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P~FACE 

The International Centre fo1· Industrial Studies, 

Regional and Count17 Studies Section, has undertaken, 

un:ler its 1978-1979 work progralllli9 1 the preparation of 

a series of Coun"l7 Industrial Development Profiles. 

These profiles are deslc studi~s, providing stat ist icaJ 

and economic analyses of the indust17 sector, its growth, 

present status and future prospects. It is hoped that 

the prof ilea will provide analyses of use to programming 

technical assistance, j.ndustrial redeployment and 

investment cc-operation activities. 

Thia profile on Jordan is based on documents, reports 

and studies available af UBIDO Headquarters. Bo field 

surve7 has been undertaken and so• of the data on industry 

are not up-to~te. 

The views or coaaents contained in this document do 

not reflect those of the Govenunent of Jordan nor do they 

officially conait the United !ations Industrial Development 

Organization to 8:rr:f particular course of action. 

This profile haa been written by Javed Ansari, UNIDO 

consultant. 

' 
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EXP.L.ANATORY NO'IE 

Re!erences to dollars (S) are to United States dollars, unless 

otherwise stated. 

The monetary unit in .. '!' ordan is the Jordanian dinar (JD) • Currently 

1 JD • 3.445 S (Approximate - since 1975 the JD has been _,e~ged to the 

SDR). 
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SID!MARY AND CONCLUSIONS 

Upon t~e partition of Palestine &nd the end of British rule in 1949, 

Jordan became an independant country. Immediately following independence, 

and again a!ter the June .;ar of 1967, which resulted in the loss of the 

West Bank, Jordan faced severe economic and social difficulties but on 

the whole the country, with a 1977 population llf about 2.9 million 

(including 0.9 million living in the West Bank) a:1d per capita GBP of 

(current) S 710 (World Bank data), has experienced a fairly high ~ate of 

economic growth. More than mo3t countries, Jc .:dan 's economy reflects the 

state of political rel~tions with neighboring countries; on the one hand, 

Palestinean r:d'ugees have been a major source of skill"d labour and 

substantial investment tund.s have come !rom oil .. xporting Arab countries 

and, 'ln the other 4and., skilled labour and manufactures are exported to 

the Arab countries. Jordan ha.a consistently followed a market oriented. 

d.avelopaent stratescr open to private entrepreneurship and to external 

trade and investment, mixed .tith pii'blic and join~ ven·"ures !01· sviiie large 

projects. 

The share of value added in manufacturing and mining in GDP ::ose 

gradually (but not very steadily) from 7.7 percent in 196C to 15.8 in 

1S75 (or about 12 - 13 percent exclu.ding mining),but growth rates of the 

sactor varied widely from year-to...,.ear. Industry in Jordan is largely 

mineral~ baaed. Petroleum refining, basic metals and chemicals grew rapid­

ly from 1960 (5 per cent share of manufacturing and minin£) -+;o 19'{6 (32 

ps- cent). The 1976 share of min!.ng was 19 percent and basic metals took 

12 per cent of the tnta~ _ In aJ.l of these sectors, large export-oriented 

fi'rms, mostly joint ventures or publicly-ownrd, predominate. The share of 

food, beverages and tobacco wa.e 17 per cent and the sha.r~ of ~.extiles, 

apparel, leather and footwear 15 per cent. The proportion of the labour 

tbree engaged in manufacturing grew sllghtly over the period 1960-1976 to 

reach almost 9 per cent in the latter year. Man-.i.f'actured imports came 

largely from the OECD countries and manufactured exports went almost entirely 

to Arab countries. 

In the future high ratea of growth are expecte&. in chemicals, petro­

leum refining, mining and quarrying~ non-metallic a1inerals, he.sic metal 

pr.:>ducts and electrical machi.riery. 

' 
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UH!DO'e involvement in the industrialization o' Jordan is 

rather limited at pieaent, but tutu.re a.asistance will need to tocua 

on regional industrial integratio:i projects, developient o"'t resource 

ba.aed industries, investments related to the labour migration agreement 

between Jordan and soae ot its neighbours and developaent ot 811&1.l­

scale traditional enterprises. 

' 
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ECOHOJII C BA.CKGROU?rn 

Pattern of economi-;. develo:paent 

The Raahmite Kingdoa of Jordan was eatabliNied iL 1949. Its total 

area comprhed o:I' 97, 500 square kilometers. After the June Wer of 196 7, 
6,000 square kilometers were lost to Israel. Since its establishment tha 

Jordanian State has been e~119riencing severe economic and social diffi­

culties. Following the partitioning of Palestine in 1949, Jordan had to 

absorb a refugee infiu.x whic4 tripled its population in the course of 

a rev months. In 1950 it had a population of about 1 .2 million and a 

•agi-e resouref' base. The culth~le area amounted to no more than 9 per 

cent of the total area of the countI'7. On the East Bank the cul ti~able 

area vu only 6 pc cent. There was, hovevar, substantial deposits of 

high grade phosphates i"' the Ea.st Bank and mineral sal ta in the Deaa Sea. 

In the early d&19 of its independence, Jordan waa heavily dependent on 

wporta (which amounted to over 20 ps- cent of GDP) but found its sourceB 

of COlllUnication and transportation with its major trading partners dis­

rupted due to the estrangement with Israel. It had to completely re-route 

ita trade on the one hand and to find means tor financing its rapidly in­

c.-reaaing import demand on the other. 

In the period up to the June War, Jordan's economic performance was 

impressive. Over the period 1952-1954, according to World Bank estimates, 

GDP at current prices had increased at an annual rate of about 10 per cent. 

During the period 1954-1966 the rate of growth of GNP was over 11 per cent 

per annum • .!/ GDP at constant prices was estimated at about 8 per cent by 

the National P1anning Council. 

The Council in its discussion of Jordan'~ developme~t (Five Year 

Plan 1976-198o) breaks down the pre-1967 era into two sub-periods: the 

first, 1948-1961, was characterized by substantial public sector investment 

in the Jordanian socio~conomic infrastructure - construction, transporta-

' 
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tion, heal•h and education - and by the relatively rapid emergence 

of a complex of small and medium sized firms lliallu!'acturing cement, 

vegetable oil and petroleum based products. During this period the 

services sector graw at a rate of over 12 per cent per annum which was 

roughly equivalent to the ra.te of expansion achieved by industry and 

signiticantl;r faster than the rate of growth of agriculture. The 

latter grew at a rate of onl7 2 per cent per amma. 

During this period gross capital formation increased f~om 

comrtituting 11 percent of GDP in 1954 ~/ to over 18 per oent in 1961-1962 

- vi th private sector investment being twi::e as large as public investment. 

Prin.te investment was diY'ided in equal proportion betllleen r..anufacturing 

inpnts, construct ion and transport equipment. This investment growth 

contribut"d signiticantl;r towards an increase in Jordan's trade deficit 

from JD 17 mill ion in 1954 to JD 36 .6 million in 1961 - an annual average 

growth rate of 10.8 per cent. The ratio of capital imports to total imports 

increased from 4 percent in 1950 to 11 percent in 1961. Exports increased 

!rom JD 1.5 million in 1950 to JD 4.3 million in 1961 - the sha. .. e of 

mineral and manufactured exports rose from 6 per cent of total exports in 

1954 to 9 pei-cent in 1961. The Jordanian Government stresses (and the 

World BazUc confirms) that the period 1950-1961 was characteriZt!d by prii::e 

stability. According to the Government "in spite of expansion of the 

monetary sector and an increase in money supply • • • the general price 

level rose only slightly at an average not exceeding 2 pee' c9nt per annum". ]./ 

This relative price stability waa maintained during the period 1961-

1966, which saw the introduction of the First National Development Plan. Y 
Its main aims were: (a) to achieve an annual growth rate of I ~cent in 

GNP, and (b) to substant]ally rech1ce the trade deficit and Jordan's depen­

dence on foreign aid. The period 1962-1966 saw the Jordanian economy 

e~;iing rapidly; GIP increased at a rate of 9 percent peor annum, real 

GDP per capita grew at approximately 3 ps- cent pe~ annum. Furthermore, 

agricultural incomes rose a.t an annual rate of 6 per cent - a marked improve­

ment over its previous performance. Industrial e-xpanPion maintained its 

former growth rate but expansion in the service sector was moderate. The 

ratio of gross capital formation to GDP remained at about 18 p!!'~ent, sim­

ilar to the level achieved in the las~ years of the 1950-1961 period, but 

the compoaition of gross fixed capital forms.ion changed significantly. 

' 
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In the period· 19'.>2-1966 public sector investment accounted for a large 

prcportion of domestic capital formation; its rate of growth ~as twice 

as hi~ as that of priva.te sector investment. Public sector investment 

was concentrated in the constructio~ sector and in socio~conomic 

infrastructure dovek>pment. Public sector investnaent was relatively 

capital intensive and an expaneion in the pllblic sector was accol'lpanied 

by a significant incrt>aae in the incremental capital~utput ratio. 'j/ 

The second major target of the Pirat Plan proved more elusive. 

There was a continuous ~crease in the trade deficit §)but th&re were 

some encouraging changes in the import and export structure. Consumer 

imports as a portion of total imports declined by e per cent vi/er the 

period c>nd nor;-egricul tural exports incr9ased their share of total 

exports ·o;r over 11 per atnt. Governmen·~ reliance o:i foreign assistax.ce 

was also reduced. The ratic of foreign aid to total ~..ivernment rer.E.ipts 

declined by 1 O per cent ove; the period 1961-1966 • The Government continued 

to rely heavily on inc'.irect taxes as a major source of its domestic revenue. 

The period. 1961-1972 was mar.Iced by a serious curtailnient of the 

development effort. The I sraely occupation of the West BEiri.. meant that 

Jordan hdd. to absorb over 400,000 i·efugeeA. This w.u :t.CCQm?anied b;r an 

increase in milit~ -1 expenditure. There v.as a collapse or confidence ir. 

the priva~e sector and its investment au subst:mtially affected. There 

was contraction in both agricultural and industrial income a.;1d a marginal 

expansion in the serv:?.ce= sector. In ort.1er to offset tho recession Govern­

ment public sector a-pending increased rapidly. Public capital formation 

was concentrated in the construction and public work sector and in infra­

structure development. Government consumption and investment, along with 

a rapid int:' ow ot Arab financial assistance, fuelled inflationary pressures 

within the Jo~ ianian economy. Money supply increased to an anr...t1al -ate 

of ove:i: 10 per cent during the period 1967-1972; the cost of living index 

increased by )0 per cent ov&r this pe-..~iod ]} and "this led to a decline in 

per capita income" • .§/ The balance ot payments position nrsened with a 

decline in tourist income and in net factor income remitted from over­

seas. Gover~~ent reliance on fore~gn assistance •~creased significantly. 

' 
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L"l 1972 the Three Year D~velopment Plan wa.3 L"laugurated. It aiued 

at an annual GDP growth rate of 8 per cent per an."lum, a reduction in the. 

trade deficit ar· external dependence and. tho creation of 70 thousar..d. 

new jobs to a.b~orb the eY.pa.11.d.ing la.boll! force. The annual growth rate 

in real GDP has been of the order of 5.9 per cent over the period 1972-75; 
prices increased at a rate of 10 per cent per annum - most of the price 

iri~rease originated. in the agricllltura.l sector, whe:-~ value added actually 

declined at l per cent per annum. On the other hand the i.r..dustrial sector 

15I'aw at a phenomenal rate of over 23 per cent per annum - mainly due to 

expansion in phosphate produc ~ion and in the construction ind.ustr:-;. Gross 

capital formation amounted. to 31 per cent of C'IlP during thi~ period. Public 

sector investment accoun~ed for almost 45 per cent of gross capital 

formation. Most of this was concentrated in constr.iction and transport. 

The construction sector accounted for 67 per cent of total investment 

during the period 1973-75. The capital intensive nature or' the imrestment 

undert~en duri.'lg the Three Yea~ Pla.n period is indicated by the fact 

that the incremental capital-output ratio had an estimated value of 5.1 
in the 1973-7) period as against a value of 2.6 in 1966. 

The trade deficit increased signifi~antly during the 1973-75 period. 

Imports rose at an average of 28.5 ;ier cent per annum c;.nd there was 3. 

trade deficit/GDP ratio of about 48 per cent in 1975 - thi$ d~ ?ite a rapid 

increase of commodity exports f~om JD 12 million in 1973 to JD 51 miliion 

L"l 1975. A large increase in capital transfers and in net factor income 

from a~roa.d. was sufficient to offset the trade deficit diiring this period. 

The Government remained dep~nderc on foreign assistance and obtained loans 

for financin~ almost 50 per cent of its expenditure during this period. 

The major sources 0f the Government doruestic revenue were indirect ta.xes, 

income from public propert·,· and. inJ"estr..ents. Plari imr.lementa+.ion proved 

a difficu.2. +, task. There "'9Ie undue gaps between project a.uthorizat ion and 

implementation~ Many plan targets were not reached - particularly the 

employment target of creating 70,000 !'lew jobs. !!ev~rtheless the Three Year 

Plan ?1 . .::.:,-eci an important part in rej•.ivenatin.g the eco:iomy and gi•1in~ a 

Gcnse of direction and pur';)ose to the puolic sectcr involver..ent in tne 

development procP-ss • .22/ 

I 
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The Jordanian economy today 

In Table 1 the main structural characteris-l;ics of the Jorr.a.nian 

economy are descr:.bed. Statistics are given for the latest j·ea.r for 

which information is available at UNIIX) Headquarters. The following 

salient features of Jordan's economic structure are to be noted. 

l. Jordan may be classified as "a small co\llltr.-r with modest 
11 ·' 2 -11· w resources"o-It ha.s a population just exceeding mi ion. 

The population is concentra+.ed along the river Jordan in an area 

compri~·ing only ~ .1 rer cent of Jordan's total land mass. The 

population is highly urbanized with over two thirds living in towns. 

Over 6o per ce~t of the total labour ~orce are in the service sector. 
13 ! 

The public sector employs c~rer 45 per cent of the labour forc~Agri-

culture and manufacturing are the other two major sources of employ­

ment. Unemployment rates are low - there is the attraction of the 

high wage oil economies which particularl1 since 1967 has induced 

a large flow of immigrants. '.'nere are signs that the level of immi­

gration is 1 ikely to decline significar_tl~/and although this 

rr..~ be help as far as shortages of s~-:illed workmen are 
concerned, it is botUld to have serious consequences for the balance 

of payments - foreign remittances ~ram overseas workers have been 

high. Moreover the low unemployment rate ma:r be something of a 

statis~ical illusion f~r the high rate of Llll'al emigration to the towns 

indicates that th.ere is consideratle underemployment within the rural 

sector. 

2. The economy has been expanding - but expanding erratically. The trend 

growth rate of real GDP as estimated b.v UNIDO has been about 5 per 

cent over the period 1973-76 - however, there have been ver~/ t1ide 

fluctuations in GDP growth. In 1973-74 it recor:ied a growth of 7 .4 per 

cent, but in 1974-75 the growth of real GDP was only 2.9 per cent. The 

Five Year Plan aims at a 12 per cent GDP growth rat~ which is two and 

a half times greater than the growth realized over t:1e period 1173-75. 

The Fcrld Bank estim tes tl'ia. t an annual growth rate ir. t:ie r<:!gion of 
111 I 

8 per cent ma/ not by be:·ond the economic capaci t,y of Jord.arr:-6 T:iis 

acceleration is crucially dependent on maintainins a high level of gross 

' 
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Table 1. Structural Characteristics of the Jordanian Economy 

Category 

1. Popul.a.t ion 

1a· of which urban 

2. Total labour force 

~a. Rate of unemployment 

Ja. Proportion of labour force in 
agriculture 

3b. Proportion of labour force in 
mining 

)c. Proportic~ of labour force in 
manufacturing 

J-~. Proportion of labour force in 
constru~~ ion 

3e. Proportion of labour force in 
services (personal and government) 

Value 

2.018 million 

67 .6'f, . 

390,000 

2.1% 

8.Boc.' 

10.26% 

3f. Proportion of la.bcur fore~ in trade 

36 .61% 

17 .14% 
3q. 11 n II II n 

transport 3.nd ~ommunication 

4, GNP in constant 1970 prices 

5 GDP " " " " 
5a. Private fixed c~pital formation 

as 'fa of GDP 

Sb Public fiied capital formation 
as 'f, of GDP 

5c. Import coefficient 

5~. Export coefficient 

5e. Agricultural value as % of GDP 

)f. Industrial " 

5q. Manufacturing " 

5h Constru~tion II 

II II II II 

II I 11 11 

II II II II 

8.31% 

325 m. JD 

254.89 m. JD 

14.12% 

84. 74% 

24.86% 

13.10% 

27.7 % 
20.2 % 
6.2 % 

Latest year for 
which information 
is available a.t 
UNIDO 

1976 

1976 

1979 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

1976 

I .· 
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Table 1 (continued) 

Category 

51. Trade value as '/> ot GDP 

5j. ..."'ranapcrt " " " " " 

5Jc. Other sectors value as % of GDP 

6a. Rate of growth of GDP 

6b. " " " " agricul value 

6c. " " " " ind.ust:-ial " 

6d. " " " " manufacturing value 

6e. 

6t. 

6g. 

6h. 

" 
" 
" 
" 

" 
" 
" 
" 

Import Sources 

" " construct • " 
" " trade " 
" 11 transport " 
II " o .;her sectors " 

7a. West Europe's share of total imports 

Tb· North America's 

7c. Japan's 

7d. Arab countri&s 

Export destinationA 

II 

" 
" 

" 
II 

" 

" " 
II " 
" " 

Ba. Arab countries'share of total exports 

Sb. Nest Europe's " " " " 

Sc. East Europe's " " II " '. 
8d. Semi-industrial Asia's 

Compos it ion of E.roorts 

9a. Phosphati:!s share in total exports 

9b. Manufactured goodo share in totu experts 

9c. Misc1 " 11 " " " 
9d. Fruits and veg. " " " " 
Composition cf imports 

10a. M:ict.ine::y and trans. equip. as share 
of ~ imports 

" 
ti 

10b. Manufactured goods a.c share of Limp. 

