638 -3.726* -1.558 -3.713*
G -0.619 -6.061* -0.389 -6.219*
TR 0.219 -5.599* 1.157 -5.783*

Coa Zald) alae) 1 jaadl ((Mackinnon:1996)d adsaall sl o (%5 (gie die Aygiae *
Eviews zaliy cilajis

syl el S tdad) Jalsal) cyLad)

okaly (Trace) 3 jledl 4 dbaally sl JelSall 5 guila s cl)loal) z mags (3.3) Jsanll
e gl e pai Al A ill elaall dedll lad) dags culS Gus ((Maximum) sl del

Ay geiindy Agadall A dll Gy J6lby %5 (goiue die Apgine (1 = 0) sha (gl JalSall culeaia

Axie dpng sl ) Anedall Raaydll Hlidl Aam ol Ly o1 > 0) JelSill ania jia e S
Bng JolSS dnie dgag z aaYly G ill o2a Jol o5 Mg dusien e (1 < 1) ASY) e g Ll
datie dgag Ll oSl ellig ¢ BV las) Aag sem adaall Aedll las) cul€ S, o(r < 1) <Y e
atll (g ST el AR &gl 2l o Gua Lz dsaill Cihiie Ga SV e aaly dde JalSs
Ligunall aitll il iy o1 = 0) Jo¥) Aeanl) dumpdl) Hlod) vie olldy %5 (giue die sl

(r < 1) A0 fpedall Azl Hlodl) die Glly %5 (g5iae die Aadgaall 2l e A Lol
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(Csilasa) Aok il Jelall jlodl =it @ 3.3 Jsasll

A tas)
Aasal) Al amll ad
sy Aod dua il
Critical value Jaldll)  algatis s
Statistics PPN
%5 & yidall
33.39* 29.80 r>0 =0
12.04 15.49 r>1 r<1l
3.37 3.84 r>2 r<2

*Trace test indicates 1 cointegrating eqn(s) at the 0.05 level

elaall el las
21.36 21.13 r>0 r=0
8.67 14.26 r>1 r<l1
3.37 3.84 r>2 r<2

*Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level

Eviews zalin cilsjde s &alll slae) 1 juadll

Latlany) gl R

Ayl g igal pads il

el il il A8 Gupn G Auhall z3sail Alasy) il mill luadi gae b Led
el o3 Cum o lgiall jlan il 23)ll) Al el o (G pall ClalaY) ¢ e sSall LY
o el il e Rl el b Al cnal L Ay b Lae Athladl clpisd e
Akaike ) Hlma o alae¥h @lldy Calall saaly Auia) 3t slaty) cilyid Joda anaan 239 A2 Cfsinl)
calall yuatially Alaiall il puatiall saaly elan) 338 & dgaill joais 3 @l e ¢lug o(info criterion — AIC
s ool (4.3) Jpaally 4l ygem Jumil bz 3gaill o slaily Bugins uall apall Cada 3 lld aeys
Aysmaals alal) g sems 7 3paill 3 Anpaall ciriall Hlasi¥) cBleles o Joaall dady Cum ¢ il 30
bl Jpanl i lealls it gaand Aol 2yl o 3 (bla] oo
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(3aals sl 555 Aaall Cipiiial asmial) Jlaai) g igad ol gilii : 4.3 Joia

-

D lalaal) Aaudl)
dg yal) s
&) pciall §)aial) dad  AMiaY
Elasticit gl VIF
il Coefficient - "t Ll P-'
y S.E
s 'Value
G 0.01* 0.37 0.00 6.007 |0.000 4.01
TR 0.01** 0.08 0.00 1.879 |0.077 4.01
15.57 —-—=
Constant
48.45* 0.55 3.11 1 0.000
R-Square = (0.929, Adjusted R-square = (0.922, DW = 1.11
F-statistics = 118.535, Prob(F) = 0.000, Mean (VIF) = 4.01

Eviews zalin cilajie coa Balill dlae) @ jaad) %10 die Zosine ** (%] (g5 i (gyine®

o x5 Aaill s2a5 (0.922) iy z3saill Jandll aaaill Jalae G o Glud) Jgand) il (e ey
D il W) Al pundll il e %922 i ziseill dajaad) Al il
& Anaall Al @bl lenw dgm bl uadl 8 Gl e %92.2 o e ) o(Sllgiad)
.z dsall

el i il Hlan caldll a8l o asSall LYY it sl Lady odlel Jsanll DA (e
Agalal) &gy (0.01) Jlasi¥l Jalee gl Cum %1 (gine die Ailean) AN 535 alad) 556 250
Gy ok Blaial e sSal) BN ellgivndl jlen oulidll w30 Alaind o Sie 3y (0.37) 2l
Ay 530 gl jlenl uldll Gl el (a5 %10 haies 33l (esSall LYY s o
%3.7

