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lanatory notes

Referenoces to dollars ($) are to United States dollars.

The monetary unit in Jordan is the dinar (JD). During the period oovered
by the report, the value of the dinar in relation to the United States dollar

Use of a hyphen hetween dates (e.g., 1973~1975) indioates the full period
involved, inoluding ithe beginning and end years.

A full stop (.) is used to indioate deoimals.
A comma (,) is used to distinguish thousands and millions.

JIPO is the Jordan Investment Promotion Office,

The designations employed and the presentation of the material in this
doownent do not imply the expression of any opinion whatsoever on the part
of the Secretariat of the United Nations oonoerning the legal status of any
oountry, territory, city or area or of its authorities, or oonoerning the
delimitation of its frontiers or boundaries.
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ABSTRACT

In 1973, the Governnent of Jordan requested assistanoce for its Investment
Promotion Offioe from the United Nations Development Programme (UNDP). At
that time the Offioce was operating within the Ministry of Industry and Trade.
Subsequently, the Ministry converted the Office into the Directorate of
Industry Studies and Encouragement of Investment, and in 1975 the Project
Dooument for "Assistance to Jordan Investment Promotion" (DP/JOR/73/OO9) was
signed, with the United Nations Industrial Development Organization (UNIDO)
designated executing agency and the Ministry of Industry and Trade government
ocounterpart agenoy. The UNDP oontribution was set at $59,000 and the

Government's contribution in kind at approximately $30,000.

The purpose of the project was to assist the Government in establishing
effioient national machinery for promoting both foreign and ‘lomestic investment.
Projeot aotivities were carried out from October 1975 to September 1976 and
oomprised the servioes of an expert in investment promotion and the award of
fellowships.

The main instruments for promoting investment in Jordan are the above-
mentioned Directorate and the BEncouragment of Investment Law. The Directorate,
whioh is fully operational, assists in elaborating feasibility studies, prepares
information material and administers the Enoouragement of Investment Law.

The Law, in the three and one-quarter years between its passage in Ootober 1972
and the end of 1975, was responsible for investments of approximately
JD 27.7 million, oovering 156 projeots. It provided incentives in the form

of exemptions from import duty and inoome tax.

Another means of encouraging investment is through use of the various
publications on local conditions and opportunities, in both Arabic and
English. During the project, the UNIDO expert assisted in updating an old
publication and in collecting material for a new one, He also helped to
organize a symposium on Promotion of Industrial Development in Jordan,
evaluate feasibility studies and advise a looal industrial company on finan-

oial projeotions.

At the end of his assignment, he was able to make the following recommen-

dations for improving the investment climate in Jordant

1e The Direotorate's statistios on the results of applying the Encouragement

of Investment Law should be improved in order to facilitate economic evaluations




through oost-benefit oomparisons. Suoh improved statistios would also be
relevant to eoonomio planning.

2. The publiocation of promotional literature should continue, since it
provides information on both general investment oonditions and specifio projeots.

3. The experience and knowledge of the Direotorate's professional staff
should be utilized to assist oompanies in implementing their industrial projeots.

4. The teohnioal faoilities of the Direotorate should be improved, espeoially
with regard to English typing.

Se Consideration should bhe given to further teohnioal assistance, this time
in elaborating industrial feasibility studies, in partioular those involving
specialized teohnologies.
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INTRODUCTION

The Project Dooument “or "Assistance to Jordan Investment Promotion"
(DP/JOR/73/009) was signed in August 1975, with the United Nations Industrial
Development Organization (UNIDO) as executing agency for the United Nations
Development Programme (UNDP) and the Ministry of Industry and Trade as
government oounterpart agency. The project started on 16 October 1975 with
the arrival of the UNIDO expert in investment promotion in Amman and was
oompleted in early September 1976. As suggested by the UNDP Programme Officer
in Amman to expedite the reporting pro~ess, the present terminal report
inoorporates an account of the expert's activities during the period from May
to August 1976.