10c. Food and live animals " 

10d. Crude oil " 

II II II 

It 11 II 

Value 

17 .6 'I> 
~-4 'I> 

27.6 % 
4.9 % 
4.3 % 

31.8 % 
31.8 % 
0.8 % 
1.1 % 

10.8 % 
4.8 % 

48.45% 
13.32% 
10.oo;( 

8.53% 

50.11% 
11.57% 
19.23% 
5.51% 

4J.07% 
,q. 35~ 

3 ... '6% 

20.87% 

31.63% 
19 .16% 
21.11% 

9. 74~ 

Year 

1976 
1976 
1976 
1973-76 

" 
" 
" 
" 
" 
II 

" 

1975 
II 

II 

II 

1975 

" 
II 

" 

" 
" 
II 

II 

1975 

' 
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Table 1 (continued) 

Category Value 

Terms of Trade (1969 • 100) 

11a. Net Barter (Commo~ity) te1'11lS of trade 

11b. Income terms of trade 

12. Ratio of expenditure on consumption and grose 
domestic capital formation to GNP (at market 
prices) 

U. Foreign borrowing as % ot total financing 
requirements of central Govt. budget 

14. Debt-service P83'1Denta as % of total export 
earnings 

Central Government Budget 

15a. Receipts from indirect taxos as % of total 
goverru:ient revenue 

15b. Receipts from government property etc. as 
% of total government revenue 

15c. Total foreign receipts as % of total 
government budgetary receipts 

16. Money :SU.pply 

17. Rate of growth of money supply 

18. Cost of living index (for all gl·oups in 
Aman. 1967 • 100) 

105.54 

122.1 

127.4 

85% 

42.8~ 

57 .3_7% 
218.5 m. JD 

28 % 

220.9 

Year 

1974 

" 

1975-76 

1976 

1975 

1976 

1976 

1976 

1975 

1974-1975 

1976 

Sources: National Planning Council Five Year Plan for Economic and Sc.c;.a1 
Develonffient, Aman, 1976. 

Warif' Azar.Long Term Pros:zcts of Industrial Developnent in 
Jordan, UNIDO/IC!S 37, 16 -1977. 

IBRD.Special Econom~c Report.Jordan Review of the Five Year 
Plan 1976-1980, Report No. 1144 Jo., 1976. 

Azar:The Eco~omic Realities Jordan 1976-1371, Royal Scientific 
Society, Aman, 1977. 

capital formation. As Tabl9 1 shows, gross capital formation (GKF) 

has been in the order of 18 per cent of GDP for the private sector 

aud 14 per cent for the public sectcr - an overall GFK/GDP ratio 

of 32 per cent, which is in line with the Plan's estimates of the 

required GKF/GDP ratio for the period 1976-198o. The essentially market 

oriented strategy of the Plan is given by the fa.ct that !he pr.;·-d.te sector 

investment which constitutes roughly 3~ per cent of · ... ~ .. 1 i:>lanned invest-

' 
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ment is to 'be concentra.ted in the rapidly grCJwing sec~ors of the 

economy. 

3. Table 1 indicatds that til~ indu3t:-i&l. sector (mining, manufacturing 

4. 

and construction) has been the ~st ~ic aector of' the Jordanian 

economy. It averaged a trend growth ~!lte or almost 32 per cent per 

aiinua over th~ period 1973-1975. The indus~~ial eector accounts nov 

!or 28 per cent of the GDP az:.d employs more than ?O per cent or the 

labour force - man\l!acturing accounts !or 20 per cent o.f GDP and emplo~ 

10 of the total labour force. As agajnst this ag:icu.l ture produces 

roughly 13 per c:mt tJ! the GDP and employed a.bout 16 per cent of the 

labour force. The rate Of gt"Ovth or agricu.l tura.l product ion for the 

period 1973-1975 was or the order of 4 per- cent per ammm - a consid­

erable improvement over the ~rformance over the previous 5 ,years. 

Increased z.gricultura.l production i" ·ata.l for the success of the Five 

Year Plan 1)76-1900, ldl.ich aims to strengthen Jorda.n's agricultural 

base by large investa:ent in irrigation projects. Of the tota.l public 

sector investment during 1916-1980, 28.63 is earmarked for ~icul tural, 

irrigation and uater resources developnent projects. As against this, 

rublic sector investment in manufacturing is virtually non exiatent 

(less than 0.08 per cent over the whole Plan period). 

! t ic evident from Table that the Jordanian economy may be described 

as an open economy heavily dependent on the foreign trade sector. The 

import co~!ficient is as large as 84. 75 p!r cent. There is a huge 

deficit on visible trade which is financed mainly thro118h borrowing 

and wor~er remittances. One measure of external sector dependPnce is 

the ratio of expenditure on conl!IUlllption azid gross domestic c&pital 

formation to GRP. !.6-/ Th~ value of this ratio was 127.4 for 1975-1976. 
~:asi Azar has shovn that this ratio had declined substantially during 

t~e 1962-1966 ;ieriod bat in the aftermath of 1967 and 1973 conflicts 

Jordanian dependence on the extern~l sector has once again increased.11/ 

5. The character of Jordan's foreign sector orientation is iemonstrated 

first of all by the atru~ture of her exports and i:nports. Jordan's 

exports consis1ed of phosphates (which contributed 40 per cent of 

total export earnings), fruits and vegetables (whose contribution was 

21 per cent) and manuf~ctures (11.6 per cent, of which exports of 

cement accounted for a large share). ~ Imports consisted mainly of 

' 
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:r.achL"ler-.· and transport equipment ( 3 L 6 ?er cent of total i.:nport 

expenditure), food (2lper cent) and materials bas~d ::na.nufa.ctu_-es, 

( 19 per cent). From 197 4 a shift L'l Jordan'::; import str..icture is 

claarl.r discernable. There is a persistent increase of capital 

goods in total imports. Similarly there is a correspond.inf' increase 

in manufactures share of Jordanian e.xportc:. 

Table ,_ shows that Western Eu.rope alrl North America are the 

major sources of Jordanian imports - together the·' account for over 

6C oer cent of total Jordanian imports. However, +.he· are by not means 

so important -..s markets for Jorc!Alllian exports - west .atropa purcr..ases 

12 per cent of total Jordanian ,.,xports a.ui North .AmArica accounts for 

less than 0.9 per cent. The major ma.rket3 for Jordanian exp1Jrts are 

the Arab countries of the Mid.di~ .?.a.st and North Africa which together 

pllI'chase more than half !Jf her exp~rts and East 3\lrope whose share is 

about 20 per cent. Jordan's penetration of ~he Arab market is a 

considerable achievement a..."ld illustrates scope for frtlitful joint 

ventures in promoting regional co-operation am integ:.-ation.. Jorda:i 

also does a brisk-trade with the "Semi-imustrializec!" :ia.tioru: of 

South arrl South East Asia and sooner or later there will be 

opportunities for sutsti tu ting high cost capital intensi··re investment 

good imports from the iiest with cheaper and perhaps techn1logically 

more appropriate capital equipment from the Asian industri~lizi!'lg 

countries. 

6. The worseniug tratle balance does not ir..:iicate any general adverse 

movem~nts in Jordan's terms of trade. Phosphate prices have ':1een 

strong in the middle 1970s and ~spite the rapid rise in the p:r-ice 

of manufactured imports and crude oi1-f2/the net barter and the incoce 

terms of trade showed some improvement in 197~. Like most other indices 

of Jordan's economic structUI"\ movements in the terms of trade indices 
20 I 

also show wide fluctuations from ·ear to year.-

7. As mentioned earlier the :nain 3ources of financing the trade deficit 

are forelg!l borrowir.;;s and grants on the one har 1 and workers' 

remittances on the :Jther. The two items have ~nerall:,· been large 

enough to ensure that the overall balance of pa ment=i is Sllr?lus and 

inter.ia.tional reserves are ma.intai:ied at a rea::rnnabl ·: high level. 

' 
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This has generall:.- ensured the s<;rength of the Joriar.ian :: i!".a::- which 

. • ... . l . ' 21 I S . ... • • 1970 remains a re la .. iv'=! .·· strong regionaJ. C'J.:!"renc:r~ ince .. ne ear !.y s 

ir.flow of foreign capital has been of the orier of about ~ 25 miilior. 

(L~ the period 1971-74). In 1975 private foreign investment of over 

S 10 million was made in the ffousing Bank, the Jorian Ceramics Company 

and. ir. tne textile in:iustry~ / The Jordanian Government encourages foreign 

investment a.ai the Five Year Plan estimates that foreign investment inflows 

of about JD 67 million will be required for the private sector during 

1976-8o~/ Foreign investment is likely to be concentrated in mining and 
. 

manufacturing. 

8. Budget support grants and foreign loans are important constituents of 

total fiscal revenues. For 1976 foreign borr~wing azd receiptE represented 

52 per cent of total goverru;ient revenue and the former constituted 80 per 

cent of the finances required for meeting the overall budge tar;.- d.efici t. 

Moreover, there has been a significant increase in the Government's 

teclency to resort to foreign borrowL'lg for finan;ing the bud.get deficit. 

Thus the average ratio of foreign borrowing to r\efici t for the :--ears 1973 

and. 1974 was 1.4 but for ~975 and 1976 this ratio bas risen to 4.75.~ 
Non-bank domestic borrowing also represen~ an important sou.rce for 

fir .. -uicing the bud.getar.~· deficit. Domestic revenue receipts have been 

rising, and although due to an expazded corporate ta:;: 'vase the share of 

direct taxes in total domestic revenue has risen, the bulk ~f revenue 

receipts are derived from indirect taxes and from ear.tings on goveI"!'.ment 

property. Government expenditure bas risen faster tba.r. revenue due to 
2" / 

inflationa.rJ pressure on salaries of goveI'ru'lent employees~ and the in-

creased. costs associated wtth infrastructure investment. Current ex­

penditure as a ratio of GDP has remained stable at a level of about 

38 per cent over the period 1973-1975. 

9. Since 1973 infla.tionar-.' pressure has 'c-een ~;tronf.;. The Aman cost of 

living index has been rising at a rate of about 13.5 per cent per 

annum in this pe.".'iod. The main factor be:1i!1d. this increa~e seems to 

be the rise in the ;:>rice of food; expor-"; ie!:'.and for ;fr1ich ha.s ':Jeen ex­

;:ia.ndin,i;. Mone·r supply (i.e. currenc·· ir. circula.t ion and ie:nar.i :!.eposits). 

increased from J;) 1)9.25 million to JD 314.79 :r.i:.lion .'Jver the ::ieriod 

lj7)-1177 - an annual a.vera~ ~rowth Qf over 1,1 p~r cent out the::-e is 

I 
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eviaence that since 1975 this erJa.nsion has been of the crier of 
26 I -

about 22 per cent.- :::Conomists stresse:i "the domination -:;f the 

(Jordanian) monetaz-J system b;r foreign assets" }1./ Accu:nulation of 

foreign assets has proviii.ed the mcst important impetus for cocmercial 

bank credit expansion. Since 1973 the Government has tried to limit 

credit expansion and has exercised selective credit control. These 

cea.su.res ha.ve not had an adequate impact and private sector credit 

(especially to the construction industry and to trading Jnterprise~) 

has tended. to expand ra.pidl}..§ ./ 

Three outstanding features of the Jc..rdanian economy nead special 

attention: a) its resilience and capacity to absorb se·1ere shocks and 

disruption; b) the wide fluctuations that cha.racte ... .Lze the level of 

economic activity and c) the openness of the economy and its responsivenes::: 

to changes in its international trade and investment environment. This 

openne~~ constitutes a challenge as well as an opportunity - as has been 

demonstrated in so ma.n.y other cases where small, rssource poor nations 

have consciously used the external S€ctor as a means for compensating 

for their natural disadvantages. The Government of Jordan seems conscious 

of the need on the one hand to reduce its deuendence on foreign assistance -
- I 

this is an important objective of the Five Year Plan~ - and on the 

other to promote regional co-operation and take d.ue advantage of inter­

national tr:lde arxi investment opportunities. Att~irJI::ent of these ob-

jectives will determine the e:ctent to which the reailiance of the e.cono!Ir'J 

can be strengthened and oscilations in the level of economic activity be 

reduced. Assessment of sectoral policies and performance must be based on 

the basis of the contribution that the sector concerned can (potentially) 

make towards increasing the resilience of the Jo~...anian econom,y and re­

ducing its vulnerability to unf'oreseen and uncontrolable developments 

within its interna.tior.al envirorur:ent. 30 
/ 

J 

I 
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Chapter :i:! 

S'l"RUCTUP.AL cru.NGE IN THE ImlUSTRIAL SECTOR 

Rate .:uid form of industrialization 

We have seen in the pr~vious section that the rate of i.adustrial 
31 / growth in Jordan in the perioC. 1949-1961 had been abou.t 13 per cent. -

By 1960 it accounted for 12.7 per cent cf the gross domestic pr0duct. 

As Table 2 shows by 197? this share had risen to over 23 per cent - the 

share of manufacturing rising to 15.3 per cent of GDP. Industry's share 

..n total employment had ris0 n ~t a much slower rate from 16.3 per cent 

in 1960 to 19.8 per cent in 1976. The share of manafacturing in total 

employment increased from 6.3 per cent in 1960 to 8.8 per cent by 1976 

- thus the increase in output was not matched by increase in employment 

levels and this indicates that the industrial (and manufacturing) technol­

ogy employed waa capital intensive and if the flow of skilled and un­

skilled workers from Jord=.n w~o to significantly reduced, the manufac­

turing oactor would have considerable difficulty in absorbing them. 

Year 

1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1960 
1969 
1970 
1171 
1}72 
1972 
1974 
l'.175 

Table 2. Share of the Irrlustrial Sector in GDP,196o-1975 

(at 1970 prices) 

~~ining a.nd Manufacturing Construction Industry (cols.1+2) 

7.7 5.0 12.7 
8.0 4.0 12.0 
7.4 5.7 13 .1 
9.0 5.2 14.2 
9. 3 4.0 13.3 

10.7 ~ 'l 
) . '- 15.9 

11.5 6.2 l'f. 7 
9.9 4.9 14.3 

11. 9 6.1 i8.o 
11.6 5.3 16.J 
11.2 3.9 lj.l 
10.7 4.4 15.l 
10.'j 6.2 17 .1 
11.d d.l 1).) 

15.4 6.3 22.2 
15.3 7.5 2). 5 

Source: ',las if Azar. Lon Tem P!'osoe~ts of Industrial ~evelonmP.nt in 
Jori.an. mrIJo ICIS. 57. 1/ienna -- 1)77' p. l.!. 

I 
' 
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iforeover, ':'a.ale ) sho"-s tha. t the rate of growth of mar..ufacturi:ig 

output has been highl.f uneven. It has ranged from 65.))4 per cent in 

1974 to -28.3 per :::ent in 1970 - there hav·e been negative growth rates 

in 1962, 1967, 1970 and 1976. Excluding the two abnormal :;·ears 197C and 

1974 E.{ the rate of growth in manufacturing value added since 1969 has 

been about 4.7 per cent per annum; this is app~ciably lower than the 

growth rates during the early 196os, but then the industrial bse was a 

rela.tivaly small cne and high growth rates were almost inevitabh. Eowever, 

there . is little doubt that in recent 1eu-s expansion of the manufacturing 

sector has been particularl.:r affected by the lags between project formulation 

and implemer.tation • 

. 
Table 3. Rate of Growth of Manufacturi~and Mining 

Value Added in Jordan,1960-1976 

Year Value Added !} Rate of Growth 

196o 9.30 
1961 11.8o 2~.8 

1952 10.6o -10.7 

1963 14.10 33.0 
1964 16.30 15.6 

1965 20.00 22.6 
1966 21.30 6.5 
1967 19.?0 - 7.5 
1968 22.50 14.2 

1969 23.90 6.2 

1970 17.00 -28.8 

1971 17.50 2.9 

1972 la.20 4.0 

1973 20.00 9.3 

197.t )).19 65.94 

1975 3 5. ()0 . 5.4 
1976 34.10 -0 .25 

~Totes: ~ 1/alue added in JD mill i.on at 1]70 market prices 

Source: Azar: Lon..r Term Prosnects of Industrial ~e,reloome!":t in 
:nana/ICIS. 37' 1~77. Statistical Annex Table 10. 

Jordan. 
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The FiYe Yea.r Plan has placed. great emphasis on the ::::-a.pid growth 

of the :nining a..."ld rnanufac-:uring sector. This sec;or takes up the largest 

share of the totc:.l ;>la.nr:eci investment within the Plan period and is ex·· 

pected to show the nigh'3st growth rate - targeted at 26 per cent per 

annum.W According to a recent Financial Times Survey, "prcgress (in the 

manufacturing ani mining sectcr) to date has been positive but lagging 

behind schedule in the large Governmen~ run schemes while running far 

a.head of e:xpecta:tions in the privatr sector".~ Jordan is at·~~ir:pti.~ to 

combine large sea.le industrial development, (ma.inly the respnnsibilit/ of 

the public sector but increasingly wxiertaken with the help of multi-
<s;; I 

national corporations who provide knew-how and. technology transfer) ~ 

c.nd. the development of pr;.vate sector small scc'.le p:-ojects geared to 

serving to needs of the ra.p::..dly expanding Middle :?a.stern rea.rkets. Many 

new projects have been initiated and. the established units are undergoing 

substantial expansion. It is expected that "i:hr. count't"y' s manufa.ctu ~ng 

an~ mining companies (will) show a large ri3e in their contribution to 

GDP a.s well a.s (make) a significant dent in tt.e chronic trade clefici t in 

+.he early 1980s". )ii This implies that targe":s set for the ind.u.~tri~l 
sector in the Five Year Plan a.re not likely tc be realized by the end of 

the Plan period and there is scope for investigating the causes of this 

underfulfilment - whether the targets were in fa.ct too ambitious to begin 

with or whether there ha.s an undue lag in implementation. ~t would appear 

that a comliina.tion of both these factors - as well as developments in the 
37 / 

international environment beyond the control of Jordan-..;..' - have accounted 

for the relatively modest progress of the industrial sector. It is suggested 

that particular <.ttention should be pa.id to the deve lot-ment of industrial 

management. ~apabilities and that joint ventures ~ith :uulti-na.tional 
38/ 

companies ma.:r prove useful in this context. -

The overall importance of the industrial sector within the Jordanian 

econom; is evident from its share of total plan'1ed investment. The Govern­

ment' 3 industrial strateg,-1 i:nplies th.e rapid d.eveloomer-1; of a heavy 

industrial comolex which in general employs a 1 • . .aoour 3avin~, capital intensi-re 

technology and which is oriented toward.s regional export :narkets. rr.e per-

' 
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formance cf the industrial sector in term~ nf it!; r.n!!.'t!'ib1.rti0!!. "t·'.:'':!?.!":::lc:: 

the ach::.e'.rements of the Plan's statJd objectives should consti~ate a."1 

important criterion for determining the appropriateness of this 

strategy. 

