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PROMOTION OF INDUSTitIAL DEVELOPMiLT aND ..NBERP EMU.(SHIP

IN JORDAN 1967-1968

1. In a paper prepared after the dislocation of June l967l{ we pointed
out that the Hashemite Kingdom of Jordan had a rare opportunity to re-
orient its industrial development by udopting a strutegy which would
emphasize quality and direction of industrial production, and the prepa-
ration of an industrial base designed to back up such reoriented devre-
lopment. This would include investment in new high~quality human resour-
ces and new technology designud to enable the country to cormpete abroad,
Jordan's economy should becore "outward-looking"2/, that is, it must
place much greater reliunce on exports than heretofore. This general
industrial call to arms wus followed by an explanition of the conceptual
and technicul detuils involved in such a reoricnt tion, and o sketch of
the c.mponents of a lomy-term industri.l propgra.ne. The remainder of
this paper first carrics a brief restatement of Lhe ¢lements of an
outward-looking strategy of industrial development, followed by an cnu=
meration of the specific problems we at the JCID h.ve ercountered this
past year, It ends with a list of areliorative measures proposed, toge-
ther with notes summarizin, their implementation and/or efiectiveness,

2. Inspite of temporary disruptior of Jordan by mititary ccocupation,
the Governme:rt has been proceeding with the Implonent itiorn. of the oeven
Year Plan for Lconomic D ve lopment 196L-i/70. although the Last Bark
retains ost of the Lerger incustries, the domestic market nus shrunk

and the loss of transit-trade and tourist revenues has put service induse
tries into « difricu_t pesition. Developnent scnencs ~f hiyh labor con=
tent have proved to be lar-ely pillictives ind apresr unlikely to make
unskilled labor more productive, Therefore, o new Goparture in industrial

development strongly rccomnends 1tselfs

3. Traditional ¢conouic development repisters progress in absolute
magnitudes, such us growth firures of Gross Lztional Product, and of
per-capita prouuction and incomes. 4n outward-looking industrinl dove-
lopment strategy, on the other hand, pays more attention to the quality

and the dir-ction oi industcial growth,

*

4 Jord.n can,and Lo some extent his alread ~ade jood some of the
[ ] - ) . &) .

1/ "New Industrial Policy for Jordin", Jordan Investment Newsictter,
September 1967,

g/ Sce Denald is. Keesing, "Outward-looking Policies .und Economic Dcvelop=
ment", bconomic Journal June 1967, p. 303 - 320,

Note: I thurk my collcaguc George M. Stulker, 1LO Scndor adviser on
Managenent Levelopment, JCID, for his suggestions on this paper,




losses, But thc problim of highest priority remains the reintegration
and reoricntation of existing industries into an ocutward-looking industrial
complex,

5. as 4 first step in the wy of tackling such reintegration and re-
orient..tion, u systorutios surve, of cxport probuabilities snould be under-
teken. Export protubilities cri first, identified by extensive foreign
market rescarch, Lxport roscibilitics follow, to be fed by praructs
which Jordun can woviiop within the 1o worl: of 1 systematic new
industriul expunsion. To #ot such an export effort of £ the ground, Jor-
danian industr  rust unaert.ke a vustained programe of market indenti-
fication und export promotion. This effort will have to proceed at all

levels und ert.il the closest co-optration between Government and rivate
busiress,

6. The Government's effort in market resea-ch will be one of collecting
and transmitting commercinl intellipence on markets abroad, on needs and
on uccessibility, and :lso to pinpoint sources of eXisting and potential
local .ind forcign competition in these markets. |.uch profress hos ulready
been made in this ficld, nd tre work of th Comncreiul attaches at the
Jordaniar. bmbassics at Cai:o nnd huwait has teen outstarding.

7« In the ares of export promotior, the Gove ramont's o fiopt, hopefully
will tuke the shae of o carciully aovised systern of cneourgring induse—
tries to start "lookins outward" townrds roeting competition ir foreign
markets.,  This inciudes selcetive lueentives for increascd perfornance

in ull scctors. Ti- Govermuent dso woll': Lo the country's porticipam
tion in internatio. st trad. fiirs wboad, '

8 Even on a srail sed y Lhi xport of Lanuf icture provides valuable
industrial ind commereinl . ¥perdicreos  Inoenuntry Lt Jocdan's stage

of developuent the sciling of the s vidue of out fut abroad rather

than ut hore, ws heesing ana obhors have pointed waty exerts grester
presture tor quality portoricnee, Lxports oron toe way t o lurther exports
throurh the accmu. tin, of viow=how both at ome d atread; and successe—
ful export perforrancs cont il utes to suceessful compet it ion at home: ,
Technological lmprovenent, or luproveonent . th quality of x4 country's’
performarice is only acquired by competitive prossure: In o country such

as dJordar , only foreign cenpetition cun perierat o the nressure it tokes

to set of'i this desirahle chiain of events, ‘

9. The reoricntation required w create this new trade notential,
based not .nly on resouice eudownient but ulso on greater technological
know-how und skills, includes three clements: N




t) continuous technological upgrading;

b) cost reduction, initially through higher productivity but later
on by a change in the overall price-strucutre; :

¢) muintenance of stundurds plus quality control to create trust in
Jordan's industrial periornance.