The original request of the Government of Jordan for assistanoe in invest-
.ment promotion dates baok to May 1973. At that time, the Jordan Investment
Promotion Office (JIPO) was operating as part of the Ministry of Industry
and Trade.

The main functions of JIPO weres
(a) To acquaint prospective investors with investment opportuniticss

(v) To organize activities for the encouragement of local and
foreign investmentj

(6) To maintain liaison between investors and government offices
and authorities, including the newly created Industrial Development Corporation;

(d) To disseminate information on investment conditions and oppore
tunities in Jordanj

(e) To assist investors in implementing their projects.

The Ministry of Industry and Trade then decided to transform JIPO into
the Directorate of Industry Studies and Encouragement of Investment in order %o
.strengthen its role and enlarge its staff. The Directorate is desoribed later
in this report; in common with JIPO, it has functions that were derived
mainly from the Three-=Year Development Plan 1973-1975 and the 1972 Encouragement

of Investment Law.

The long-range objective of the project Assistance to Jordan Investment

Promotion was to create efficient and competent national machinery .or investment

promotion. The immediate objectives were:
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(a) To ocnduct studies of investment conditions and opportunitiess;

(b) To start promotional campaigns, using in partiocular publication
of infermation on incentives and facilities for prospective investors;

(o) To distribute information cn all projects listed in the Five-
Year Development Plan 1976-1980;

(d) To examine and reformulate the existing measures to attract
foreign and domestic investment.

The UNDP contribution of $59,000 originally covered the services of one
long-term and one short-term expert ($45,000), four fellowships ($12,000),
equipment and miscellaneous ($2,000). The government contribution in kind
was estimated at JD 10,000 (approximately $30,000), covering the costs of
oounterpart staff, secretarial assistance, local transportatiocn and cffice

facilities.

However, owing to the financial difficulties experienced by UNDP in early
1976, its oontribution had to be slightly reduced by eliminating the equipment
oomponent and the shert-term consultant. Furthermcre, the nature of counterpart
inputs changed after JIPO became a full Direotorate within the Ministry of
Industry and Trade, which consequently abscrbed all the Direotorate's expenses
into its own budget without making separate provision for the project. Since
the projeot objeotives remained the same, neither of these changes necessitated

an amendment of the Project Document.
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I. FINDINGS

The Directorate of Industry Studies and
E‘nocuramment of Investment

The Directorate of Industry Studies and Encouragement of Investment is
headed by a director and consists of the Industry Studies Seotion and the
Encouragement of Investment Section.

The Industry Studies Section oarries out the following main taskss
(a) Colleots data for feasibility studies
(b) Assists foreign consultants in preparing studiesj

(c) Assists companies and entrepreneurs in implementing their industrial
projects by giving advice on technioal and oommercial problemss

(d) Prepares information material and summaries of studies for

. pFo8peotive investors, mainly on levels unu @evelopuwnt of iwports of industrial
-goodss

(e) Translates summaries of studies into Arabio.

This section is at present staffed by four offioers, all of them with

university educations,
The Encouragement of Investmernt Seotion has the following funotionss

(a) Informs prospective investors of the incentivev provided under
the Encouragement of Investment Lawj

(b) Acts as the secretariat of the Enoouragement of Investment
Committee (Sections 7 and 12 of the Law). 1In this capaoity, the Sectim is
respongible fors

(i) Studying all applications and statements before they are presented
to the Committee;

(ii) Keeping minutes of the decisions and recommendations of the
Committee and following up their implementationj

(iii) Keeping records of the amount of Arab and foreign capital
invested in Jordan, of the number of projects that enjoy
exemptions, facilities and guarantees under the Enoouragement
of Investment Law, and of all other information that the
Committee may specify;

(o) Prepares quarterly statistics of the estimated capital invested
in and the number and sectoral distribution of projects that, in accordance
with the Encouragement of Investment Law, have received approviil as Meconomic"
or “approved economic" projecis.
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Three officer (economists and engineers) and two clerks work in this

seotion.