Structure of industry 

Table 4 describes the i.>ldustrial structure of Jord.&-i. It will be 

seen that the industries vary enormously in terms of their contribution 

to industrial value added. 

rable 4. Value Added ~ Jordanian Ind.ust!Z 
rcurrent Erices JD 000~ 

T:r1'e of 126o - lz7o 12?6 
Industry V.A. as~ of V.A. as aJ, of I/ .A. as% of 

MinL"lg 977 14.23 3332 22.23 11000 19.39 
Food 959 13./I 1858 i2.3a 6700 11.dl 
Beverages 189 2. 75 465 3 .10 8)0 1.46 
Tobacco 332 4.a3 

. 
635 4.23 2400 4.23 

Textile 207 3.01 377 2.51 37JO 6.52 
Apparel 880 12.82 128 o.35 26oO 4.5a 
Leather 22 0.32 320 2.13 1900 3.34 
Footwear 129 o.66 300 0.52 
Furniture 548 1.98 695 4.63 1500 2.G4 

Pa~er 23 0.33 22 O.L1 500 o.da 
Publishing 132 1.92 350 2.33 800 1.41 
Chemicals 80 1.10 775 5.17 2900 5.11 
Pet re-refining 0 1660 12.41 3oco 15.15 
Rubber prod. a9 1.29 39 0.26 

!for.-metallic 
mL"'lerals 1552 22.61 1450 J.67 3900 6.37 

3asic 'T!etals 355 5.17 1650 ll.Ol. 670'J 11.Jl 

:4achinery 47 J.60 
,. 

0.04 ~ 

~lectrical 30 0 .4 3 2 .1 t ·- 1.62 j()O l. :d 
rransport 173 2.52 lS~ 3 .02 l.C00 1. 76 
,)ther 267 3,3] 16? 1.26 soo 8.36 

T0tal 6362 L~J63 =.67 V) 

3ourr,e: Azar. On. cit. Statistical Anpe:idi;: raole 11. 
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Ta!:"' e 5 gives the ::iean and. standard. devia.t ion of value add.ed. 

produced oy the industries in the three -ea.rs for which ~ata has baen 

prese~ted in the previvus table. For each of the three ·ears it will oe 

Table 5. Mean and Standard Teviation of Value Added 
Prod.aced bv Jordanian In:iustries 

1900, 1970, l976 CJD'OOO current n.,.ices 

1900 1970 

Mean 433.8 742 3 

Std. deviatio=i 496.2 859.2 

Std deo/mean 1.14 1.14 

Source: Table 4 

1976 

2836.5 

307 j.l 

1.08 

seen tha.t the standard deviation is larger than the mean and_ t~e dispersion 

is quite wide - th€re is a marginal tendency towards a reduction of this 

dispersion between the j-ears 1970 and 1976, but the latter dispersion is 

still quite ~ide. 

Despite the relative stability of tbe range of dispersion of industries 

in te::ins of their contribution to valu.' :i.dded their ranks within the dis­

tribution have changed significantly. Thus in 196o the five leading industries 

in Jordan were: 1) Non-metallic minerals (22.6 pe;:- cent of total value added) i 

2) Mining (14.2 per cent)i 3) Food (13.9 per cent)i 4) Apparel (12.8 per 

cent)i and 5) Furniture (7.9 per cent). In 1976 the leading industries were: 

1) Mining (19.4 per cent)j 2) Petrol refining (15.1 per cent); 3) Basic 

~etal and Food (each producing 11.8 per cent of total value added) and 5) :Non­

metallic minerals (6.3 per cent) - th~ apparel industry now ranked 3th. and 

the furniture industry ranked 12th. in the industrial ,;league tal::ile". In 1160 

the top 5 industries together produced 71. 6 per cent of the total •1alue 

generated in the minin~ and manufacturing sector. In 1?76 this ratio had gone 

down to 64.9 per cent - another ir.d.1cation of some reduction i:~ concentration 

·Jf ·1alue added •t1ithin the industrial sector in '...?76. 

' 
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T~e share of consur:ier goods industries in total value a..d.ied 

ieclined froi::l ~6 per cent in 1360 to J·..ist over 3 5 per cent in :..976. 

1'o some er~ent this reflects the Gover?!Inent 's choice of encou.ra.gin.g 

the development of large capital intensive i."l.du:stric:.l compl,=xes. Tod.a-; 

Jordanian manufacturi.lg industr7 can be divided into three distin.:t sub­

sectors. Firstl:r there are tho:! e=:porl; oriented mineral based industries 

produc.:ing potash and .. :ertilizer. The Five Year Plan intends to expand 

finns in this categc,ry; $430 million have been invested in a new potash 

project on the bank~ of the Dead Sea. It is now expected to come on 

strea.m in mid 1981 £1 and its entire output is earmarked for export. 

Also '=arma.rked for export is the out~11t of the new fertilizer plant 

being built by tae J~rda.n Fertilizer Industry Company just south of the 

port of Agaba. Sxports also constitute a major proportion of the sale of 

i:hA Jordan Pho~3phate ML"les Company which is being expanded to pI":>duce 

3 million ton.:; of fertilizer a .:-·ear ~:-· the beginning of l '1dJ. 

The second segment of the large sea.le manufacturing sector prol!.11ees 

petroleum r,roducts and. cement. Expansion is pla.."liled for the tw:; big 

companies - the refiner./ at Za~~ a.!ld tne cament plant at Fuebels -

opera.ti!lf5 within this sector. Unlike the fertilizer plants, the petroleum 

a!ld cement ind.ustr.f is entirely domestic market oriented. 

The third sector of Jord.c>.nia.n ma.nufa•;turing consists of small a.r.d 

medium scale enterprisas whic..~1 aim at both import substitution and ex;,ort 

expansion. The ievelopment of Jordan's first industrial estate just south 

of Amma.n is likely to be an i.'Tlportant source of encouragement for ·the 

medium sized plants which are und~~ increasing Government pressure to 

modernize production equipment and rationalize their orga.niza'.~iona.l 

structure. This had le~ .. to a decline in the number of small f:.rms operating 

in this sector. 

In general the emphasis seems to be on promoting industr:.~s with 

substantial expo~t potential. The mineral based ma.r"1uacturing ser.tor is 

clearl-r geared to the export ::ia.rket, i;he expansion of oil :-efi!'l.ing 

capacity is also being widertaken wi tr. t'.'le hope that som'3 of the increased 

outpu.t will. be e::cpo:::-ted. Finally even though the nediu.;i scale manufacturing 

e"lterprises are likel.J in the earl.,' :..:ta.ges to be i1:1port suosti'~ut :;.,~ i!'l. 

' 
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nature, it is expected that L1 the not too distant future they will acquire 

a regional export orientation. Such medium scale enterprises are being en­

coUI~d in the textile, foodstuffs, bromine, magnesium, detergents, clay 

products, glass, cement sack·s, cind building material sector. Expansion and 

modernization of existing projects is planned in the ta."lning, textiles, shoes, 

plastics, food, marble, paper, pharmaceuticals, iron and ci~ettes industries. 41 

Considerable import substitution capacity exists in most of these sectors 

and expansion of domestic demand for their proiucts is also to be expected, 

but in the medium to long run they will have to attempt to penetrate e..x:port 

markets if they are to enjoy economies of •;cale • Hence the Government is 

increasingly concerned with economic effic~ency and industrial incentives 

are ref rtlarly reviewed to eliminate exce·:~ive protection. This concern with 

efficiency seems to be ~rticularly prcnolmced with regard to the private 

sector where ra.tionalizat~on of prod~ction processes are often urged on 

efficiency grounds. The overall emp~sis in the Five Year Plan seems to be 

with a consolidation and rationalization of Jordan's existing industrial 

capacity and its utilization. Substantial diversification of the ir..d.ustrial 

sector - develop~ent of a capital goods industry for example - does not seem 

to be a major concern. This may not be inappropriate in view of the narrow range 

of natural resource potential that Jordan possesses, but specializa.ticn in 

mineral based industries and orientation of the industrial sector towards 

export markets requires a careful harmonization of Jo~...an' s iniustrial 

policy with the economic policies of Jordan's main trading partners. Since 

Jordan is consciously aiming at orienting its industrial expansion towards 

the regional market, economic co-operation and harmonization of policies 

witn the Arab countries is of considerable importance. Jard.an has been 

cong:ious of this and sin~e 1974 important progress in this field was made 

with the establishment of economic co-ope:-ation programmes with Syria. The 

Syrian-Iraqui agreement on increased economic integrati.0n opens up nc:w 

possibilities for Jordan to co-ordinate her industrial development programme 

with that of her neighbours and to take advant;i~ of an expanded inter-

national market. 

The 3tructure of the :nining and manufacturing sector ma.·; also be 

investigated ir. terms of the relationshi~ of the str~cture of industrial 

T . l ,,. 42 I costs to output and employment. Such an anal;rsis is oresented i!1 ao e o. -
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Table 6. A1rera~ of Inout Co-ef:icients in Joria.nia.n I!'lciust:-.-r, 1772 ' 

A B c !) E F G 

Mini."lg 0.4~3 0.011 1.628 l. 304 1.576 o.ot5 1.Ga8 

Food 0.930 3.690 1.694 0.213 529 0.534 0.993 
Beverages 0.516 0.465 2. 798 l.6al i.278 o. 711) 1.007 

Tobacco 0.782 0.584 0.281 0.098 2,558 0.325 0.898 

Textiles 0.551 1.120 0.746 0.292 858 0.727 0.941 
Apparel 0.788 0 .357 0.527 0.205 579 0.227 0.981 

Leather 0.752 1.414 1.202 0.435 769 0.861 0 .976 
Footwear o. 705 0.1118 0.417 0 .20.) 903 O. l.!l 0.927 
Furniture a.Boo 0.057 0.532 0.232 513 0.0.1.2 0.971 
?aper 0.876 2.295 11.969 3.211 452 0.863 0.967 
Publishing 0.834 0.274 1.824 o. 764 394 0.200 1.192 

Chemicals 0.641 0. 748 l.374 0.638 561 0.642 0.989 
Petrol refining o. 7.1.2 1.378 12.747 1.022 2.054 c.816 1.086 

Rubber products 0.791 0.093 3.125 1.098 581 0.050 LOO 

Non-metallic minerals o.8o2 0.06.1. 2.136 1.152 2.459 o.~17 1.072 

Ba.sic meta.ls 0.513 1.486 l. 715 0.629 3.549 0.061 l.352 
Machinery o. 723 0.381 0.674 0.304 660 0.298 1.019 
Electrical 0.731 o. 703 1.212 0.540 775 0.576 0.788 
Transport o.a22 0.125 o.843 0.435 470 0.129 J • 330 

Other o.aoo 0.333 0.166 0.066 300 Cl.222 1.000 

0.727 0.786 1. 781 0.726 1.015 0.415 1.040 

Std. Dev. 0.130 0.917 2.528 o. 736 a12 0.283 0.121 

StC. dev/n Dn 0.178 1.166 1.419 1.013 0.859 0.684 O. ll.7 

Notes: A "' Industrial Cost/Output. 3 = Raw Material Imports/Value Added. 
C "' Investment (Book Value)/Value Added. ~ = Investment/Gross Output. 
E = Value Added/Employment. F = Imported Raw Ma. terial/Total Raw r.:a teri; 
G = ~et Revenue/Output. 

Source: Miner and Associates: Industrial Develooment Surrez of J::irdan for 
.Qfil122, Chicago lj7). Vol. 1, p. 1-79. 
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The raw data :m the oasis of which Table 6 has oeen constructed ·,;ere 

collected for illTITIO b:i a -private fir:n. The d.ata relates to the 2.st 

Sank only and is for the ·ear 1972. The mane SUI"'re; covered all 

industrial (mining and nanufacturing establishments) having five or 

more emplo:rEies and also involved a technical evalUC!.tion of indi'ridual 

establishments representing 8o per cent of industrial sales value in 

1972. W The 1.ength c,f time that has elapsed since the survey was 

comucted is considerable; but given the fact tha.t no fundamental re­

organization of ind.ustr/ has as ret borne fruit the basic st!"".ictural 
. 44/ 

relationships indicated. in this Su.rve.1 ~ rr.a::r still be considered re-

presentative and characteristic parameters describing the production 

processes of the Jordariian industrial sector. 
4c:;/ 

A detailed correlation stud/ of the information in Table 6 ..-. 

is undertaken in the next section. 46 / Some salient features ma:r be 

noted here. 

1. The ratio of imported raw material to total raw material is 0.415 

a not particularly moderate figure if we consider the experience of 

the dev3loping countries as a whole ~r- this reflects the relative 

re .. .u"Ce poverty of Jordan. Most industries have ir.port content 

ratios of this magnitude. The standard deviation of this indi-=ator 

(relative to its mean) is quite low. The major exc~ptions are ~aper, 

petroleum refining and basic metals on the one hand (with raw material 

import content of over 80 per cent) and mining, non-metallic miner:l.ls 

and furniture (with raw material import content of less than 10 per 

cent) on the other. 4S/ The Government i'ltention to emphasize the 

development of phosphate mining and phosphate based industries (in 

particular fertilizer) are no doubt related to an appreciation of the 

fact that it has a very low raw material import content. This extent 

to which this is offset by high capital and skilled labour imports 

b.:; these industries (in relation to industries with high raw material 

import content) cannot be d.etermi:led on the basis of data available, but 

perhaps it is re le,rant to note t ha. t both t!le mining ani th~ !1.on-

raetal l ic mineral based industries have hi~her investme!1.t/0utout ratios 
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than the petroleum refining and the basic metal industries (~hich have 

considerable higher raw material import content). Thus if capital 

iJ::lports a.re assumed to constitute a roughl·' similar proportion of total 

investment in these two groups of ind.ustries, then capital imports per 

ur!it of output a.re pe~haps higher in the domestic :-esource based 

.nd t . ~/ i us ries. 

2. The ratio of value added to e.!!Iployment tends to vary considerable -

the ratio standard. deviation/mean is o.86. It is :r~ighest in the basic 

meta.ls (3.549), non-metallic minerals, petroleum -:efining (2.045), 
tobacco (2.553) and mining industries (1 576) and lowest in other manu­

facturing 221 (u.30), publishing (0.394), paper (0.452) and the trans­

port equipment (0.47) industries. There is clea.rl.:r an associa.ticn 

between capital intensity (as measured by indicator D) ani the Value 

Ad.d.ed/~loyment ratio. However, this relationship does not seem to 

be particularly strong - some industries with high invec:; tu.-ent-output 

ratios and some industrial with low investment-output ratios c~obacco, 

te:xtiies) have hig~er value a.d.ded-labour ratios. 

The ratio of value a.d.ded to total employment may a2..so be calculated 

for the rear 1974 from data given by Azar .i!/. These estir.'.ates a~ 
p1-esented in Table 7. The industries with the highest value added to 

~mployment ratios a.re petroleum refining, leather, ~ining, tobacco and 

basic metals - the only difference between this group and that for !.972 
is that leather has replaced non-metallic minerals. We also notice tr.at 

i. ... e mean value of the value added/employment ratio in 1974 is according 

to Azar's figure twice as high as in 1)72. If there is some a.s~ociation 

between capital intensity and value added per unit of labour then this 

may suggest that capital intensity of Jordanian ir.d.ustr·r has in-
c;2 I 

cl'eased somewhat.~ 

3. In terms of the ratio industrial cost/output we find a fairly narrow 

ra~e of cases. The stand.a.ri de,·ia.tion is only i. 7 .a c.er cent of the 

mean. On a.n avera~e industrial costs av~ra.;,;e about 73 per cent of the 

.,alue of gross output. The ratio is ~ighe~t for food ('?) i)er cent), 

paper (37 per cent), publishing (d3 per cent), transport (32 ?er cer.t) 

and furniture (30 per cent). It is lowest for mining (M per cent), 
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Ta'::ll.e 7. "fal'.le Added. and :3mulo·i:lent in Joriania."1 Irxiustrr, ,_91~: 

Industry ·.,ralue ad.de#/ b/ 
~loyraent- 1/alue added/ 

~lo·J'!Ilent 

Mi?lin6 11000 2405 ~,~-3 

Food 6700 3479 1,928 

Beverage 830 417 1,990 

Tobacco 2400 5<1-0 4,444 

Textile 3700 1516 2,44.J 

Apparel 2600 4All 589 

Leather 1500 285 5,~63 

Footwear 300 500 592 

Furniture 1500 2032 7.38 

Paper 500 3.1.l 1,46o 

Publishing 800 768 1,041 

Chemicals 2900 897 3,232 

Pe1rol ref. 8800 1363 6,456 

Rubber 30 

Non-metallic minerals 3900 2136 1,825 

Basic metals 6700 1583 4,232 

Machinery 

~lectrical 900 601 1,497 

Transport 1000 1466 682 

Other 500 734 681 

Me<l.ll 2,425 

Std. deviation 1,832 

Notes: 2:} ~l'wnber of workers. E} JD 000 in current prices. 

Source: Azar: Long-term Prosoects of Irrlustrial Develooruent in Jordan. 
UNIDO/ICIS. 78, July 1975. 

basic metals (51 per cent), beverages (52 per cent), textiles (SS per cent) 

and chemicals (62 per cent). In ~he inter-industrial cor~lation studJ in 

the next section, an attempt is made to relate variations in the str'Ucture 

of t'ie costs to changes in labour producti•1it;, capital intensity and 

isnport content ratios, etc. 
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In general the Jordanian industrial sectJr may be said to consist 

of large-scale capital intensive projects with higher labour ;irod.uc-

tivities vn the one hand and medium-sized and small-sized enterprises 

employing a labour intensive technology. A. judicious balance between 

the development of these two type of industries and an attempt at 

strengthening inter-sectoral linkages within the economy must constitute 

a most important element of :ordan's industrialization strategy. The 

Government is conscious of the fact that such linkages are at pres~nt very 

weak. Thus the ?ive Year Plan notes "there is very little int'!raction 

between the mining "'nd industrial activities on the one hand and between 

these two activi~ies and the other economic sectors such as agriculture, 

construction, electricity and water on tbe other" .W The inter-industrial. 

matrix drawn up by Miner and Associates 2!/shows the! limited extent of inter-

industrial interaction. The table describes the effects of an additional 

1000 uni ts of final demam for each industry in terms of total input re­

quirements of the output of all industries. Thus the i.!llplication of in­

creasing final demand by 1000 uni ts in qu.a.rr.:ring and. stone crushing are 

to increase output of the quarrying sector by JD 1039, in food manufacturing 

by JD 9, in industrial chemicals b:; JD 63, in other chemicals products 

industry by JD 10, in the petroleum refin'.!ry industr-J JD 277, in electricity 

by JD 29 and in water worker by JD 7. The many empty spaces and the modest 

entries in ::iost boxes indicate the paucity of inter-industrial lL"lka.ges 

in Jordan. An expansion in most of these industries is likely to influence 

-:;he level of econ,,mic activity in only a few other sectors. Most significantly 

it is to be noted that there is hardly any relationship between the large 

industries and the relatively labour intensive ~edium-sized and small 

industries of the private ~ector. 