(sanl A 33ny G 3558 g losny o) 5 g ) il gl Y1 iy e Lo Lty
¢(0.08) duase Aol Aigyer (0.01) Hlasi¥) Jelee il 38 %10 (g5ie 2ie Afilas] ANa 5y
G o) Gy Bl Blsia) Tl Gl dllgiaadl Hleul il W85l Blsaal ol i @l
%0.8 Ay 30U @llgianall jlanll bl w8 x50 %10 haier 32U Lapspuial) Y
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£

paal) Adyal) zdsal (anduil il

z sl Ly ginag yaail) Jalaa .

%T74.6 4w Lo ot aiisal) Szl (¥ judo 1aas %92.2 JSS #2350l Jasadl sl Jalee aly
Slptall Uadll 3ga 2Ll dsilly (lleioall Slan culidll a8)ll) bl el (8 dealall axall o
z3sai OIS ale (a5 daiban) AV b 7 dsaill Calpitia paan CailS LSz dgailly 25 ol (AT Jalses
Prob. = ) Jlasl (118.535F =) ,loal ded caly Gum %1 (ggine dic Agilian) AN 5 laasV)
(4 Jsa czasall yuad il Hhil) L jadall z3seill 3agad jady 13 ¢(0.000

(Blod)) Uasdl ygan ML .

AICad) 038 ez 3gall 5a e B 5 Can ¢ I Tl V) ASEe (pe z gaill sla o Tadd) paa (Dl
oo ) WSy 5 0 O oliS (DW) cipatly o> LT A8 ol Lle o(DW) Llsa) plasaudy
Lot ¢ b A3 Loyl @lin (6K A1 g sl 13 Ll o B ¢ alag) S Dl lia (46 aall
Al by saill 14 45 (Diebold, P51, 2018 ) 13 Balsyl aap ¥ 2 daill (e o Levie
ke aga paad judn Al Al Jo8 sy lae 2 Aeidll (1o A dad ag (1.11) dasunall jlnsl)
S (M) Jloal da I o505 (4.3 Jsan ez isaill poai mils Hlail) 3saill Bl & S Balajy)
ke dgay a2ad 25 (€ae 0.05 (g5ime (e ST 525 (P-value = 0.232) Jlasl (1.602) <l
LA Tl LM las) il meaiass (5.3) Jsaally craseid) s & Al Lol Y]

LSV LU LM jlad) &30 5.3 Jean

Ayl (S iua JLuay) ded slaaay)

0.232 1.602 LM

Eviews zaliy clajde s &alll slae) 1 jaadll

suall Tail) agan o gia 31gbua Nd

e gill) culy (One Sample T-test) jlasl alasiuly jiall adll d50s Jaugie slslue lasl 2
Jsd ac s lae 0.05 e St a5 (P-value = 1.000) Jlaals (T = 0.000) (g5l HLasY) dad oY
LAY 3l g (6.3) Jsaally i (grbow tadd) 50n Javsie of Ao el ) Aaedal) Faa
Jtall adl) a50n Jaugio slsluad T jlod) milis : 6.3 Jsaa
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Ay al (S5 sa JLaAY) dad Jkaaay)
1.000 0.000 One Sample T-test

Eviews zalin cils de croa &alll shae) 1 juadll

Aadl) gaat adal) ajgal) .o

il cul (Jarque—Bera) laal aladiuly Sladall Uadll juidd oasdall syl Jayd e it o
Jsil i lae 0.05 (e ST a5 (P-value = 0.456) Jlaals (1.572) (sslud Loyl dad (¥ i
s bl (2.3) U<l \»_ula 1&% icige Alpdall Wadll agan of o et ) dnerad) daa il

sl agaad apdal) aoysall lod) il

6
Series: Residuals
5 Sample 1997 2017
Observations 21
4 4 Mean -1.28e-14
Median -1.510530
3 | Maximum 7.488225
Minimum -7.560859
) Std. Dev. 4.843708
i Skewness -0.041064
Kurtosis 1.662180
1]
Jarque-Bera  1.571945
0 Probability 0.455676
-10.0 7.5 5.0 2.5 0.0 2.5 5.0 7.5

Eviews zaliy clajde s &alll slae) 1 jaadll

Wadll agaal andall auysill Jarque—Bera jladl mik: 2.3 J<&

Bl ygaa oailad A

(White) jloal alaaiuls Jaydll 138 G geanll 2y ot agan ol ol 4y aay Uadd) sgaa (il Jays
oo S g (P-value = 0.742) Jlaals (F = 0.542) olud HLad¥) dad oY jain miball cul<s
23 g (7.3) Jsaally ciuilaie tadll agan o Ao pas S Bnedall dacayill ol uds Lae 0.05
Jhall agan Guilan laal
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AVl ggieas JLuaY) dod BIEGY
0.742 0.542 White