During most of the project, only one part-time typist for Arabic was
available to the Directorate. Recently funds have been allocated for a typist
for English, but so far n> one has been engaged. This unsatisfactory situation
hindered the work of both the Directorate and the UNIDO expert, especially in

the preparation of promotional literature in English.

In all other respects, the efficient operation of the Directorate is

ensured by the professional competence of its Director and offioers.

The Encouragement of Investment Law

Principal provisions

The main instrument for promcting investment in Jordan is Encouragement
of Investment Law No. 53 of 1972 and its Amending Law No. 60 of 1973. They
are supported by liberal legislation on all economio matters, such as foreign

trade, ourrency regulations, labour etoe.

The main provisions of the Encouragement of Investment Law are given

belows

(a) The status of Yeconomio project" may be granted to a project whose
gross value-added is not less than 20 per oent of its cost. Furthermore, it
must contribute to the goals of the development plan and to the balance of
trade or paymentsy

(b) The status of "approved economio projeot" may be granted to an
economic projeot in industry, tourism, housing, land reolamation or sea transport,
whose fixed assets excluding land are not less than JD 5,000 (industry),

JD 15,000 (tourism) or JD 25,000 (housing and land reolamation)}

(c) An approved economic project is exempted froms
(i) Customs duties, fees and charges on imported fixed assets;

(i1) Income and social service tax on net profits for six years,
or for nine years if the project is either a public shareholding
company or an undertaking outside the area of the capitalj

(iii) Building and land tax for five years, or for seven years if
the conditions of (ii) are fulfilled;

(d) An economic project may receive all or some of the exemptions
listed above for approved economic projects;

(e) State land may be granted to an approved economic project if it
involves an enterprise outside the capital.
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Results of the Law

The table shows the number of and estimated capital investment in economic

and approved economic projects from 16 October 1972, when the Law went into
force, to 31 December 1975.

The provisions of the Encouragement of Investment Law have, during a period
of three and one-fourth years, attracted investments of approximately JD 27.7
million. A total of 156 economic and approved economic projects were established
or extended. The average size of the projects, measured by the estimated capital

investment, was JD 177,800, indicating the predominance of medium-sized enter-
prises,

Most of the investors! activity was concentrated on industrial pro jects.
One hundred and thirty-tvo industrial companies (84.7% of the projects) were
promoted, with an average investment per project of about JD 170,000. Projects
involving hotels ranked second in importance, with 13 of them receiving a total

estimated capital investment of JD 4.2 million, or JD 323,000 per project.

b As of 31 December 1975, a total of 102 companies had started production,

and 54 projeots were still being implemented. The projects under implementation

involve oompanies that are slightly larger than those already in operation,

with an average investment of JD 193,000 oompared with JD 170,000 previously.

The more favourable incentives of the approved eoonomic project were granted -
to 104 applications with an estimated capital investment of JD 23.5 million,
the highest proportion again being industrial projeots with 82.8% of the
total. The average investment within this group was JD 225,500 per project, In
the economic-project category, the total number was F2, and the projects were

comparatively smaller, with an average estimated capital investment of JD 82, 400.

During the first half of 1976, 72 more projects were approved for
exemptions by the Counoil of Ministers. In due oourse, the staff of the
Directorate will prepare detailed statistios for 1976 as a whole, using data
available in its files.

Other instruments for investment promotion

The Directorate is in oharge of preparing and distributing promotional

b
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literature for prospeotive investors. At present the following publications
are available in Englishs
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Investment Conditions and Opportunities in Jordan, November 1972

A Swimary of Investment Couditions and Opportunities in Jordan,
Noverber 1972

Enoouragement of Investment Law No. 53, 1972

Licensing and Control of Industry, Instrustion No. 1, 1973

Registration of Foreign Companies Law Wo. 46, 1975

The publication setting forth the Encouragment of Investment Law has recently
been revised with the inoorporation of the 1973 Amending Law and is now being

printed.