Table 3 lists the leading industries expansion of which are likely 

to have the most pronounced impact on output, value added, pa·(!!lents made 

to labour, exports and imports generated within the industrial sector. 

It tells us for example that if final ::l.ernand :Jf t!'.e tex~il.e L1.d1.istr·: :-ras 

to expand 'o;· lOCO unit::; total outnut within the industrial sector ·,;ould. 

ha'1e to expand 'o,y Ji) 323 3. If ar.other lOOC um. ts of final demand of the 
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Table 3. ~fects of A.dditi.:>nal lCOO '.lllUs of Final Jei:ar.d. on Outnut 

'lalu.e Ad.:i<:?i, Labour r'a·;:::ents, ~orts and. Ir::::iorts o: J'"lriania."l I!1d.ustries 

(JD current prices 1972) 

Na.me of Industry Impact on 
Ou tout 

Textiles 3233 

Paper 3057 

Plastics 2731 

Publishing 2686 

Leather products 2681 

Industrial Chemicals 2646 

Basic iron and steel 2634 

Apparel 2592 

Glass 2556 

Textile manufacture 2539 

Name of Industry Im!:act on 
Labour Payments 

'}lass 856 

Transport equipment 655 

Wood products 645 

Ba.sic metals 591 

Printing 5 54 

Paper 471 

Furniture 4 58 
Footwear 426 

Textile 408 

Petroleum refinery 399 

Name of Industry Impact on Imports 

Petroleum refiner7 1766 

Paper 1675 
Textiles 1666 

Basic iron and steel 1259 
Food ::na.nufacturing 1085 

Industrial chemicals 10ao 

':1e:ct i le :na.nuf. 1C06 

Leather products 1006 

P..ibli:>hing 175 
ether rcher.iical '.)rGd~ct:; )55 

Name of Indust r'J Impact o!l Value 
Added ;.;..,_ _____ _ 

Pe ·~rol refinery 1765 

Transport equipment 1203 

Basic metals 1189 

Machinery 1132 

Footwear 1128 

Wood products 1106 

Electric machinery 1095 

Apparel 1045 

Qua.rr--1.ng 1026 

Furniture 1046 

Uame of Industry !::pact on ~ports 

Qua.rr:ring 784 

Other mineral products 724 

3lectric ma.chiner.1 690 

Textile manufacture 599 

Paper 524 

Apparel 413 

Publishing 28o 

Glass 258 

Other manufactures 258 

Other chemicals 233 
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;:Jetroleur:. rei'i:.er · we::-e to oe sati~fied t:iis would require ~he 

genemtion of JD 1765 of val1.1 e added, JD 399 of labour pa._yments and 

JD 1766 of imports for the industrial sector as a whole. 

The five sections of Table 8 list the effects of lCOO units of 

additional demand of different Jordanian i!ldustries. One is immediately 

struck by the dissimilarity of the list of industries appearing in the 

different sections of this table. Thus none of the 10 industries ex­

pansion of which ha.ve the most signifi-.=ant impact on the generation of 

industrial output appear among the list of the leading ten industries 

expansion of which would have the greatest impact on industrial value 

added, 4 appear in the list of industries with the maximum impact on 

pa.uments to labour and 5 appear in the list of industries ,,ri th maximum 

impact on exports - also to be noted is the relatively weak association 

between indu..3tries expansion of which have majo ... · impact on •1alue ad.d.ed 

a.s a whole on th.e one hand and on labour paJi"lilents on the other. 

In general it would appear that opting for a strategy of capital 

intensive resource cased industrial development is likely to generate 

high levels of value added and. exports. It is not likely to i~~luence 

labour payments, employment levels and industrial ou·c;put levels very 

significantly. EZq>ansion of petroleum refining a.nd. cement may have a 

significant impact on value e.d.ded a.nd export levels but are a.gain un­

likely to gE:nerate significant levels of employment. The labour intensive 

medium- and small-scale industries on the other hand are to ~e f ou..~d 

scattered on all sections of Table a. Some, sucn as textiles, leather 

and apparel show a large output impact expansion of others such as foot­

wear, apparel, wood products and furniture would have a large impact on 

value added a.ri.d. pa:1"1Ilents to 13.tour (and hence on employment). Their 

contribution towards exports are likely to be limited and some of them 

(textiles manufactures and leather products) ma~.r generate high demands 

for imports. 

The central point ·.rhich seems to er:ier!'("e from this a.r.alysis of 

inter-industrial linkages is t'ia.t Go•1ernment must corn·oine ex'.)ansi.on of 

d.ifferent ?arts of the industrial sector in a compl~mentar·· '.'!".a.nner if 

it is to achieve hi.;sh rates of ?,rowth of outnu-:, produc-ti•rit.f and. amr.iloy-

, I 
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ment on the one hand and a wider dispersion of the benefits of in.::..:.~t!"ial 

development within society on the other. Government must concerr, itself 

with developing linkages between the industrial sector and the other 

sectors of the economy - in particular agricul tl.ire. 'I able 8 provides no 

information a.bout L"'.tersectoral linkages within the whole Jordanian 

economy but it is known that the strongest linkages between agriculture 

and industry- in Jord.2.21 are in relation to the food processing industry; 

however, even their imported raw material/total raw material ratio is 53.4 
per cent (Table 6). '1ith increasing agricultural productivity this ratio 

should fall considerably. But for agricultural productivity to rise it is 

essential: (i) to divert an increasing amount of Jordan's fertilizer output 

to the agriculture sector; (ii) to explore the possibility of the domestic 

production of agricultaral machinery and implements, and (iii) to develop 

a framework for rural industrial development which allows the ~illa.ge people 

and the Beduin to relate to and participate in Jordan's industrialization. 

Emplo;rnent and regional distribution 

The impact of industrial growth on employment is a crucial indicator 

of the ertent to which industrialization is being institutionalized within 

the economy. If rapid L~dustrial growth takes place over a long period of 

time but the vast majority of the work force remain outside the industrial 

sec~or a structural imbalance is introduced into the development pattern 

and a bifurcation takes place between a rapidly expanding urban sector 

and relatively ~tagnant rural hinterland. The growth of the service sector 

( :ncluding commarce and trade) can to some extent bridge the gap between 

agriculture and industry, but its ability to widely diffuse the benefits 

from industrial growth are strictly limited.. The expansion of industrial 

employment is a process of builni~g backward and forward sectoral linkages 

within the economy and of eroding economic dualism. 22/ A comprehensive 

industrialization strategy must gi·1e due weight to the objective of ex­

panding industrial employment within the economy. 

Table 9 gives the proportion of labour force employed i.n mining 

and manufacturing from 1960 to 1976. 
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?able ?· ?::-o:iorti:m of Labo'.lr ?orce i::.: :.:inir.c:: ar.d .. ~:anU:actu::."ir.z 

l?cSc-1116 

Year 

1960 

1966 

1971 

1972 

1973 

197'1 

1975 

1976 

Source: 

(percentages) 

Mining Manufacturing 

0.54 6.30 

0.92 7.26 

o.86 8.11 

0.56 8.45 

0.54 8.t6 

0.79 8.73 

0.76 8.71 

0.73 8.80 

Azar: Long-term Industrial Develooment of Jordan. UNIDO/ICIS. 78, 
Statistical Annex, Table 4. 

'l'he mining and manufacturing sector increased l.n share of GDP (at 

factor cost) from about 7 per cent to about 20 per cent over the period 

1960-1976. 2§./0ver the same period its share of total employment increased 

from 6.84 per cent to 9.53 per cent. The share of tn~ ~ining sector in total 

emplo.1Ilent has actually declined over the last 10 years. It was 0.92 per 

cent in 1966 and is O. 73 per cent in 1')76. The rate of growth of manu­

factures share of total emplo'!Ilent was 2.53 per cent 9er annum over the 

period 1960-1966. It declined to 2.34 per cent per annum over the period 1967-

1976. There is, thus, clear evidence to support the view that investment in 

the Jordanian mining and manufacturing irrlust:rJ is cecoming more capital 

intensive and expansion of employment is failing to keep pace with ex-

pansion of output. The mining and manufacturing sector i3 regaried as the 

leading sector of the economy in the Five Year Plan development strateg:'/j 

if the fruits of the growth of these sectors are to be widel:r distributed, 

efforts must be made to ensure that emplo-.'T.lent expands a.t a faster rate than 

can be forecast on the basis of historicc>.l trends. 
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Table 10 de~cribes the iistrioution of emplo:.~ent a.=o~ the :nr..2or 

b:L'a.Ilc::J.es of the Jorianian r:ining and manufacturing sector over the perioi 

1960-1974.. It shows that the ma.in sources of ecplo::ment in this sector 

Table 10. Distribution of Emolo-nnent in the Mining and Manufacturing 
Sector of Jordan, 1968-1974 

1268 197~ 

l'.~ber as f., of Tctal Nwnber as· ~~ of Total 

Mining 3129 15.26 2405 9.42 

Food 3235 15. 78 3479 13. 62 

:Seve rages 260 1.26 417 l.63 

Textile 652 3.18 540 2.16 

Tobacco 1328 6.48 1516 5.94 

Clo thin~ 1505 7.34 4.4L1 17. 30 

Footwear 827 4.03 506 1.98 

Wood 

Furniture 1891 9.22 2C32 7.96 

Paper 248 l.21 341 l.33 

Publishing 925 4.51 760 3.01 

Leather ao 1.02 285 l.11 

Rubber 133 o.64 30 ·J.11 

Chemical 364 1. 77 3)7 3.51 

Petroleum ref in. 95a 4.67 1363 5.34 

Non-metallic min. 1342 6.54 2136 d. 37 

Basic metals 1945 9.53 1533 6.20 

:.rachiner1 171 

Slectrical 591 2.da 601 2. 35 

Transport 655 3 .11 ll66 5.74 

Other 275 1. )4 734 2.37 

Total 2CM. 9 3 2551 1 

Source: Azar: Lon~-ter'!?l In1ustr1al Pros;;ect:::; .,~- .Jo Man. :J:TI:),)/ICI'.::. 7o 
Stati3t1cal Annex, Taole 5. 
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were the :food ir.d.u.stry (15. 73 ~er cent of total sectoral. er.rp:.o·.-:".lent), 

:::.inir.g (15.26 per cent), basic meta.ls (9.53 per cent), furnitu.....-e 

(9.22 per cent) and clothi..'lg (7 .j.~. per cent) in 1968. In 1}7l the 

distribution pattern of employment had. changed. significantly. The s.!:Ja.re 

of the clothing industr-J in total employment had more than doubled. It 

now accounted for 17.JO per cent of total employmant. The share of the 

food industry in total employment had fallen to 13.62 per cent, that 

of minim?: had fallen to 9 .42 per cent. Uon-metallic minerals had in­

creased their share of total employment from 6.54 per cent in 1963 to 

a.37 per cent in 1174 ap.d. the share of basic metals had gone down to 

6.2 per cent. The share of the furniture industry had also declined from 

over 9 per cent in 1968 to just less than 8 per cent in 1974. The share 

of consumer goods industries taken as a whole had remained fairly s~a.o!e -

the - accounted for a.pproximatelv 40 per cent. of total mini.."lg a."'!d manu­

facturing '9mployment in both rears. The share of the mineral based 

industries had gone up marginally from about 17 percent to ju.~t over 

18 per ccrit, as had the share of petro leUL.I refining. A. jud.ic ious balance 

in the relative growth of the different sub-sectors of the Jortlanian 

industry is clearly necessary if adequatel.y growth rates of industrial 

employment are to be sustained. 

Concern about the equitable distribution of the benefits of 

industrialization is expressed in seeking a balance in the regional 

distrib~tion of industrial units. Table 11 which gives the geographic 

distribution of industry in Jordan clearly illustrates the high concentration 

which e'~sts in the Amma.n-Zarqa (al Asimah) area. The mineral based 

industries are of necessity located Pear the deposits and single establish­

ment industries - and they account for 53 per cent of fixed assets of all 

firms in the industrial sector, 44 per cent of total sales and 26 per 

cent of total err.ployment 21/ - are uy definition regionally concentrated. 

3ut even "the local industries are concentrated in che Amman Zarqa. area"~/ 
according to the Five Year Plan which t!1erefore places ar:iphasis on the need 

to "::i.chie'Je a bettar dis~1·i·outian of new industrial sites, (through 

9~oviJing basic infrast!"'Uctural facilities (and) ~lacat1an of existing 
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Table 11. GeoB:raEhic Distribution of Jonianian fodustrl 1 191~ 

(JD 000) 

No. <W per Employees as per Wages Fixed as per Sales as per Haw ::la le of 
l~i rrns cent of cent of (JD 000) Capital* cent of cent of materiala f'owe1· b; 

total total total total con;.-iumo t~lectric 

Co. 1 f:i 

000 KHll 
Al A~irnah 497 L'i1. 66 12,370 83.09 4,003 21,443 71.34 27' 595 77. 72 16,005 11.2' '}l u 
lrbiJ 6') 11.0) 966 6.,18 4t.\<J 1, 382 4.59 1, 145 3.22 564 10,fff'; 
Ualq.:i. 12 2.03 1,356 9.10 766 6, 780 

VJ 

19.09 6,600 18.58 4,0U '1 ') '-LJ 

!\a ru.k 9 1. ')2 127 0.85 28 0 0 104 0.29 4U t.oo 
t!"'-''.l!l 6 l.01 68 0.4 ') 18 4 ')O 1.26 59 0.16 40 ~16tj 

Tota.! )d6 14,8'37 5, 30'1 30,055 35,503 20, 688 12'), 6G6 

.. l>epreciatt!d Value 

:..i,n1rce: Min~r aml Asuoc. Industrial Developmeut Survey of Jordan for utJIDO, 1973, p. UO. 
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and worksho~s withL"l (!"lew) industrial zones".22.' Tha d.eve:.:::iprue::t of tte 

potash project, the new plant of the Jorc'.:1.nian !."ertilizer Compa."1:· near 

the port of Aqa.ba and the e:..-pansion of the Zarqa oil I'f'finery are not 

lik1~ly to reduce the level of geographic concentration. it is importa!'lt 

to diversif.7 industr.7 at the regional level so that sectoral crisis (fc..11 

in the price of phosphates for example) do not become a serious cause or 

widespread. regional unemployment an~ recession. Hopefully the industrial 

estate al Sahab 
601 

will attract a Widely diversified group of small and 

medium sized industries. 

A high level of geographic concentration is (almost inevitaoly) 

accompanied bT a high level of concentration of industrial output, employ­

ment and sales. As Tz. le 12 (compiled fr~m the i.niustrial survey con­

ducted for UNIDO) shuws, in tne early 1970s "large fir.ns"§..l/ accounted for 

only 9 per cent of total establishments in Jordan's industrial sector, but 

the·· employed 55 per cent of the industrial labour fcrce, paid 71 ?Sr cent 

of the total industrial wage bill, consumed 76 per cent of the industrial 

raw material. Their sales accounted for 77 per cent of total sales of this 

sector and the ,r were responsible for over 80 per cent ~f industrial e:xports 

(their share of industrial imports was significantly lower (49 per cent) 

indicating the high ratio of raw material imports to total raw materials 

used b • the small and medium sized industries). The large firms ovmed 

87 per cent of the industrial =actor's fixed assets a.nd. produced 78 per 

cent of its val·.ie added. 

Concentration ratios for the different industrial sub-sectors could 

n.ot be ca:i.culated but it is to be noted that "the greatest nwnber eif firms 

are (to be) found in quarrying, food manufacture, textil~ and wearing 

apparel, fabricated metal products and printing a.nd. pubLishi~ whereas the 

'!alue added is concentrated in the sectors which are d.omi!'la.ted. ':Jy a few 
62 I 

large firms''.-· One would. assume therefore tna t ecployment and sales 

con~entration ratios ran;se widely with low values in the traditional, ~.ar.ii­

craft industries and with hi~h value in tie ~ineral based industries -

some of which consist of only one estc:1.blishnent. An e'1pi1.asis ·.mo:r. tie 

development of these resource ':Ja.sed ir.dustrial ac~i·ri ties neceszaril r 

implies ar. ir.c~ase in the level of i~dustrial cor.ce!'ltrati~n i~ ~0r-lar.. 



Table 12. 

Units 
No. of No. of 
Firms &nployees 

CenlJUS J.<'~-ame )89 14,887 

La r:'(e J.<1 i !'ms )5 e,rn9 
Lar,,~ Firm:..; 

11e roe nta1:e 9.3 55 .o 

C0ncentration of Industrial Activity in Larf50 Firms, 1972 

(.m ooo) 

Wages Raw Mat•le Imports Sales El?CPorta 
Paid Consumed 

5,308 20,684 10,405 35,540 5, 721 

3, 775 15, 727 5,0U5 27 ,427 4,639 

71.1 76.0 I 

49.9 77 .2 81. l 

Juurce: ~liner and Assoc. Industrial Devolopmont Surve 11 of Jordan, 1971, p. 76 

Value Fixed 
Add eel Ar ;ats 

15,915 W,05'.) 