10. The first mnd the third cloment can be provided by the individual
business Uirm itsclf, adided by the Governmnt through providing suitable
incentives, «nd the oppropriate institutionzl facilities. The second
element involves sclection of measures which enuble the country's induSe
tices to tackle its two principal groups of prospective narketss the
arab countrics, particularly those in elose phvsical proximity; and
Hestern markets, copecindly for high-grade consumer goods. This signi-
fies by no means that Lrade with othoer countrics shou.d be neglected,

or no ¢fforts nude to expana it. This s¢cond ¢lement may also be the
most difficult to bring into being, particulurly ws regards a change in
the price structure. It show.d probubly be lookea {or ag comprising,

a8 super-imposed on, the i ndere sults of the application of elements ()
and (c).

11, Themjor classes of reclplonts of Government support presumed to
be forthcomin: urcer these circumstuanres are Lwos

4) Moutward-looking" inqustri-s seloct d rror those already cxisting
in the country which holp to strenptivn Ll country's uxport
potential, » ¢ s vy sve listing would include: ccement, phosphate
rock, choclate nd contoetioner, cerudes and glass wtware,
. printing, pojer prooacts, pharieeuticods, cigarcttes, beer,
batterivs, i wool n toxtil s,

b) new industrics «t ooo suit bility in the rirst instance will have
been identifiod by appoopsiate pri-investment studivs carried
cut. by JCIL aurd othrrs. nong Ll s¢ v i neral=bascd industrics
such as ;Lo tie fu rt iz ad relited chende ls, ¢ lass and
building wetoodoan. This bist can f course be cnlarped by addi-
tior of orro=b sed inaustrioo, onee v aions cre rolaxed once more.

12, The privote sector unaer Govermment guidance can tnus 1spire to a
bigger urd a butter indgustrial jperformence, and in the process of
improving, tuchnolopicil skills, the private sector will do wcll to keep
in mind the uppr.ding of managerial skills, «n indispensible adjunct to
higher quality performance, Coibining "industrial dovelopnent" in the

~3 -




pPment of human sesources, particulapr

basic managerial ski ing, bud;teting, <nd qualit

n far-r:mg;ing “nd energe

high-quality £cods to b prouuced i Jorday,, Anot. hep
mind ig rationelization of industrin] cnternriseg by

relatiw,l: inefl‘icicnt units jnte a few efficiont ones,

tic promotion of
point to keep in

3. Belore we brocucd to tpe detrileg PPogramme that we tent
Put forw.rqg last AR T O like to toum on some of the problems
faced by COmpanics ppep+ Y established jp the frumework of Jordan's
attenpt -t industnjqiizkxtion which hve becen most severely hit by the
1967 €vents, Thege COMfinies sufiep from twe deficiencicgs

k

atively

a) Ko expert ron &1l porsonne or system;
b) no est 2blisheq Folicy with r.gipg ¢ .

Lnagement, training.

AS 2 resyjt these compnic s could bare]y rctain the post limited
flexibility of Operations, Their difficult jesg wWore cxacerb.,ted by the
fact thut ticy tre th, only oncs in T new indny ‘Lry, Exanylc s are
cement ptt!‘oitum, Phosphit . M, iron Steel tanning ang eper,
JCID's lman. genont dveloy ront Staff, in addiq lon te buildir, up busjie
8kills, j 4 COncertrit G on ty, Beiln e s, o ting nd marketing,
In thig w. bave beonop ipirg cntep

Prise to oy Outward-looking Action
and t k. wdvant g, @l export OFportunit jooq, T UV TE Y with
SUCCYss in (g, WOk, Thy choclate on