Eviews zalin cilsde crua &alll shae) 1 juadll

sandl Wy oo Atal) Cfpiial) JHE . g

Adiall ahaiadl G (Jle Jaalp asag a2 4 daly Gl Leian e Al @il Pl Loyl
Jabea sl alasinly Tyl 13a e gaail iy ¢ adll 2 1533V ) A0 Cuy Ja ) 3 Uy gy Lad
(4.01) &b oolall st Jalee Jaugic of G (Variance Inflation Factor — VIF) oulall s
pie ol 1as 5 Al slam o Alisaall il plal) s cBlebae ale U5 5 e BT 58
(43 Jsas ez agaill s il Hlal) Hafall 2 3seill Baga ac s Les gz dsaill 3k 03] AlSia 35a
Rl ) o) il T :la

G gl Hlanl bl Bl 5 el e %92.2 4 L o) Yz 3saill Rgudall mAl s
bl Ablall 8 e Akl LI Gl i DA e by (Ko pdmil) cVaee (Ko
S aaa Ledl ilisal) (o Ao ganas laiye Aridanddll  al¥1 8 pdiail 50U o 3) cidanddl
el DLV Ty (s (abaBY) gl G aSan diihe) Laseads aplad) Alledl ae d)lal)
%90 ol Lo of 3 iy cbands G ()latl Jabidll ¥ ame ad) 8 aal Lo say Ll ALY
Y ad Aibie praal Y Aghanddl) oalY) dag Lo sas cdibal e SB Rhuldl) Gl aas o
Ll ALl bl ) 5Bl ) sianall adiailly Laboaitl agde (3l Lo f L) (ol pianl
Balallods (e %92.2 4uei Lo ¢ 3) Avihasddl)  cal V1 8 adail) e 530N 8 a1 Jalad) e

Aidandal) dak gl adaludl U8 (e deidl A0 Glaladl DA e i
Ay ilpalls o sSall Bl Leanls e site culpaly Auislandldl) dida gl Aaloll Adlall cluband) ) Sy
@sine il asas ) Adadall Auhall pil s 3 Al Abuad) ool Aualiaidy ) cabylaill Wy (i
Db il ()1 Abies Avila il al¥) 8 adil) c e o sSal) BUED Ailian] ANV )
A Alaiad o Y sl Lo sas (0.37) Aol Lgpe (0.01) lasi¥) delae gl Ca Sllgindll
e 330 e sSall YT a0 sy danyla Ailaniad esSal) B el jlend bl
Aoyl (3laie ae daill o2a (3ilsEg % 3.7 Anis 53l cllgiondl) jlany culidll 33 el (3500 %10
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3aL) o 3 sailadl adcaill CV ey casSall BT aas o Ak Al d5ay S5 ) Apalaisy)
Albs Aleall dad aledi) B agun Lo a5 Alsall dada a8l Gaje A 8ab) 4dde Coju osSall By
¢ eiaaall g WY1 san lanl L pday (S a1 ol Adeal) Jsdall Galidily Lol Aahall ssall (alssl
i Al Aaall ey e dagd (Al Al Al Anbidl osSadlh BYT 8 augll Al Cayg
Gy Al paanid Lilanldl) Aol ALl (8 ilandall aagll by caandall Ve 5aL5s LY
e Slonsall abiaial) cildially Cilg s sl ddasyal) dbedall calaal) dudas) oady S50 casSal)
gl aga 521 Y1 a5 leibiloe b (Al Saall G iy kil il 4ag¥ d5aa Ganads
Aglse AasS Aaail Aol Clsdl 8 aSal) e Lgnyaal Agida gl ALl i e Lagead adiaill Baa
waaty sl 3hsY) ol o i Julads (6500 iy dga e pSanll bl ) 3jalall s3a (e 2all
e Cigplig lls)h 8 3alall o3 e aall Al oS Lealasial dal e Bl 21l Y aes
ials (a8l blie b dundauldll al¥1 6 adill Ve o Bappall Clalay) ik Gl Lab Ll
AN 5hy (3asly din) Basly duie) 358 glaey e LG 2sas) Al jutnd ALl Aubad) Gl e
Aol Aigyer (0.01) syl delee gy Gus il cl¥ane e L %10 (g5ime die dlas)
doph Alsiu) dupall bl i) Jlend bl b)) dlaial of e s (0.08) Lisge
3aL3IL el jlen cabidl) 831 5l (s3500 %10 haes 53l G peall cilalyy) iyt o) Cann
Laiin oasSall (31 3305 of ) ¢ sSall BN alall HUaY) pe Al gie Al o3a yiiads «%0.8 Ay
Ome e sy Al ALalull 3l A3 aaal) 13a g i) Ll dupall il aas sl pilae (S0
-] adaill iV aee ad) bl sl Gaje S salsl ) e
Cilua gilly i)
i) <\
o ilpally (asSall BUEY) ey Alsall LpalaiBy) Al lisSa aal ol AW Aubidl o -
Al gl il Joall leale aaies Al <)l
205l Al Al el DA (e pdcaill Zallaad Llad) Aubndl clsal e SlaieWL Joall a5 -
I g L el Gmgprdll aaa o B0 daas Gl 30l asSall BUY) Jmaids ) Giags