12,443 26,207 

78 2 d'{. 2 
I 

+.. 
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Table 13 and 14 give a picture of the structure of Jordan's exte:r-na.l 

visible trade. In 1171 exports of fruits and vegetables accounted for 

42 per cent of tot~l iomestic export earnings, phosphate exports for 25 per 

cent and exports of manufactured goods for 18.2 per cent. In 1975 fruit and 

vegetable exports accounted for 25 per cent of total ~omestic exports, 

phosphates for 48.8 per cent and manufactures for 10 r~r cent. The growth 

of export earnings fI'Clm phosphates has been exceptionally high, since 1973, 

..iue to the increase in its price. Since 1975 export earnings from phosphates 

have been dec:ining. In 1977 they constituted only 28.7 per cer-t of total 

export earnings. Manufactures have not represented a. ma.jor source of export 

earnings. §l/ 

In 1971 Jcn"4-an's main imports were food. (25 per cent of total import 

expsnd.i ture), ma.chine!":'.: and ·;ransport equipment ( 21 per cent) , manufactured 

goods by material - i.e. zubter manufactures, paper a.nd. paper board, 

tertile j<¥'!1 a.nd. fabrics - (15.5 per cent) and mineral fuels (6.3 per cent). 

By 1975 mineral fuels accounted for 10.6 per cent cf import expenditure, 

manufactured goods b::r materials for 19 p~r cent, food imports for 21 per 

cent and machiner:-1 and transport equipment for 31. 6 per cent. l·~isce lla.neous 

manufactured articles accvmted for another 7. 2 per cent of import expend.i ture. 

Thus, by 1975 !Il2.nufactures had becom~ the ma.in item of i!nport expenditure. 

In 1)77 import5 of transport equipment, machinery and fa"Jric~ and ·am 

accounted for nearly 40 per cent of total Jordanian imports. gi 

:ordan's iila.in food imports include sugar, vegetable oil, ghee and 

whiskey, her fuel imports a.re dominated by petroleum 3..~d lubricating oils 

anri greases. Manufactured good (by material) imports consist mainly of 

rubber tyres, wove~ fabrics, knitted garment, wool ;Yarn and boys garment. 

Jordan also im~or-ts large quantity of slabs of sheet bars, rods of iron 

and steel, '~ubes and pipes and iron and steel structures. Her machiner·r 

import~ consist =ia.inly of excavating, levelling a.nd e;~tracting machinery, 

agr:.cult«t:-al and ir:dustrial machinery and macninery QSed f'Jr :-oad. oQil:l.i~.g-, 

.nachincry parts, electric .generators and '.llotors, te:.e·1ision sets, a;::-;;aratus 

for r:ia.kin.:i; arid breaking electrical circuits, insolat~1 electris •.-;ire ar::i 

caJles, rail locomotives, 9ublic transport ,,ehicles, truc~-:s a.!"ld ~a.r€o ,,ans 

and their parts and accessories and :'L·L~1g r:lachines ar"3 Jor:ian' s ma.in 

trans~ort imports. 
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Jo:-ian's :::a.in ini~strial eA""':)orts consist of m:tu.ral phosp~...a.tes a~i 

ce~ent in the ~inera: ~ase~ sector. ?.er ::::ar.:1.factured food ex~orts co~sist 

of preser-Ted olives arC.. oeer. She also exports f.tu:'.an ~edicar.ts, ?lastics, 

tanned leather, craft ppaper, woven fabrics of wool and !cni tted gar::lents 

in the inte~ediate industr: sector. Other heavy exports i~cl:l.de un­

wrought lead, articles of zinc, electric lifts and accumulators, electric 

conduct tubing and stoves and cent.al heating boilers. 

Table l . Comoosition of Merchandise ~orts of Jordan f.o.b. 
l 71-7 in JD CCO IS 

Food and Live Animals 
Fruits and ::Juts 

Citr.l.S Fruits 
Bananas 
Watermelons 

Vegetables 
Toma.toes and Toma.to Juice 
F.ggplants 

3everages and Tobacco 
Cigarettes 

Crude I·!a.terials, Inedible, E:tceot Fuel 
Phosphates 

Miner-d.l Fuels, Lubricants and Related 
r.anerals 

Animal and Veaetable Oils arrl Fats 
Olive Oil 

Chenicals 

Manuf. Goods Classified b:y Mat. 
Cement 

!·!achinery and Tra.nsnort Eauioment 
3atteries and Accumulators 

Misc. Manufactured Articles 

Commodities and Transactions, rt.e.s. 

Total Domestic Zx~orts 

Total S;.:-:Jort:> 

1971 1972 1973 1974 

~ 4-iln d,650 3,165 
1,005 ~ 1,716 4,274 

743 1,203 1,411 3,732 
78 1C6 36 .17 
55 76 65 237 

2,056 2,500 2,371 4,386 
1,183 724 916 1,836 

240 291 400 512 

411 451 862 86~ 
1bd 398 546 711 

~ lzl.12 4,558 20,033 
2,""2"30 3,497 4,C20 19, 531 

Jl 
320 
275 

~ 
277 

382 311 

1,077 2,426 
471 1,922 

ill 4=il 
333 .:i-33 

134 173 

JI l 

170 
12.1 
T2 
6.14 

2..i1.U 
l-;296" 

l53 
409 

~ 
t.l 

1, 211.Ll 

5,860 
4,c78 

586 
495 

671 

l 

1975 

10,203 
6, 377 
5,645 

68 
76 

3,236 
1,276 

482 

1,006 
751 

246 

409 
m 
~ 

~ 
470 
T7 

1,598 

3,317 12,506 14,JlO~ l~,075 

2,~17 t,~zd lC,1411 l0,3:5 3,72? 

11,4..:c i1,c;c.:;. 2..:,151 .:9,r2 .:J,J7.: 

l} focludini; JD (5.2) :nillion "non-moneta~·r ,;old" 

3:Jurce: I"JRD, Sriecial :cnnor::ic ::.er.art or. JoM.ar.. :=;_,wision of t:1e ?ive ·r~ar ?lan, 
:)76. Statistical Arm.e:-::, Ta.ale 3.2. 

I 
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'!'able l. _ ..... ,, . .. . .. .. . . . I t - J ,.....; ( . ., ) 1 ~7. .., -
~o::iciosi. .. i.on o_ ~-.ercna.•1.r.:.1se ::!CJor s or o.~a!'lc.1... _f !.-1: 

(in Ji) COO's) 

Food and Live Animals 
Live Animals 
Dair: Prodacts and Eggs 
Wheat and Flour of Wheat 
Ric~ 

Sugar 
Fruits; Vegetables and Nuts 
Coffee, Tea, Cocoa and Spices 

3evera,ges and Tobacco 
Crude To'oacco 

Crude Materials, Inedible, 
Exceot Fuels 

Wood Lumber and Cork 

1971 

2G '~~~ 
2,451 
3,843 
1,306 
2,186 
3,961 
2,084 

1,161 
956 

2,a§~ 
Textile Fibers and their Waste 546 
Oil Seeds, Oil !;uts and Oil Kernels 812 

!_ineral Fuels, Lubricants and Re­
lated M:i.nerals 
Crude Oil 

Animal and Vegetabie Oils and Fats 

Chemicals 
Medical and Pharmac. Products 
Essential 0 il and Perfume Mat. 

Polishing and Cleansing Preps 

Manufa~tured Goods by Material 
Rubber Via.nufactures 
Paper and Paper Board 
TeX:ile Yarn, Fabrics Made-up 
Articles and Related Prod. 

4,844 
4,137 

~ 
1,257 

396 

~ 
1,009 

5,625 
Machinery and Transport Equioment 16,19~ 
Electr. and Uon-2lectr. Mach. 5,03 
Transport Equip. and Parts 11,155 

Miscellaneous Manufactured 
Articles 

Clothing and Footwear 
Scientific Inst. Photo Equip.etc. 

.i,175 
1, 503 

927 

Commodities and Transactions,n.e.s 1g 1 ~76 
Total Imoorts 7 , 27 

1172 

~ 
l;ill 

3,235 
6,099 
1,289 
5,i86 
3,887 
1,958 
1,187 

935 

2,817 
&n 
761 
429 

4,566 
3,312 
1,096 

2a.lli 
2, 172 

72~ 

19,026 
1,091 
1,846 

7,20L 

~ 
5,725 

6 r1 
2:2J6 
2,289 

11, 612 
35, 31C 

1173 

30,.:313 
2,955 
3,Jll 
7,037 
1,396 
1,779 
6,439 
2,523 
1,081 

ao9 

3,166 
1,175 

490 
629 

4 16o . 1 

3,335 
1, 514 
- 718 
~:258 

827 
n.J.§1 
"""T,TI(j 

1,919 

7 ,646 

17,193 
lC' 9?1 
6,266 

~ 
2,200 
1,252 

15,133 
lOd, 200 

42,740 
2, )73 
3,88c 
7,137 
4,276 
6,758 
8,669 
2, )47 

J4C 
6ol 

4,~~g 
970 
ao3 

5,214 
3,590 
1,153 

~ 
2,643 

1, 336 

~ 
.1,243 

a, 121 

35.339 
17' 733 
17' 606 

3,7t.2 
2, 627 
1,7.12 

1975 

~ 
4,822 
6,a24 

.1,367 
11, 534 
9, 570 
2,5~3 

1 26·). 
I t 

673 

~ 
2,74b 
1,092 

539 

24,893 
22,794 

1,255 

12,204 
J,119 

1,811 

44,Bl.8 
3,0d6 
3, 712 

12,C87 

74,C~~ 
37, 
36,251 

16,789 
7,165 
3, 116 

Source: I3RD. Snecial :!:conomic ?.eo0rt. Jo Man '.leview cf the Five Yea:~ Plan. 
Statistical Annex. Table 35, 
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A detailed breakdown of Jordan's industrial exports and imports 

for the period 1960-1975 is given in Azar (Table 22 a.J.d Statistical 

Appendix). It is evident that unprocessed minerals constitute a major 

source of export earnings as do food prodll.cts, while an increasing propor­

tion of import expenditures is being devoted to the purchase of capital 

equipment and machinery. 

Table 15 gives a description of changes in the direction of Jordanian 

trade in manufactures. 

OECD 

CMEA 

LI:Cs 

Arab 

Table 15. Change in Direction of Jordanian Trade in r·lanufactures 

196o-U75 

Imoorts 1 oer cent ~orts 1 ner 
1960 1375 196o 

countries 71.25 77 .19 7.83 
countries 12.22 1.a3 
except Arab 8.43 6.43 

cent 
1975 

0.25 

2.84 

0.29 

countries a.ca 8.53 92.17 96.6G 

Scurce: Azar: Long-term Prosnects f~r Industrial Develonment in Jor'lan. 
Statistical Annex. Tables 25 ar.d. 28. 

It is clear that there has been no significar1t str>.ictural change in this 

period. There has been a marginal increase in the share of the West in 

Jordanian imports from 71.25 per cent to 77 per cent in this period - with 

Western 2:urope emerging as the ma.in source of imports of manufactured goods. 

There has been a substantial decline in the CMEA. countries share of Jordan 

i!lanufactured imports and a vecy minor increase in the sh.:l.re of manufactured. 

imports from Arab countries. 

Arab countries buy over 95 per cent of Jordan's manufactured exports -

they have increased their share from )2 per cent in 1)60 to a 1 ~ost 97 per 

cent. This underlies the importance of regional co-or'.iinatior. in plannin; 

the ind.ustr1al development of Jordan. Since the nresent Plan ha.s opte1 in 

fa•1our of a!'l export oriented industrializati·?!'l strate.:s'J an a~::irecial;::..o!': Jf 

the pnssibilities of economic ha:r.nonizati:in with the A~ab count,ri~s - in 
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particular the countries of the Fertile Cresent, is absolutely vital for 

ensuring self-sustaining development patterns within the industrial sector. 

As the processing of locally produced mL."l.erals in Jordan - particularly 

phosphates - increases the need for regional co~rdin~tion and harmonization 

of regional trade, investment and product ion in a wide range of industrial 

sub-sectors will assume greater significance. §.2./ 

Participation of the public and private sectors in Jordanian InduEtry 

According to the Government "the Jordanian econom.y is overwhelmingly 

a private enterprise economy ••• when necessary a.nd desirable the Govern­

ment acts in the role of a limited partner in e~onomic projects where 

initial capital costs are too great for the private sector to bear. The 

Government has never departed from the policy of"laissez-faire". ~/The 
World Bank endorses this view and notes that "the Jordanian economy is an 

essentiall-r open ancl laissez-faire economy although since the raid 1150s 
67 / the Government li~s acted in a regulatory and. pron:otiorial capacity''. -

Tables 16 and 17 would i~iicate, however, that equi~7 participation by the 

Gov~rnment in industrial companies has been significant. It has a majority 

share in the Jordanian Paper Mills, the Jordanian Phosphates Mines, in 

Jordanian Hotels and Tourism, Holy Land Hotels, Federation of Amman Buses, 

and in the Jordanian Ce~ent Factories. Its equity participation exceeds 

30 per cent in Aqaoa Hotels, Hima.na Mineral Water Co., Jordanian ConfectionaI"J, 

the Industrial Development Bank and the 1/egetable Oils IndustI"J. In sectoral 

terms Government equit/ participation as a percentage of authorized share 

capital amounted to 26 per cent in the mining and ma."l.ufacturing sector in 

the earl/ 1970s. Within the industrial c;ector government equ:i..t:r participation 

was highest in the mining and the heavy resource based manufacturing se'.: tor. 

The mediu.~ sized and small manufacturing sector was completely in the hands 

of private entrepreneurs. r;~edium sized industri'.!S are in the food pro~essing, 

clothing, textiles, footwear and metal ?roducts sub-sectors. The ~.a1n source 

~ · · · · t · t · t · r;a ·' · · ha • · r1 or expar.s1::>n nas oeen impor suos l ut1on--- , out tne/ . ve a.;.so :i.a.-... some 

success in ?enetratin.g export r..arkets.~ 1 
rhe small-scale fi:"'.ns which 



Company 

I. Jordar.i.sn Dairy 

2. Vegetabl~ Oils Industry 
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Authorized 
share 

Clpital 

0.100 

0.500 

3. Jordanian Conf~c~ionery and 0.~01) 

Chocoiate Factories 

4. Jordanian Bakeries 

5. Jorda:lian Woolen Mills 

6. lndustriai Oevelopment. 

Textiles 

°/. Jord:mian Paper Mills 

8. Jordanian Tanning 

9. Industrial, Commercial 
Agricultural 

10. J<.'rdanian Petroieum 
Refinery 

11. Arab Potash 

12. Arab Drugs Industry 

13. Jordanian Cement Factories 

14. Jordanian Phosphate Mines 

15. Jordanian Ceramic5 Factories 

16. .T ordanian Electridty 

17. Irbid District Electricity 

18. Jordanian Hctels and Touri5m 

19. Holy Land Hotels 

20. Aqaba Hotels 

21. Tourism Transport 

22. Federation of Amman Busts 

23. Jordanian Fisheries 

24. Jordanian Himm~ Mineral 

Water 

0.100 

0.500 

0.250 

0.6f.i0 

0.400 

l.000 

8.000 

t.501 

0.250 

4.500 

3.000 

!J.G75 

3.000 

l.000 

0.723 

0.600 

0.300 

0.300 

0.800 

0.100 

0.085 

25. -Agricultural Product3 ~1Jrket- 0.600 

Private 
Paid 

Share 
Capital 

0.026 

0.265 

0.015 

0.041 

0.389 

0.159 

0.212 

0.300 

0.739 

6.180 

1.673 

0.195 

2.272 

1.092 

0.005 

2.544 

0.503 

0.103 

0.006 

0.150 

0.248 

0.341 

0.035 

0.027 

0.053 

Government 
Paid 

Share 
Capital 

0.023 

0.179 

0.053 

0.026 

0.111 

0.071 

0.388 

0.1 QI) 

0.029 

0.500 

0.500 

0.055 

2.228 

1.908 

0.002 

0.034 

0.179 

0.620 

0.500 

0.130 

0.025 

0.458 

0.016 

0.035 

0.100 

JD million 
Percentage 

of 
Government 
Participation 

23 

36 

37 

26 

22 

:s 

64 

25 

3 

6 

11 

22 

51 

64 

3 

18 

86 

83 

43 
8 

57 

16 

40 

33 
ing 

26. Agricultural Products Canning 0.250 0.249 0.001 + 
27. Industrial Development B~nk ~3...;;.o_o_o ____ o_.!1_0_0 _____ 1 _.0_9_9 ______ J_7 

Total 34.73..i 18.i32 9.170 27 

Sourco: JordJ.n Ministry of lfatiuna.l 8conomy. Investment Condit ior.s and 
Opp::irtunit iea in Jordan. Amman, 1972, p. lB. 

I 
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acc~rii~"'5 to t:ie 117 ~ cs~s:l.S ~c::::r..L"'lte·-i :"':Jr ~·..rer 9C ~e~ ::e?:: 'J: tat a: 
. . . . t ]Q/ . t• ·. .. 

es-.:ao~1sr..!:le:: s en.:;a.:.-a in stone ::u .. 1ri=-, car-::en.rj·, i:i.:i:.is trial 
.. , , '""=' • 

::iottery and. ;.;ood car'ri:ig-}-V;..1 though the Goverr..nent !".as no plans taEoring, 

of acquiri.ig ecr.iity in these sectors it seeks to encourage the rationali-

za.tion of produ.ction procedures through providing institutior.a.l support. 

The small-scale "cottage" L."Xiustry sub-sector has been generally ignored 

by the Government which believes that in ol'ier to enjoy substantial 

economies of scale, Joroania.n industry must be modernized and this has in 

general implied. a bias towards favoU!'ir..g the development of capital L.ri.tensive 

technologies. 

Table 11- Gove I'!ll!lent :::OUitl Particioation in Ind.ustrial 1 Tourism 
and other Comtlanies 1 December1 ~1. 1211 

Private Government JD 000 
~a. of Authorized. Paid Sha.re Pai:i Share Percentage 
Compa."1.ies Share Capital Capital Capital of Government 

Paid Share 
Ganital 

Mining and Industry 15 23' ?76 13,563 6, 173 26 

~lectricity 2 4,000 3,047 213 c: 

Hotels 1 1,623 259 1, 250 77 J 

Transport 2 l,lCO 589 433 44 
Fisheries l lCQ 35 16 16 

Mineral Waters , 35 27 35 40 -
:.rarket ing 1 600 63 200 33 

Canning l 250 249 l .,... 