CHPAdY now d yot, g vt third of
its Capacity 1 Yiailv, opog Soron Loodg srabia, kuwsit nd Ipag
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when Lhey hove o Vere iron for
accept tp fyyg
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oriented® consult.ncivs. Assistince to managerent thus calls for consi-
derable enl.rgement., But even if this werd possible there still will
renain scvere limits to the offcctiveness of such assistance because of
the overriding « conoric difficuiti.s ~ffecting the larger industries,
Attempts at short-term solutions inside the coripinies wre thercefore not
enough to bring .bout the r quirid reoricntation. On the other hard,
any rcquircd lon; term solutions t ke so long that onc somctiiws tends
to tulk about ther moinly in ocder to rourd out the picture, us it were,

15. In order to end on « morc optimistic notc, how ver, I siould like
to review bricily the programme we sk tched out last year and inicate
the progress mude since tonen, The stups of the progrimac wercs

a) a full-scale industiioal survey to deteridn. what industrial
capucity actually exists in the country, (Th. bepurtment of
Statistics his cuvied out the survey this spring and results
should he Lvailibic v~y snon),

b) a clos i exardn .tion of . xisti ne industrios for possibilities
of nce luratoa diversific tion . t. chnolojicil upprading,
always with v id. of cpturirg new forcien markets in mind,
For oxistirng fuciliti s '« Gow rree nt snould reourage better
wildzation of 1 .t iid s ot s N nrovice ineerntives for
havii g thes. it rpriscs t ko st po ocventiacily lowding to the
terndn tion of roneratior iz o operations,  (The Governmont is
active Ly looking (=t to rossibility of thi.ning out the number
of enterpris 5 in, ., br wine and reinting ).

e) exp wmsior 1 xi tir, iriuatrics 1 lTine witk o sutwerd looking
policy of vCtuw. i bine ww ones nd o-icatation tow Jrads industrial
developmnt, b w industry wouist core into ing oney fer mow
products supiort o ry xteroive ot roscarch meokets, (Gtudics
have boern e or i belng i d oand eoncuet o by JCI1D, on
ceramices, »l.os rowucta, and builaire reted 145, 45 we ll a3
phosphate Cortilizor wnd phospo tic o nde idS /e

d) strongthe nine Xpert potosthd of oxisting "outward-looking" nd
DOW 1neustries by suitavl me sures of sup ort., This would ine
clude, wong otnor Ltypes on assistance, provision of «xport cre-
dits, . cxport crodits, nd oxpost epoast insurance; fisecal
incentives such ws duty-free adnission of Sachilnery and matee
rials, rebates of internai und external duties and oot ntion




quotas of percentage of export proceeds; and help in commercial
advertising und participation in trade fairs abroud, (Many admi-
nistrative difficultics arc being ret and renain to be solved,
but c¢fforts continu ),

€. gradual reduction of rustrictive controls o priornance of
© Moutwurd-lookiy" irdustrics, liber lizction of i ports of raw
materials and provision of amplo eredit fhcilitics; tinme limits
' and srrangercrt for bhe o ‘ipering-off of i port rcstrictions on
competing prouucts; und utilization of 11 fuellitics provided
in theJordunian Law {or Bicourienent of Investmot®,

f. prograw ing of cxtornol nerket res oarch unuer Governn nt guidance
to know (i) what inforiation is nceded; (L) how to obt .in the
neoded irformction and () to disscninate th inforw.tion to
industri.lists nd th ir organisations (This ares is being helped
greatly by Che compwrei ol itellisonee reporting of Jordanian
Commercial attochos covering seve.al et sourtrics),

8. detailed investigation of tre | folbility of Sotting up an

o Industricl cstut locited in . "frec zon " ind devoted primarily
to the production of 01 h=qualits joous for ~xport. The Zerka-
Aman arc. is . loding caiiddate far o on obibddshivent of such
a district, bee use of anticljatod e n.] cotohdes resulting
fron the av.ilability o0 buui- servic. s, Sinec o heavy industrial
production ls conu mplotod, distonce frop - aoiport would be no
immediat . dis dvioat. ges howver, the ropid Lmplument tion of the
proposud Aguba Froe Fart - pning s arment s Lver,

h. establishnent of @ Notiorol Storicard Insti ut. s and provision of
michinery for cxport guality cortrol. (Joll is waking stoady
progress in this wroa in closc co=operation with the Arab Standards
Organization),

i, implementetion and encouragement of conconittant development of
higher skills at the managerio by techniead shop levels,
(JCID, through its hanagenent Ueve Lopment Institute, has established
truining courses .nd consult neles wldd onjoying considerable success).

J. dntroduction of suitaple L fislation urder whicn . I vy 1s imposed
on compenics amounting to . eort-in percortage s of annual arnings,
The levy woule b collictod in n Spoclid tund, .nd r funis are
made to compeni s for purros.s of training oo v o 4] 1o
vels, (Implimentation of this Proposil Lot s ),

N meymaor- i - .
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