The expert invested a oonsiderable amount of time in helping to update
and iaprove the material oontained in the 1972 publication on investment
conditions and opportunities. The final draft has been ready for printing since
February 1976, tut the tender process is still under way. The new, more

oonprehensive publication will be entitled Business and Ipvestment Guide %0

Jordan. It was described in the project periodic report for Pebruary - April 1976,

The expert also collected and preparad material for a secord publioatiom
intended to complement the business guide ty providing information on investment

oprortunities. This material deals mainly withs

An economic survey for the period 1971-1975

Desoriptions of 13 industcial projects included in the Five=Vear
Development Plan 1976-19C0

The 1974 industrial seminar

The over-all investment climate in Jordan

Owing to the lack of seoretarial assistance, none of these tables and
papers have been typed yet and it is impossible to predict what will beoome
of them.

Summary of other activities

The other aotivities in whioh the expert engnged were oovered in detail

in his first and second periodic report. They may be summarized as followst

(a) The stage of implementation of the five industrial projects inoluded
in the Three-Year Development Plan 1973-1975 was oheoked. At present no further
promotional assistavce is required, since companies have already been establisked
and their maragement is proceeding with implementations

et et wmmt W ey ) oy oy o G Y BN G GBS G GEP MRS O sEe .
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(b) The expert assisted one of these companies, the Jordan Glass
Company Ltd, in updating the 1972 feasibility study made for the project.
His work inoluded the preparation of a possible financial structure and of
projeoted balance sheets to demonstrate the project's financial viabilitys

(o) The draft feasibility studies on seleoted industries prepared by
the Australian consultants of W.D. Scott in connexion with the UNIIX)/IBRD
projeot 1'P/JOR/75/002 were studied and several suggestions were made for
inolusion in the final version. A oopy of the memorandum on the subjeot was
attaohed to the expert's seoond periodic reportj

(d) The expert,, in collaboration with the head of the Directorate and
supported by the Exeoutive Direotor of the Amman Chamber of Industry, organized
a symposium on Promotion of Industrial Development in Jordan On the whole,
the five sessions were quite suooessful. Details are given in the annex. The
response from the private industrial seotor was, however, not large enough to
justify the repetition of the symposiumj

(e) The UNIDO Senior Industrial Development Field Advisor for the
region paid several visits to the project. He was given a detailed briefing
by the expert on activities and technical problems.
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II. RECOMMENDATIONS

Statistios of the Direotorate

To obtain a olearer idea of the aotual impaot of the Enoouragement of
Investment Law on Jordan's eoonomio development, it is reoommended that the

statistios of the Directorate be improved. The information oompiled for eaoh
projeot promoted should includes

Value of imported assets

Total investment in fixed assets

Amount exempt from import duties and fees
Amount exempt from inoome tax ard related taxes

Value-added and produotion or servioe value (turn-over) generated by the
new projeot or by its expansion

Additional employment resulting from the project

Although difficulties may be encountered in obtaining this kind of infor-
mation from private enterprises, it is felt that the Enoouragement of Investment
Law together with the prooess of applioation and approval provides suffioient

leverage for the Directorate to undertake the exeroise with success.

With the additional data, the instruments for investment promotion oould
be subjeoted to a oost-tenefit analysis, in whioh the oosts to the economy would
be the waived taxes and duties and the benefits would be the values added.

The statistics would also be useful for further eoonomio planning in the seotors

oovered by the promotional legislation as well as for altering and improving the
legislation itself.

Promotional publiocations

The publication and distribution of promotional literature has to be
stepped up oonsiderably if it is to have an impaot on eoonomio development
and industrialization. The time faotor involved in all development efforts is
not yet fully appreoiated. The Direotorate and other authorities ooncerned
should also remember that material, onoe updated, must be published soon to
avoid its beooming outdated again.

The booklets now available to prospeotive investors, together with the
88 Investment i to Jordan which will be published soon, provide
suffioient information in English on domestio oonditions and legislation.,

However, thay should also be made available in Arabis, sinoe looal and

T $ wee oo
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neighbouring Arab businessmen are still the most important and aotive group of
investors in industry. The professional staff of the Direotorate is well

qualified to translate this material.