?inancing 1 3, '.JOC ?00 1, J'19 )7 

Total 27 34., 7 34 13, 732 ),i'.7'.J 27 

3oth the Thre!? a.nd. t:ie ?i~re Year Plans '.:a·r~ ~m!"Jhaisi~ed. the ;ir:'.narv ir:i!"J()l'.'tance 

J:· the ;H'l'rate sector i.r: t!':e .:evelJp:ne:-it of J0:d.anian ind.u;;tr-r. 3o1:h, h0weve:::, 

c~nced.e that r,ish le•re:.s of pu:-lic inr4.ustr1al. i:west::ient ar~ ner,essar:J. r::'a.':Jle 18 
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gives the sectoral allocati~n of investment in the Three and FivP (ear 

Plans. Total public sector investment is 65 per cent of gross investment 

in the Five Year Plan (JD 382 million as shown in the Table plus JD 115.2 
million in the mixed sector is included in Table 13 under private i!!vest­

ment). The public sector's contribution is most marked in the "i!lfra­

Etructure" economic sectors (irrigation, electricity and transport, etc.) 

but it also constitutes a large part of investment in mining. 45 i)er cent 

of investment in the mining sector is exclusively under the control of the 

state which also ha.s a large stake in mixed ventures within this sector. 

Mining is expected to generate almost 50 per cent of growth of Government 

domestic revenue. '11..
1 

Mixed domestic (public, domestic, private and foreign 

public and foreign private capital and management are combined in a variety 

of Wa.YS) ventures also constitute a significant share of investment in 

Table 18. Sectoral Allocation of Planned Investment.Jordan, 1973-1980 
(JD million) 

Three Year Plan Five Year Pl.an 

Public Private Total Public Pri vat elf ~otal 

Agriculture 23.5 4.1 27.6 12.0 28.0 40 
Irrigation Y 7~ .1 72 •. 1 
Water Y 25.3 25.3 
Mining 5.8 20.3 26 .1 0.3 168.9 169 .2 
Manufacturing 

Electricity 5.7 4.1 9.8 35.5 7.3 42.8 

Transport 27.8 8.o 35.8 111 • 2 8.7 119 .9 
Housing 3.4 31.5 34.9 23.0 63.0 86 .o 

14. 1 0.7 14.8 38.8 38.8 
Others .1.2.:J._ 2.:.1. 30.0 36 .6 74.3 110.2 

TOTAL 99.6 79.4 179.9 382.0 383.0 765.0 -
Notes: 11 Including public investment in the mixed sector. 

y Included in Agriculture for the Three Year Plan period. 

Source: !]RD: Speci~l Economic Ret)ort. Jord~, 1976, p • 14. . 
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::i.a.nufac"'=u.ring. ~ove'!T-'"Jent participation is ::est p!'Onour:r::ed. i.r: tie e:qort 

oriented ~ineral based industries, fertilizer, ce~ent and oil refini~~3· 

~Ied.iuo- and st:1all-scale industries are left excl'..1.Si'rely b the hands of 

the private sector. Loans and guidance to the~e industries are to be 

provided ma.inly through the operations of the Industrial Development 3ank. 73 / 

Firm figures on foreign capital stock in Jordan are not available. 

The Government encvura.ges foreign investment and favourable legislation 

has been enacted since 1955 when the Law for the ~couragement and Guidance 

of Industry was enacted ani a number of organizational changes in the 

public industrial sector are related to the d.ri•re to promote foreign 

investment. Prior to the 1967 war most foreign in•restment l!t' went into 

the tourism industry.12/ Foreign investment both public an::lprivate is now 

ma.inl.:r attracted towaros the mineral based industries. Foreign sector parti­

cipation in the major manufacturing and mining projects during the Fi-re !aar 

Plan are given in Table 19. 

Table 19. Foreign Participation in Major Five Year Plan Projects 

(in JDOOO and percent of total) 

Foreign 
pa.rt icipation 

explora+.ion 3,250 

Total 
investment 

4,630 

Foreign participation 
as percent of total 
inve_stment 

General prospecting 250 525 

10. n 
47 .16 

25.00 Thermal energy 75 300 
Na..tural resource 

workshop 110 465 

Phosphate 24,000 
I 

Petrolewn refining~· 20' 500 3),COO 

Ceoent ~ 4,080 3,ooo 
Fertilizer 41,00C 51,0CO 

Cer:1ent n.s. 21,coo 

Pota::>h 12,LOC 25 ,000 

r~;.:ti:.e !1. s. "'.. 'c :o 
Co?9er !1..3. ), ,JOO 

Industrial estates n.s. 1 1 6JI] 

~ates: n.s. ~ not specified; ~ 1 includi ~ local loans. 

Source: ?ive Year Plan, p. 177-188. 

23.65 

52.66 
50.00 

51. 21 

49.60 

.. 
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?o~ei€?1 i~vest~e~t is thus a si~i:i~a~t ~o~tri~utor t~ ~os: Jf these 

projects. :'he forei€0 capital L"'l±'low :-e~:.ti:-ed. to r::eet -;Jla.r.::ed i!west:::e!"lt 

targets du.:·ing 1976-1300 is Jn 262 :nil.lion. This ::ia·- "'::e an :mderesti:-.a.te. 

The JD 265 raillion investment target "inclu.ies an unl~o~m :nagnitud~ of 
76 / 

escalation for sorae of the major projectsrt-:-This figure which appears in 

the national accounts, budgetary and balance of payments statements 

projections of the saving-investment gap. Moreovt?r, the projected :.evel of 

cost escalation may t~ out to be rather !!lode st. FurtheI"'.!lore, borrowing 

requirements give!'l in the Plan imply an export growth ra.te of 22 per cent 

and an import growt!l rate of onl~r 7. 3 per cent per annum over the plan :;iericd. 

If this assumptions proved unrealistic fo~aign borrowing req!.lirgments are 

likel7 to be higher. 

Gross foreign borrowing for the plan period is projected at JD 33~ 

million, over 20 per cent of which (i.e. u~ 67 million) is to consist of 

foreign investment and bor:-:·owings from the private sector. It is ·iifficult 

to separate local and foreign capital inflows into the industrial sector. 

Total financir.g is expected to equal JD 229-12 million; JTI 34 :nillion fro:n 

the general budget, JD 105.1 million from "compan: capital and resotl!'ces',', 

JD 275 million from "foreign subscriptions", .D 108 million from "foreign 

assistance'', JD 24.5 :nillion from ''local a."ld. foreign loar.s", JD 55.7 million 

from ''foreign loans'', JD 1. 6 million from the Industrial De•.•elopment 3ank 

and J:) 35 million from the "private sector". ll/ It is not possible from the 

Plan docw::ient to make a f·.inctional dif:erentiation between these categories 

and to estimate the extent of foreign participation under "com.pan~· capital 

and resources", "local and foreign loans", contribution from the Industrial 

Development Bank and "the private sector". A failure to clearl./ d.istinguish 

between foreign and local sources of industrial financing is an important 

wea.<ness in the Plan and :nc.kes a.r. evaluation of the industrial sector in 

accoriance with plan targets and criteria ver~: difficult. However, in _ge!'leral 

it would a~lpear that foreign capital is se~n as pla:·ing an important part 

in Jordan's industrial development • .:ratura.11.t there is a concer!1 to att:-~ct 

;Jetrofunds 

invest:::ent 

to Jorian and Arab interest and involve:::ent in Jor"ianian industrial 
. , . . d +. . .4 78 I rnh. . . t t . 1s n1;!1 a.r. con.inuin.g to e:CJan'"'". - __ is .'i.rac 1!'\v~s men i.::; 
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usaally public, 3.r.d. :-egfonal eccnor.:ic integ:-at i~r: in t:i.e a.:-ea :.i l 1 
. ... . . . ~ .. .. . .. . 

puo~ic sec.or i:: vcr~ar..ian inaus.ry. 

'I"'.:iis opens up possibilities 0f establishing :nixed. private ar.d. p'!lblic 

sector industrial firms (involving western based multinationals fer 

example) which are concerned both with efficiency and. ccmpet it iveness 

in world markets and in evolvL~g a production strategy which facilitates 

nation~l and regional objectives of ensuring a wider ar.d fairer 

distribution of income and of meeting the basic needs of the lower 

income groups in the different countries. 
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.:hanter J:I: 

Assessement of industrial indicators 

In this section we have tried to estimate the relationship between 

a number of indicators that measure the performance of the industrial sector. 

Time series data were not available and in the interests of ccnsistency we 

took the data from one source only - the Industrial Survey conducted by 

Miner and Associates for ffiIT:OO. As noted previously this relates to all 

firms employing 5 persons or more in the minin5 and manufacturing sector in 

Jordan. Data were collected during 1972. ':."he following industries have 

been considered: 

1. Mining 11. Petrol refining 

2. ?ood 12. Rubber 

3, Beverages 13. :;Ion-metallic ~inerals 

4. Textiles 14. Basic metals 

5. Apparel i 5. :'<Tachinery 

6. Leather 16. Electrical machinery 

7. Footwear 17. ~:-an.sport 

8. 2'.l.rn it ur e 18. Other manufactures 

9. Paper 13. Chemicals 

10. Printing and publishing 20. ~obacco 

?or each of the~e industries we have estimated variables as shown 

in Table 6. They d.l'e: 

A Industrial cost = cost of ;:-3.w ma-cerial + wages 1.ipon the ·;alue 

.::;f outpcit at currer.t prices. 

3 3aw material imports upon value added at current prices. 

~ : 3ook value ::;f fixed inves-cment upon va!ue addei at ::;ur~ent 

pr ices. 

~ dcok val~e of fixed investment ~pan value ~f ~u~put at '.)Urre~t 

pr ices. 
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? = Iur::io:-":ed. raw :::aterial cost/cost a:~ total raw ::aterial (a.t ~rent 

prices). 

G ~~et revenue/value of output (both at current market prices). 

The value of these indicators is given L'1 iable 6. Table 2 0 gives the 

inter-industry correl~tion matrix. The following relationships ought to be 

noted.: 

1. There is a significant positive correlation between the industrial 

cost indicator and the raw material i:nports to value added ratio and. 

a significant negative correlation between the i:l!iustrial cost ratio 

on the one hand and the val~e added upon employment and the r~w material 

import ratio on the other. It would appear that the labour-intensive, 

generally small-and medium-s~zed have high industrial cost. The somewhat 

analogous positive correlation between industrial cost a."Jd imports as a 

proportion of value added would be easily explained by the low levels of 

value added generated by these enterprises. The larger fir.ns with higher 

levels of labour-prt>ductivity have lower unit industrial cost. 

2. The investment ratios are positively associated with the raw material 

il:lport/value added ratios in particular with Indicator?. There is also 

a positive association between the in-rest::ient indicators and the industrial 

cost indicator. Interestingly there is no strong relationship between the 

investment ratios and the value added/employment ratio. Thus, there does 

not appear to be any significant difference in the i!lVestment structure 

of the capital-intensive firms and the small- and medium-sized ones. 

Investment rati.os ma/ be more directl.·: related to the firm's needs for 

imports than to its overall capital inten::>ity. 

3. 'The value added/employment ratio (which may be taken as a proxy for 

labour productivity) has a very high correlation 0.~89 \iith the output/ 

employment ratio shown in Table 21 and is negatively correlated with the 

industrial cost ratio and signficantly positively correlated with the 

imported raw material/total raw material ratio and the net revenue ratio. 

The mesnage here seems to be quite clear . .?irms with relatively high 

labour productivity have relatively high net revenue ratios, 'iigh raw 

materia:L import input content and rela.t i vely low industrial cost. 'Ihat is 

to say, it is the modern large-acale sector firms which have high import 

I 

I 



Table 20. Inter-industr1 Correlation Matrix Jordan, 1972 

A Industrial cost/output 

U Haw material imports/value added 

C InveLltment/value added 

D Inveutment/output 

:·; Va 1 ue ad1iod/einplo,yment 

l" Imported l'aw material/total raw material 

Li tlet revenue/value of output 

A 

l 

D c D !!-: I" 
a/- ------ ---~a/ - - -- ~ -- -- --~ ~ ~8.7 

0.261- 0.1~ -O.OJl3 -0.423 -0.2HP 

l 0.481.!Y' o.1ss!!f 0.009 o.66~ 
1 o. 924!!:.I -0 .075 o. 380.!Y' 

1 0.038 o. 30~/ 
1 0.211.!Y' 

1 

~/ Statistically sienificant at 5 per cent confidence level. 

~H>Urce: 'l'able t~ 

G 

-0. l'J(J~ 
-0 .014 

-0 .04'1 

c1 .cn1 
(). \ 30':!1 

--{). () 1'1 

Vl 
\11 
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i!'lput contar:t, hi¢ ;irofit ra"t:?s and :I.cw i!"'.dust:=-ial ~ost ratios. ?ir:ns 

with low labour productivity ratios (i.e. fir:is in the sma.11-sc~le 

.i.ndustrial sector) have low net retu.rns a.r..d. hi5!1 L"'ldustria.l cost. 

4. The net :t-eturru; ratio is positivel7 correlated with the labour productivit~r 

ratio and negatively correlated with the industrial cost ratio. It has no 

significant relationship with the i.:westment/output ratio or any other 

ind.icato""'." in Table 2C. Once a.gain, the general finding seems to be that 

firms within the modern sector are relativel:r more lLlcely to earn high 

returns, whereas the net returns of the traditiorl;J.1 small- and medium­

sector firms are likely to be more moderate. 

). In general, the information in Table 20 seems to distinguish clearly between 

the economic performance of the modern and the traditional sectors of the 

Jordanian ind.ustr~'· The former consists of firms with higher labour 

productivity, higher net returns, higher import content and lower industrial 

cost. The small sector firms have lower profit, lower raw material import 

content and higher industrial cost. The combination of nigher import content 

and lower industrial cost for the modern sector seems to suggest that Govern­

ment policy has a large role in determining the higher net returns on this 

sector. It is well known that a Ve'I"J' large proportion of industrial rGw 

material imports are in effect subsiQized in Jordan through the Government's 

licensing polic.y and its commitment t maintain a rela.ti,rely over-valued 

exchange rate. Si:nilarl.:r there is also a polic · of industrial ,;:iricir-s and 

of grantL~g of tax reliefs. holidays, etc., which would tend to suggest 

that the net returns of the modern sector are maintai~ed at a high level 

and industrial costs are held low. It has unfortunatel,y not been possible 

to calculate effective rates of protection for the different groups of 

Jordanian ind\•.stry and to quantify the difference that Governmant 

policy makes to intra-irAdustrial cost and productivity structure. 

A cal~lation of these should be given priority for it will help us to 

determine the true difrerence in the performance of the large- and 

small-scale industries. 

A final point that ought to be made is that despite differer~ces in 

cost structures and in net returns, investment behaviour (~s meas~~ed by 

indicators in ~~ole 20) did not seem to vary significantly ~etween the 
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different sectors of the Jordanian ecor.omy. 

The CES production function for the Jordanian manufacturing sector 

Arrow, Chenery, Minhas and Solow in their Review of Economics and 

Statistics article ( 1961) derived the Constant Elasticity of Production 

FUnction, which ~ be writter. as 

( 1 ) 

uhere Y, K and L stand respectively for the actual values of output, th~ 

actual valuP of capital inputs measured in money terms at constant ,rices 

and the inputs of labour measured in number of men employed. The function 

'\Ssumes cor.stant returns to scale and thr~ technology embodied in it is 

measured by three parameters which are assumed to be constant: A, the 

"efficiency parameter", measures the volume of output obtained from given 

quantities of inputs; D is a measure of the capital intensity of the techno­

logy and shows the distribution of income between capital and labour; P is 

the substitution parameter. The elasticity of factor substitution equals 

1 I( 1+P). 

A time series estimate of the CES can be derived and gives useful in­

sights into changes in production technology, but we could not use it due to 

the lack of data on wages per worker in different groups of industries. 

7:;i., I 
A cross section estimate of •he CES production function was obtained J.J.::!' 

for 28 Jordanian industries for which data on output, employment and wages are 

obtainable from Miner and Associates (Vol. 1-3). The results are summarized 

in Table 21. 

Table 21. Cross Section 8stiiua.te of the Elasticity of Su'ostitution 
in 2., Jordanian Industries, 1972 

Industries ~lasticity of Sta:id.a~ 
_2 

error , 

Suoztituti':m 

Consumer .~oods l..150 c.67 = . ..:. ) 
Inte r:necL.J. te goods 1. 573 (, • ..:.2 J.63 

Ganital goorls ~. 376 0. 5) c .. : ) 
T0tal 1. 36o ; .1006 \ . ' . 

'..I.'- --

3ou'!:"~e: ::.iner A::;3or., Industr1a~ :-:evebo01ent 0f .T0rdai1 :'.)r TTI:O, .. L'lr.ex, 

I 
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T:ie ;\2 are not ;ia.rticularl:· !J.igh. This is ;a.rtiall.y e:c;Jlained. 

!'la!"::-O'li rar~ o: ·rariatior.s ir. wage rates. This lea.is to relati,re2..:' hig!: 

standard. errors, but is not the source of oias i!'l the elasticit; of suo­

stitution co-effienct. 

The estimates of the elasticity of substitution range from 1.15 for the 

consumer goods industries to 1.57 for intermediate gcods industries. An F-test 

revealed that the regression co-efficients are significantly different from 

zero at a one-per-cent level of confidence. The estimate of elasticity of 

substitution for the consumer goods industrie~; is not, however, significantly 

different from l at a 10 per cent level of confidence. 

It is generally expected that industries with higher elasticities of 

substitution would record larger increases in their capital-labour ratio 

and would therefore achieve larger tha.n average increases i!'l their labour 

productivity. On the other hand, industries which have low substitution 

elasticities are e~ected to have low rates of increase in labour pro­

ductivity. We tested this by comparing rates of growth of la'tour ?ro­

ductivi~y across Jordanian L~dustries with their substitutian elasticities. 

Table 22 shows that there is a clear association. Ab~~~ average increases i!'l 

labour productivity were found wtere elasticity of substitution between 

capital and labour was highest. This particularly true of industries in the 

intermediate goods sactor where both the elasticity of suostitution and the 

growth of labour productivity is higher than in the other two sub-sectors 

of Jordanian industry. Abilit7 to substitute capital for labour was thus 

an important factor behind the increase in productivity in Jordan. 

Table 22. Cornnarison cf Zlasticit·r of Substitution 3stirna.tes and Rate of 
Growth of Labour Productivity in Jor:ianian I!ld.ustries 

L>ldustr7 

Consu..":ler good::; 

Inter!':',ediate .~ood:;; 

Ca!')ital goods 

Slasticit.y 
St:bsti tution 

l.15 

l.. ~7 :3 

Rate of ?roductivit i growtn 
l?65-117L~ annual average ((:) 

).16 
? " ?<; _'J.4-_,, 

Source: Table 21; Azar, Lona-ter.n ?ros.1ects l)f Industrial ~e,re l'.H:iment In 
Jordan, Statistical Annex. 