cadcaill OV ara s
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adaill ¥ aee o oosSal) G dilas) AN 53 (gyine il pns Rl Al 2308 Copelil -
Bgyar (0.01) Jhasi¥l Jalae gy Com i) o ol W3l dbies danhaddl) ah¥) 3
Alaiad e sSall 3L lgind) Hland bl W85l dlaiad o ) el e sag (0.37) sl
Algind) Sl bl 2850 5l (350 %10 ik 3330 casSal) BT s o Cuss dunyh
O Bk ADle dsas S5 Al Lol Al 3hie g Al o3 5T5 (%637 Lawiy 32U
BBl adaill cV ey sl BUEY) aaa
(S die Axilas) A3 535 (sasly Ai) Banls Arie) 558 tatey lad) 5B agal RSl i -
(0.01) Jhasi¥) Jalew gy Cam ¢cpplandd b (abeai®¥) adcail) ¥ ane e Aappall a3 %10
A peall il i) Sland il 850 Alaiad of e @iy ((0.08) Ganse dpsboail A yay
Db ) (B ) (350 %10 laies 33U Ayl Claa¥) Caasn of sy anyl Alaaal
33L) O 3] ¢ oasSall BUED alall HUaY) pe Adblgie Al o2a ity %008 Aawiy 5alilly cllgnuall
Adabud) (L) 9123 paall 138 i) Lol Ay pucall oY) aaa 5ol il (05 Jadiny (e sSa) LY
Lo LY pdatll Y aee ad)y My 2l Gmpe 33 ) e e Lo sas Aidaddl
Sluagil) < Ll
Loy i) pe Aabsi®Y ) QBLEY Zaalye 3ol o 3l Apidanlal) dka gl Adalud) oL8 5y5 5 -
bl Glgal e sl e e saaa Cileass 35k sale) Jal e alasdy ) Gl Lead Jodu
ezl sl e dgiall shaadly # 3l e oS S Al Al cailay Al
U ae @lal Jolall 3 A< salely (LShu) SLaBY) e oyl MSEY) e Jaall )53 =
Agindandall ol Y1 ) acar (s2lg ) sinal) (galaiBY ) pdaill Vs (it b Aaalaal) p s (g A
S Aplaall cdiall al) S Jiis gl e Joalld (gylan iy ST Lhemy Jiihad DA 00
Aginhuddll ol e adail) jhlie e sl G ages of
Gl bl e UYL aui Aalle Glubiw (A5 0bp o Aiidanddl) dydasll dalull Jee 3)5 0 -
Alad) sas e i) b alen¥) Jal e dee s sy dee agd GlA B aged 3 Aaled) By
s Ay Aal el Gl A GaesSall clil) adp o Jeall pe Banlall a1
Ggnda ol 45 gel) Caytiog Dale
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2alall

dupll aalal) Y4
=2000 33l Auld dubs ulaadd (B (oalai®y) gailly aduatl) oy Al 1(2016) .p cliaey s -
(osdie e yinale dlluy ) L cphald AadllY) daalal) 2015

) il 205 Aela ¢ il 3 golaBY) salll o osSal Gl 1 :(2016) g colon -
(Ba9hie e feale

Alas . "Rl LgSlulSaly hall B gkl adail 3L " 1(2012) cuea o Lelly . JLS (5515 T -
A7 =26 (e .12 2aall ) Jal

)2 2014-1986 55 s Sih5al 3 aiail e Alally dpad) Aubed) 57 :(2017) L caenl -
(Bosdie e ohsSh Allu) L el il dene dasls LAl Allan

B Sl B adiat) ciaee o Laiil dubd) S :(2014) cled) o deal 5 5L cp crend -
18-1 Lo adllls slaidyl dlae .'2014-1990 5558

ilae.2014-1990 sad) PAa el 3 (gola®¥) saill o oasSall 31 3:(2017) - om caismly -
240-213 0= -(16) 17 Aad) .delan¥y 2ulua) aglall Guay)
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