Most importantly, the selected industrial projeots for whioh the W.D. Soott
consultants made prefeasibility studies should be promoted by publishing the
Arabio and English summaries that have already been made. As suggested by the
oonsultants, however, the project to establish an industrial estate at Amman
should first be disoussed within the Ministry of Industry and Trade, before

the proocess of promoting and implementing it oommenoes.
Projeot implementation

The Direotorate employs an experienoed staff of eoonomists and engineers, -~
whose expertise should also be utilized to assist companies in implementing
their industrial projeots. In prinoiple. the board of directors and the
management of eaoh oompany is responsible for the implementation. Several of .
the larger projeots, however, espeoially those intended to exploit natural
resouroes such as minerals, are of suoh importance for the whole economy that
their rapid implementation in aoccordanoce with the targets of the Five-Year
Development Plan deserves publio attention. For this reason, the Direotorate's
staff should take part in ensuring that the projeots are developed as expeditiously

as possible.

Teohnical faoilities of the Direotorate

The importanoce of adequate teohnical faoilities to serve the Direotorate
and its olients is stressed. The offioces of the Direotorate are still acoommo-
dated outside the Ministry, and foreign visitors have diffioulty finding them.
The expert's proposal to establish a single offioe for prospective investors
should be pursued. Moreover, seoretarial assistance for English typing is

urgently needed, espeoially for the Direotorate's publications.

Purther techniocal assistance reﬂirements

As explained earlier, the Direotorate is fully operational and does not

appear to need teochnioal assistance for its day-to-day work.
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However, the elaboration of feasibility or prefeasibility studies

sometimes requires specialized knowledge of teohnologies and prooesses that

is unavailable looally. It would thus be advisable tc continue providing
teohnical assistanoe to the Direotorate in this area. The ohoioce of studies
oould be based on the list oompiled by the W.D. Soott consultants of projeots
with a volume of oonsumption and imports justifying further investigation.

It would be best to oommission the studies when the implementation of the
projeots proposed so far is well under way, so that their impact on industrial
development oan be judged.
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Annex

SYMPOSIUM ON PROMOTION OF INDUSTRIAL DEVELOPMENT IN JORDAN

Programme
Wednesday
30 June 1976

Wednesd y
7 July 1976

Wednesday
14 July 1976

Wednesday
21 July 1976

Wednesday
28 July 1976

Introduotions General issues of industrial policy and
various promotional instruments
Hans Thiele, UNIDO expert in investment promotion

Licensing and control of industry in Jordan
Tawfigq Battarseh, Director, Direotorate of Industry,
Ministry of Industry and Trade

Enoouragement of invesiment law results aohieved so far
Yussef Milhem, Seotion Head, Directorate of Industry
Studies and Enoouragement of Investment,

Ministry of Industry and Trade

The functions and perfermance of the Industrial Development Bank
Ahmed Eid, Head, Investment Department, Industrial
Development Bank

The influenoe of Jordan's oustoms legislation on
industrial development
Saocd Abdul Quader, Attorney, Ministry of F‘inance/Customs

Enoouragement measures expected by the private sector
Ali Dajani, Director-eneral, Amman Chamber of Industry

List of partiocpants

Muathasam Jaouni, Jordan Petroleum Company
Fahmy en Shasi, Mastic and Powder Company

Nazr Nazrani, Pharmaceutical Company

Yaya Shaqwarah, Royal Soientific Sooiety
Marwan Hayek, Royal Soientifio Sooiety

Abed al Quader Shoman, Ministry of Tourism
Daood Zabani, Ministry of Finance/Customs
Abdul Latif Taher, Ministry of Fina.nce/Customs
Saood Abdul Quader, Ministry of Fina.nce/Customs
Chaleb Arafat, Ministry of Industry and Trade
Awny Jacoob, Ministry of Industry and Trade
Jameel Tadros, Ministry of Industry and Trade
Fuad Ayyub, Ministry of Industry and Trade
Nizam Zuaiter, Ministry eof Industry and Trade
Maher Qahgish, Ministry of Industry and Trade
Mahmoud Hasouneh, Ministry of Indusiry and Trade
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