I 
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A more detailed picture of the pattern of industrial growth in Jordan 

m~ be obtained by attempting to estimate "sources" of industrial expansion 

in accordance with the method first presented by Chenery ("Patterns of 

Industrial Growth", American Economic Review, 1960) and develcped by Lewis 

and Soligo ("Growth and Structural ~ in Pakistan's Manufacturing 

Sector", Pakistan Development Review, 1965) and Ahmad ("Import Substitution 

and Structural Change in Indian Manufacturing Industry, 1950-1966 11 , Journal 

of Development Studies, 1968). This method separates changes in domestic 

production of a commodity according to the use for the satisfaction of 

which this increased production is deployed; for satisfying increased 

domestic demand, an increc..se in exports or an increase in the substitution 

of imports by domestic suply. This separation of increase of domestic 

output by its "source" is made possible by the application of the formula 

(2) b.X,.. M1 .:.(D + W) + M1 .C.E + (~ - M
1

) z
2 

Wh~re x a domestic pr.eduction 

D 2 final domestic demand 

W .. intermediate demand 

E • export demand 

Z .. total supply • X + imports 

M1- x, /z, and 

M22 ~/z2 (i.e. M is the ratio of domestic production to total 
supply) 

Application of (2) allows us to separate increase in domestic output 

in an industry on the basis of (a) an expansion vf domestic demand ,.. M 1 ~(D+W) 
(b) an expansion in export • M

1 
LE and ( c) an expansion in import replace­

ment (M2 - M
1

)z2 . 

Equation 2 was used to separate components of expansion of domestic 

production in 19 Jordanian industries on the basis of data provided by Azar 

(Long-term Prospects of Industrial Developmc1t in Jordan, Statistical 

Appt:ndix, Table 12). By aggregating our findings, i.e. by applying 

( 3) ::.1IS"' ::~x. =>~Ml. ~(D. + w.) + ~:~l . .'..E. + [(r~2· - Ml. )22. 
l l l l 11 l l l 

Where ~IS • change in output of the wh~le i~dustrial sector. 

to the industrial sector, we can estimate the importance of these three 

sources of Jordanian indust~ial sector as a whole as well as for its major 

subsectors (i.e. consumption, 111vestment and intermediate goods industries). 
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Table 23 gives the re~~lt of applying expression (2) to Jordanian· 

industrial data. Table 24 SU!Ilmarizes the main results by applying e:rpt"ession 

(3) to the major sub-sectors of Jordanian manufacturing. 

T~e :ollowL"lg features characteristic of the growth of the Jordaniar. 

::.anufacturing sector er:i.erge from an examination of Table 23 and 2L. 

1. There have been significant changes in the ma.in "sources" of industrial 

growth during these three periods. In the first period expansion of 

domestic demand ar.ci import substitution were equally important sources 

of growth - the latter for investment goods and the former for the 

consumer a.nd. inter.nedia,te goods sector. In the second. period the main 

source of growth in the manufacturing sector was import suostit:ition, 

particularly in the capital goods sector. In the third ?eriod import 

substitution :na.de no contribution to I:lal'lUfacturir..g growth whatsoever 

and the ma.in source of growth was expansion in domestic demand. 

2. Exports have not been a major source of output growth in any of the three 

periods. In the first period, the:r were pa..-rticularly insignificant but 

their importance as a growth source has risen over time. Szpo!'t g:-owth 

seems to be a.n importa."lt factor inf_luenci~ growth in the intermediate 

and investillent goods industries. In these i!ld.ustri~s as well as in the 

consumer goods sector expansion of domestic iemand is the most i:nportant 

source of output growth. Rapid g!"Owth of G::P, accelerated in particular 

b.v large ir.flow of worker .r:emittances from the Gu:!.f S<;ates, has stimulated 

industrial growth. very significantly. Tue ur~ga.tive contribution of domestic 

iemand. in the investment goods sector in the period 1365-197G ~;; be ~;;:­

plained with reference to the fact that the 1367 'dar and the subsequent 

civil unrest had led to a considerable reluctance in setting up new ?lants, 

building of new houses, factories, etc. The reconstruction really got W1der 

wa: in the Three-Year Plan period and in that Cle:riod t~e contri"oution 

of domestic demand expansion to growth in th~ invest~ent industries was 

verJ nigh. 

3. The high level of i:nport suost: tut ion in the capital goois i!'ldustries 

in the first two ;>e!'iocls is par~ia.ll:r ·he to tiC? l}o,1er~er.t's lare;::e 

concession granted, in tie :0r-1 0f ta:c relief, su".Jsi:ii:i:i:::: o~· i::-.'.)orts, etc., 

to i:west.;-;ent in ti:is sector. :: urir.'3." :::e 3ever.-·{ea.r :''.an ar.i t>.e ":'~ir"i-·:'ear 

Plan, :;ublic irwest;ner!t ;,as also channelle'1 towar-:!s t!".e ::ii::en.l resource-

·JaseC. irtlustrie::;, t!lus c~atin€ f;_ir"ther i~~etus for ~i .. 1i!1.g concessiar. 4;r:> 

I 
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1900-1965 1965-1970 1970-1975 

A n c Total A B G 'l1otal A B c 
----------·------------- ----------· 

3,302.2 

i.12.6 

3fl2.l 

30£3. 7 

421.4 

35.7 
251) .0 

1,347.9 
IH .4 

333.5 
306.5 

-209 .o 
627 .o 
350.5 

- 21.3 
20.7 

202.7 

319.7 

140.4 2,J0'/.'1 

21.'1 

30 i. n - 113 . ·1 

5,7)0 1,315.2 
170 15.1 

5'/0 - 370.1 
- 0.2 
12.0 

0.5 
17.2 

- 0.7 
4.2 

4.5 

12,715.0 1,523 - 2?4.6 

36~.7 Co3 -64.2 
592.B 620 -291.4 

173.0 445 -242.l 
07.8 1,435 46.9 

116.3 202 ~~~7 

7.1 1,161.4 

4,639.0 
0.4 - 223.5 

330 l~tl .o 
1,415 440.9 

4,639 -631.4 

- 244 +.11.5 

--33. 3 990.1 
9.6 - 27.7 

73.1 - 20.2 
36.0 - 83.2 

2.5 -487.2 
-3.0 - 78.6 

0.8 - 19.7 

- 2.4 
17.9 

- 5.8 

- 0.5 
137-3 

2 t 27 2 13 t 215 . 6 
- 3 1,272.0 

- 333 llf.\6.8 

- 341 

- 549 
- 3·13 

- 253 

44 
102 

319 

1,946.0 

2, 760.9 
510.0 

372.0 

003.3 

903.7 
514.0 

65.8 llJ.3 620 2,583.0 

-~4.4 -937 .6 -1, 623-513,121. ., 

36.5 25 192.6 

46.4 425.3 l,OC)9-1,216.) 186.8 -599.5 -1,629 676.1 

11,334.1 0.1 1,229.4 

2.4 

1.3 

- 73.6 

40 i .9 
211t. 3 

-1nn.9 

l,5Do 967.3 0.2 2,146.5 3,114 

- 95 44.2 - -42.2 2 
50CJ 12.3 36.6 213.1 262 

487 163.2 - 15.8 179 
132 410.3 -6.2 -120.1 2B~ 

402.2 

3,006.4 

5·, 690. 2 

- -12.2 

3aG.2 
187.4 
191.2 

137-5 
279.0 
219.6 

lOll.5 

15.0 

57.7 
6.0 

767.5 

144.0 

0.7 

053.2 
306.7 

-20.0 

2.4 

-D, L ~ 2. '/ 

496.0 
1112. l. 

360. ~, 

-1, 243.~1 

1'(0 .ll 

- ·1ni. ·;· 

- 290.) 

22.0 

-2, a6n. ~· 
-'1, ·1m. ~\ 
- 211.) 

-1, tJ r>. J 
-10,120.(1 
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5,41'.).j' 
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( ~e"CC"'• ~ -n;' :- - ...... _ .... 

Percenta~e ~f total ~rowt~ 
d.ue t c 

196C-1965: 

Consumer .q:-0cds industries 

Internediate '!'OOds industries 

I:west:nent c;oods i!l.dt:.stries 

1965-1970: 

Co~sumer ~cods industries 

Inter~edia.te .:roods industries 

Invest~ent q-eods industries 

1970-1975: 
Cor...::n:.mer -';OOds i ::d.'.lstri es 

Int~r~ediate ~cods industries 

Invest~ent ~~eds ir.dustries 

Source: ~ae Table 23. 

Dor!testic ie~d 

54.69 

52.36 

14.26 

22.c6 

83.39 
-211.oi 

165.51 
226.21 

185. 77 

Export "'rcwth 

4.15 

0.91 

0.62 

19 .06 

4.98 

55.58 

l0.95 

45.49 
7.05 

Ii!!por~ 

subs ti t1_ ti ~r. 

41.14 

45.47 
85.11 

58.84 
11.61 

249.63 

- 76.47 

-171. 71 

- 92.93 

the consumer goods sector has oeen relati~1ely lower precisely ~eca.use 

public investment (and involvement of other sorts) has been slight. 

Therefore, one would expect tha.t in,uts L~to this sector a.re less 

subsidized than inputs into the investmer.t goods sector. Also, the public 

sector is not likely to be a major ~u;:re~ of the output of consUDer goods 

indust:ies. For both these reasons, competit:on between domestically 

produced consumder goods and consumer goods imported is li:.cely to be still. 

Statements of this t·."Pe a.re at present in the nature of generalizations 

because of the la.ck of firm evidence about the p~ttern of Gover!'l!Ilent 

support to different groups of ;nanufacturing industries. Such information 

could be :na.d.e available b~.· calculating effective rates of protection for 

Jordan's industri<!s. 

J.. The ne.;a.ti·1e ~ont::-ibution of i.:lpOrt suostituti0!'1 :.'.) :r.anu:~n.cturin.:; t)Utnut 

.:5!'at·rth in dl -5roups of i:-idustries iurir..; t~e ;:ieriod l)?G-l ?75 is e:x­

:;lained -:J~· the massive i!1C~ase i!'1 i::10ort ·lema.r.i ;";e!'1erated. ·.-1it:1'.:1 t!1e 

I 
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Joriar:i3.n econo~:;" in response, fi~t of all, to recor.st:"..lction after 

the June :-lar and the 197C civilian clashes and., secor.d.ly, in response 

to the massive inflow of oil money on the one band, an:i remittances fron 

Jordanians on the other. Both of these factors were of less significance 

during the 196J 's. It was in the wake of the oil boom that Jor:ianian workers 

started to be recruited in large llllI!lbers (in the 196o 's unemployment in 

Jordan had been in the ra.te of 7-8 per cent, today it is less than 2 ~er 

cent of the labour force) by the Gulf entreprF:neurs. Similarl:r is was 

only after petro-funds bed.ame readily available (i.e after the 1973 oil 

price hikes) that Arab public sector investment in Jordan became such a 

~.ajar factor. With a high propensity to import, the availability of foreign 

exchange a.nd. til.e unc!.ertaking of an a.cbitious development progra.ll!I!1e in­

evitably meant a reduction in the proportion of dom~stically produced good~ 

to total supply in all groups of industries. The reduction of import 

substitution as a contribution to out9ut growth in the manufacturi.~ sector 

reflected not a sudden reduction in the "efficiency'' of domestic production 

of these goods but rather the easier availability of foreign exchange re­

sources. Had these foreign exchange resour.;es not been ma.de availaole, 

import substitution, particularl:r in the mineral-based industries, wouli 

have probably continued. 

5. A serious attempt to reduce the trade deficit will undoubtedl./ lead to 

the creation of capacity for import substitution within the Jordanian 

manufacturing sector. Given existing GoveI"?"...oent policies, import suostitution 

capacit,y is likely to emerge in the non-consumer goods sector. 1-.. recer.t stud/ 

b:· the Jordanian Ro~:al Scientific Societ:1~~gues that import substitution 

possibilities exist in industries producing electricity, gas and liquid 

meters, lamp and lighting fittings, tubes, pipes and their fittings, taps, 

valves and corkscrews, bolts, nuts, nails and snrings}9c,
1 

If Government 

policy were to oecome more favourable for the developr:-.ent of lig!'l.t industr · 

import substitution possiailities wouli in all proba~ility emerge within 

consu .. ".'ler goods r.lanufacturing branches as well. Howeva::-, i:nport sujstitu"tion 

created d.e liberate.l::r b.:r l}overnnent protectionist poli~:r '.::~ates a.r. industria.'.. 

structure characterized by inefficiency and industries developed in such 

a manner take a considerable time period before they can sign~ficantly 

penetrate expnrt markets. If export expansion is envisaged within the 

context of a Common Market - the Arab Common Market has not borne much 

fruit, but the integration with Syria and the possibilities of co-operation 

I 



with I!-a.q are much more s ignif ican: ieve lopmer:.t s - the::-e need oe r.ct 

ccntrcdicticns between achieving an expansiJn in oath export demand 

and in import substitution within the same branches and sectors of 

Jordanian manufacturing. In other words, given the fact that in the 

immediate future Government policy will be an important determi_:aant 

of where import substitution capacity will emerge, it is important 

to re7iew the system of industrial production and incentives with a 

view to regional harmonization so that tod~y's inefficient L~d~=~ries 

which substitute imports mainly because of Government support and 

protection become capable, due to the existence of the opportunities 

and challenges of a large regional market, to outgrew their inefficiency 

and become strong international competitive in the not too distan~ 

future. 
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CHAnR !..V 

L'IDUS'IRIAL IEVELOP~m POLI CY 

Constraints and objectives 

Jordan's industrial development is constrained by a number of factors, 

some of the most important a.re listed below. 

1. Jordan has a relatively narrow res~urce base and the development of 

a diversif:ed industrial and manufacturing structure requires the 

easy availability of a wide range of resources. Jordan's comparative 

advantage lies in the development of mineral processing industries 

- a comparative advantage whjch she is whol~heartedly seeking to 

exploit, but due to the wide variations in the price of minerals 

- and indeed the secular decline i.r. the terns of trade of primary 

products - investment from priv:i.te sou=ces is not easy to procure. 

Moreover, multinationals prefer to locate processing units in 

developed market economies for a host cf reasons. Tiius, mineral 

based processing industrie3 have to rely heavily on the mobilization 

of public investment funds. Jordan has clearly realized that despite 

her commitment to "laissez-faire" a resource based industrialization 

strategy must mean an expansio~ of the state as a source of industrial 

investment. However, the rapid growth of defense and social service 

expenditure constitute a strong barrier in the w~ of rapid expansion 

of government industrial investment. 

2. The Jordanian Government's defense and social services commitments 

have been increasing due to the political uncertainties and crises 

of the Middle East. Since independence Jordan has fought three 

wars and been the theatre of a full scale civil conflict in 1970. 

It has had to absorb hundrends of thousands of destitute refugees and 

to readjust its economic and social life after losing its most fertile 

and productive province which has been under Israeli occupation since 

1967. The fact that after each repeated shock the economy has been 
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able to recover and recoup the lost ground and surpass former 

levels of growth is proof of its inherent resilience. But 

the fact that Jordan has had to face so many shocks and 

catastrophies has 1leant that economic growth has been •rery 

uneven in most sectors. Peaks and thrcughs have been usually 

steep. Attempts at rationalizing production processes within 

the industrial sector o~ at harmonizing various aspects of state 

industrial policy have not borne fruit sometimes because of 

unprecedent or unforeseeable developments. 

). One of the unprecedented - though perhaps not unforeseeable -

developments has been the a.stoundingly rapid expansion of 

economic activity in the oil rich states of the Middle East. 

This expansion in construction, conunerce and service industries 

in Saudi Ara.bia and the Gulf States has affected the Jordanian 

economy by inducing a large number of skilled and unskilled 

workers (including technicians and management persorme ... ) to 

emigrate. 1abour and skill bottlenecks have developed within 

the Jordanian industrial sector and the Goveniriient has felt 

obliged to adopt an industri.alization strategy which encourages 

the deploymen~ of capital-intensive techniques of productic~. 

This accentuates the dualistic tendencies of the economy widening 

the gap between the skilled and unskilled labour force on the 

one hand, and, on the other, it threatens to increase the 

vulnerability of the Jordanian economy to external developments. 

Employment of a relatively capital-intensive technology 

necessitates a search for export markets for the de11elopment 

of heavy industrial complexes does not generate high levels of 

domestic demand. Secondly, this type of investment requires 

large inputs of foreign technology and capital imports - areas 

in which effective import substituticn possibilities simply do 

~ot exist for the vast majority of developing countries including 

Jordan. A capital-intensive mineral resource based industrial­

ization strategy tends to increase the "openness" of the Jordanian 

economy. 
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4. The "openness" of the Jordanian economy constitutes both 

a challenge and an opportunity to Jordanian industrial 

plar..01ers. It is an opportunity in that it allows Jordan to 

gear its industrial development to a far bigr.r market than 

the national economy of two million Jordanians could provide. 

But it is a challenge in that the ever-growing deficits on 

the current account of Jordin's balance of payments makes 

its Government more and more dependent on the availability 

of foreign budgetary support and foreign pllblic investment 

for the undertaking and sustainment of industrial development 

programmes. Some of the de!.c:13' in project implementation during 

the Five-Year Plan period has been specifically due to problems 

related to the obtaining of firm foreign investment commitments. 

In order to red~ce economic dependence the only realistic 

alternative open to Jordan is to aim consciously at the develop­

ment of a regioru..l industrial structure in which the resource 

pot~ntial of the different nations a.re developed in accordance 

with a strategy which seeks integration through exploiting 

the possibilities of regional sectoral linkages and the 

explicit fostering of structural complimentary within the region. 

Jordan's cc:nmitment to economic co-operation with Syria and Syria.;s 

extended programme of economic integration with Iraq p~~~ides 

a useful opport1mity for constructing i?:~':.4atr1a.l complimentarity 

in the &conomic struct1!!'~d of these countries. 

5. Emphasizing region.u integration will allow Jordan to deal 

effectively with another important constraint on its industrial 

development: the problem of organizing the traditional manufactur­

ing sector. As we noted earlier, almost 90 per cent of the •otal 

number of Jordanian industrial establishments are within this 

sector. These provide an important source for developi~g back­

ward a.i.1.d forward linkages between the urban and rural sector 

and for the employment of rural migrants. An eApansi~n of the 

medium-sized establishments at the cost of the traditional 

industrial sector will mean a.~ accentuation of dualistic tenden­

cies within the economy and an ever increasing flow of 
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migrants to the oil states. '!"hus, Jordan will deprive itself of an 

important source of entrepreneurial skill. There is ample :s~ "pe fuJ.· 

the existence of a labour-intensive import substituting industrial 

sub~ector and its e:cistence need pose no threat to ;,,rdan 's regional 

partners for jts imports originate mainly in the Western countries. 

'The abil.i.ty to identify import substitution potential and to exploit 

it through the use of a labour-interu:iive technology may allow Jordan 

to come to grips with the problem of imbalance in the inter-regional and 

intra-personal distribution of inc.)me and wealth; a problem that is 

likely to ~·c....., in economic significance and in political salience now 

thc..t inflation pressure is high and standards o_· living of the low 

)ncome groups are falling. The protection of the informal industrial 

sector is an irrlportant mean for protecting the jobs and incomes of 

these people a.. well as a mean for reducing Jordan's enormous import 

bill. 

The relative importance that Government a.scribes to these constraints 

an industrial development can be read from the objectives that underline 

its industrial investment programme in the Five-Year Plan. These objectives 

are: 

"(a) Increase income from this sector from JD 45 million 

in 1975 to JD 144 million in 1980 or at an annual 

average rate of 26.2 per cent; 

(b) Achieve a better ~ographical distribution of new 

industries sites ••. Selected locations will be pro­

vided with better infrastructural facilities in 

order to attract industries to these regions. In 

addition, existing industries will be relocated within 

industrial zones i.n accordance with local town 

planning requirements; 

(c) Develop the activities of mining and industry through 

the following measures: 

(i) Process local raw material into finished 

products whenever economically feasible 

and export raw material which cannot be 

processed locally; 
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(ii) Establish and develop food industries with 

particular emphasis on the processing of 

local agri'=U.ltural products; 

(iii) Establish new processing industries and. 

expand existing ones with a view to producing 

import subsituting consumer and intermediate 

goods as well as export-oriented commodities. 

(d) Achieve a greater degree of integration and interaction among 

local industries within the sector and between the industry 

and mining sector and other economic sectors such as 

agri~.il.ture and construction; 

( e) Achieve a higher degree of Arab industrial co-ordination 

and ••• co-ordinating ••• their iong-term strategy of 

industrial development; 

( f) 

(g) 

Increase domestic exports of mining and industrial pre.ducts 

from JD 33 million in 1975 to JD 150 million in 19SJ; 

Continue gE'ological studies on prospective raw materials 

••. and eff.,ri:s on oil explcrat ion." 79d' 

It is obvious that the Government is articulating a resource-based, 

export-oriented industrialization strategy. Crucial to the success o~ such 

a strategy is the accurate identification of a country's potential comparative 

advantage and its ability to influence the policies of major producers, 

traders and consumers in the world (or regional) markets of these industries. 

An assessment of a country's capabilities in these two areas must be based 

upon its ability tc increase the investment flows to the potentially 

competitive sectors and increase its ability to influence production and 

trade policies within these sectors. In the next two sub-sections are out­

lined the macro-economic framework within which industrial development has 

been planned ::i.:.1d the institutional framework that has evolved as a media 

for the articulation of industrial development policies. This will enable 

us in the final sectfon of this study to assess the prospects for Jordanian 

industrialization and to suggest a role which !JNIDO can play in the industrial 

d~velopment of this country. 

' 
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Planning industrialization 

The Joria.nian Governraent !D.s been involved in industrialization 

progi 1.nmes in a formal w~y since 1352 when the !-linistry of Pla..'1...'ling was 

established. Its first major venture in this field was the decision to 

co-operate with a group of Jordanian merchants in the establishment of 

a mediWii-sized cement plant. The Government contributed 49.5 per cent 

of the share capital of this company. In 1956 a petroleum refinery was 

e~tablished with the Governiilent ecp.;.ity participation being 16 per cent. 

The Govern:nent emphasized the role of t~e private sector ~s the main 

agent of industrial development a.nri. was willing to give substantial 

~oncessions for the establishment of large-scale modern industrial enter­

prises. Thefe con~~ssions included protection of infant industries throwr~ 

the levying of import duties, quantitative restrictions, domestic tax 

exemptions {usually granted. for a period of four _-ears) and duty-free 

import of required capital equipment and raw material for these industries. 

The ''Industry Section" of the Ministry of Planning also conducted a series 

of feasibility studies for :najor industrial projects. Finally, it was during 

this period that the Law for Encour-c-gement and Guidance of Industry and. the 

Law for Encouragement of Foreign Investment were adopted in 1955. 

In 1)62 the: First National Economic Plan w:a.s ina.uguratei. Bo 
1 

The Plan 

envisage~ the granting of liberal concessiJns to the private sector, which 

was seen as the main motive force behind industrial develop~ent. ~uring 

this period the Law for the Encouragement of Foreign Investment bore fI"~it 

in the shape of substantial investnient b - Amstel ari.d. Henninger 3eer, Heild 

Brothers of aiglan~ and Animal Field with Profir.a. The public sector's 

role was limited to equity participation in large-scale joint ventures 

and the conducting of feasibility studies. An Industrial Development Centre 

was 1~stablished - mainly staffed b-- m;r~ and ILO - and it conducted courses 

in business :nanagement, industrial accounting, time and motion studies, 

etc. In 1}65 the JoI"ian Industrial ~evelopment 3ank was estaJlished with 

the ~JUI";)ose .;f proviriing mediu.'il- an·i long-tem loar.s to ;Jri,1ate i:'.ld.ust rial 

er.tern. _ses and. also to underta~e e::r'J.ity 'Jarti:::i'.1a.ticn •-rhere al'.l~roririai::~. 

In :'..Y)7 ar. :!:ncou~ement of Investme:i.t Law was a.d.o!')ted.. T!'lis reolaced the 

1.]55 lei:;is:'..ation. "This new ler.islation g-""ve ;;,ore €'en~rous exe::mtbns 

a.r.d. ::;ro·1iied for the e:cpatria.tion 0f :Oni,;;?1 in·1~st:::.er.t •.•• (It e:cte!1l(e1) 

I 

~ 
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t!:ese can attra~t :~orei.g?1 invest::r:.ent which the l.)55 leg-islation :'ailei 

to achieve.''~/ The First Plan period. also saw the establishmer.t of a 

Standarls Bu.reau within the :>~inistry of !rational ~conomy and the elevation 

of the fodustrial Section within the Ministry to a DirectoratE= level. 

In the aftermath of the June War industrial development was signi­

ficantly affected.. In 1967 labour migration started on a large scale and 

skilled shortages started to emerge as major constraints on Jordan's 

in:lustrial development. This was coupled with a crisis of confidence in 

the national economy due to the large-scale influx of the Palestinian re­

fugees, the occupation of the West Bank and. the dome~tic dislocations 

generated by the War. The Government estimated that total loss in the 

industrial sector during the period 1967-1970 amounted to JD 2 million.5
2

/ 

During this period the Government concentrated its e~forts on restoring 

the infrastructure am the productive capaci t:r that had. been destroyed. 

In 1973 the Three-Year Development P 1 an was inaugurated. Smpha.sis 

was placed on the execution of industrial projects, the feasibility reports 

for which !lad already oeen prepared in the preceeding periods. The bulk of 

the investment in the mining and manufacturing was expected to originate 

in the private sector ani high levels of concession were granted. The resconse 

of the private sector was encouraging and industrial production grew rapidly, 

but rapid increases in the prices of imported raw materials and. capital 

equipment coupled with a significant rise in industrial wage rates created 

problems. The Governr.:ent was particularly concer!'led during this period with 

reducing the level of underutilization of capacity which r ;ed. between 

25 and 35 per cent of installed machinery in 1971 §11 and with creating 

9, 000 new job opportunities in industr1 iuring t> ~ period.~ Sr..pnasis was 

also placed on the rapid expansion of industrial exports. 

In order to achieve these objectives tn3 Go·,,~rnrnent set up an Industrial 

Jevelooment Corporation in 1)7 3 with a ·1iew to e:cpediting industrialization 

activities within the Kingdcr.i. !'.; amende· the i167 :'.:ncou:-a;:;e:ne!.'1"': .:if 

briustry L..aw of 1)67 to provi.ie adlltio:ia.l :~acilities ar.d, e:·er.:O)tiJ;.s t.J 

?r1·1ate sactor investors. It ·,1a; :!esL'.!"!ed to er.coura1e i;:-:e esta0:..is:"..':ier.t 
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a.::-ea. The Goverru=ent a::..so reviewed. the existi!lg licensing S/sten •,:i th 

the intention of providing incentives for the u.~derta..~ing of industrial 

feasioility stud.ies by the private sector, an::!. the avoidance of 'iuplication 

of investment in cases where the demand did not justify such proliferation 

of industrial enterprises. The new industrial licensir.g s.ystem aids the 

merger of sma.11 industrial enterprises am the adoption of production and 

management techniques which could enhance labour productivity within the 

industrial sector. 

In the Five-Year Plan period (1976-198o) ~ome of these features of 

the industrial licensing system have been modified: in particular, the 

Government has considerably relaxed its prohibition re,a.ard.ing duplication 

of irui".istrial investment. In the first -.-ear of the Plan, the number of 

mediun:-sized establishments given establishment licences increased. by 

142 per c~nt. ~This relaxation has been described as a "dramatic change 

in Goverm:ient industrialization policy (which has) ••• given the industrial 

sector new momentum a.~ a competitive spirit unprecedented in the history 

of industrialization of Jordan". 86 /Tariff rates on imported industrial 

raw materials have been lowered in 1977. Industries established with the 

explicit intention of exploiting export ma.r~ets have been automatically 

granted licenses an:i new legislation for attracting foreign investment is 

envisaged. The specific measures ta.ken for the encouragement and re­

organization of industr/ during the 1976-ljBo period are summarized below: 

1. Confine the functions of the Natural Resource Authority 

to the exploration of mineral deposits, oil, n~tural gas 

and water; conducing related research and preliminary 

technical studies to determine exploitation possiblities; 

and design and implementation of irrigation projects in 

the high lands; 

2. Establish, within the Natural Resources Authority, a 

specialized technical division to explore for oil a.~d 

natural gas; 

J. Establish a corrunittee to re-examine the customs tariff 

structure with a view to making it more conducive to the 

establishment of local industries, through the exemption 
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of primary raw materials from custom duties. This is 

designed to put local production on an equal fol"lting with 

similar industrial products imported from countries which 

enjoy special e:mmptions either by virtue of economic 

agreements or of the provisions of the Arab Comnon Market; 

4. Provide incentives to export-oriented industries. Such 

incentives would call for simplifying procedures for 

temporary entry of raw materials and for permitting rebates 

proportionate to exports, calculated on the basis of a 

formula developed for each industry; 

5. Demarcate industrial estates and zones in each of Amman, 

Zarga, Irbid, Salt, Aqaba and otherregions, and provide 

these regions with electricity, water and other infrastruc­

tural facilities, including housing. Special exemptions will 

be given to indllt,·i;ries which move into such zones; 

6. Modify industrial licensing procedures in order to allow 

industries to be established regardless of duplication; 

license industries involving less than JD 25 thousand 

in machinery without requiring feasibility studies and 

simplify licensing procedures and requirements; 

7. Continue the Government practice of taking initiative in 

regard to the setting-up of productive projects in various 

fields and participation in their capital; 

8. Enforce standard specificaticas and control procedures with 

regard to national industrial products; 

9. Modify the Encouragerent of Investment Law No. 53 of 1972 

with a view to: 

(a) Providing additional incentives to export-oriented 

projects; 

(b) Permitting individual foreign investors to establish 

ir.dustrial export-oriented projects either on their 

own or through unlimited participation with local 

c::i.pital; 
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(c) Providing additional privileges and incentives to 

industries which produce primary andlor intermediate 

products for use in existing industries; 

( d) Giving greater incentives to public share-holding 

companies; 

10. Review the role of the Industrial Development nank with a 

view to enhancing its effectiveness in industrial develop­

ment; 

11. Augment the staff of the Amman Chamber of Industry so as 

to enable it to answer inquiries related to industrial 

investments; 

12. Set up a vocational and handicraft tra~ing fund, and 

encourage the establishment of co~perative societies 

for handicraftsmen with a view to enabling them to obtain 

the necessary financing; 

13. Exert every effort in the area of Arab industrial cc-­

ordination and co~perate with other Arab countries ·,;o 

implement technically and economically viable Jvint 

industrial projects; 

14. Hold an ind.ustr:al fair as soon as possible. S7, 
/ 

The 111&jor projects adopted by the Five-Year Plan in the industrial 

sector are given below: (also see Table 25) 

1. Oil Exploration: In association with Filcon (a United States 

ve:Jture), the Government is undertaking ertensive explorations 

in the Dead Sea, the Jordan Valley and the Northwestern rtills 

of the East Ban.~. Filcon and the Goverrunent have signed a thirty­

yea:r agreement, nine years of which will constitute the exploration 

stage. Filcon will spend JD 2.7 million during the Five-Year Plan 

on this pro~cct. !he Goverrunent will contribute a sum of JD 4.o 
million (from both domesti~ budget sources and foreign aid) to 

oil exploration projects. 3e~i.d.es, a sum of JD 525,occ has been 

earmarked for prospecting of iron~re, lead sulphide, copper 

grai1ite, marble rock and g;rpsurn, etc. 
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2. Investigation of underground thermal energ:.r: Total cost 

of this proj'.ct of geological studies and exploratory 

drilling in the hot springs area is estimated at JD 3cc,acc 
- 25 per cent of ~hi~~ is expected to come from foreign 

aid sources: specialized consulting firms and UN agencies 

are to be involved in this project. 

3. Natural Resources Authority Workshops: '!his project aims 

at re~quipping and modernizing the existing workshops with 

the aid of specialized consulting firms. Total cost envisaged 

are JD 465,oco with u foreign aid component of ~3.6 per cent. 

4. Expansion of phosphate ,iroduction: The aim is to expand 

phosphates production to 5.4 million tons annually by 1980. 
Infrastructural investments, necessarJ for transportation 

and marketing of the increased product ion is to take place 

in the form of completion of the railway line to Acaba, 

improvement of road net works between Ma'am and Wadi Tutum 

and increase of loading capacity at the port of Acaba. Total 

investment in the expansion of phosphate production is 

estimated at JD 24 million over the plan period. This 

investment will be financed by the Jordan Phosphate Mines 

Co. - a public sector concern, whicn intends to attract 

extensive foreign loans for expansion of phosphate production. 

Expansion of production is no guarantee of e~ansion of sales 

revenue, for most of the output is destined for export and 

world market prices for phosphates have been falling. Thus 

~n 1976-1977 income received from phosphate sales was onl7 
88· 47 per cent of the expected revenue from this sector. 

In 1978 export earnings from phosphate rose for the first 

time in three years - to JD 21.2 million from JD 18 million 

in 1977. ~ 
1

Investm ..• 1t in phosphate mining has expanded 

rapidly throughout the Five-Year Plan period with significant 

growth in 1·:a•am and at al ?.asa. In 1979 Soviet technical 

assistance was utilized for examining the feasibility of pro­

specting for phosphate reseI ves at Shidiya. 1f ' 



5. Expansion of petroleum refinerJ: The project is to be 

undertaken on the basis of collaboration with American 

and Romanian firms and aims at expanding production from 

one million metric tons in 1975 to 3.45 million tons by 

1979. An investment of JD 39 million is envisaged in the 

Plan period with a foreign loan and investment contribution 

a.mounting to 51 .2 per cent of this figure. The local 

investor is the Jordan Petroleum Refinery Company, a joint 

venture with minority Government equity participation. The 

petroleum refine~ unlike the phosphate and fertilizer 

plants, producea ma.inly for the home market. 

6. Expansion of cement production at Fube:'.a: This involves 

an in\·~stment of JD 8 million over the period and aims 

at expanding production by the Jordanian Ceme~t Company 

from 1 • 700 to 3. 700 tons per d.a.y. Product ion is mainly 

earmarked for the domestic market. The investment in this 

project is now expected to bear fruit by 1981 by which 

yea:r the desired expansion in productive capacity will 

have 148.terialized • .21/ 
7. Fertilizer production: The Jordan Fertilizer Company has 

been established with equity participation by the Government 

(26 per cent), the Jordan Phosphate Mines Company, the 

International Finance Corporation, AGRICO and "Jordanian 

and Arab individuals and associations" .2,£/ Most of the 

output is earmarked for export and a large proportion 

of raw materials will be imported. Total investment during 

the Plan period was expected to be JD 61 million - ~ith 

JD 41 million by foreign loans to the Jordan Fertilizer 

Company. In 1978 financing for the Aqaba plant was arranged 

with the IFC and some Arab banks. The main contractor for 

the plant is Spie Batignolles of P:u-is and technical 

advice is to be provided by Mitsu Toatsu of Tokyo. The plcll'lt 

is now schedules to aper. in 1980. 21/ Project costs have 

risen rapidly (in 1977 they were estimated at S 300 million),21/ 

which is the main reason for the del~ in project implementation. 
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Table 22· Summary of Kini~ am. 
rJD ooo~ 

I.~11.Sti7' Projects 

1976 1977 1978 1979 1980 Totc:.l 

Oil uploration 500 88o 1,000 1,000 1,250 4,630 

General Prospecting 125 100 100 100 100 525 

Inveati.gation of Underground 
Thermal Energy 75 75 100 25 25 300 

Natural Resources Authority 
Workshops 30 135 150 Bo 10 465 

Expansion of Phoaph&te 
Production 10,000 5,000 5,000 3,000 1,000 24,000 

Expamsion of Petroleum 
Retinery 16,ooo 17,000 6,ooo 39,000 

Erpansio~ ot Cement Production 
ot Fuheis 4,000 4,000 8,ooo 

Chellie&l Pertilizer IDiustry 1,000 27 ,ooo 24,000 3,000 61,000 

Potash Extraction 1,500 2,500 3,000 8,ooo 10,000 25,000 

Cement Industry in Sou.them 
Jordan 300 1,000 4,000 8,ooo 8,000 21,300 

Textile Factory at Zerqa 1,000 1,000 1,000 3,000 

Copper Production 100 900 2,000 2,000 5,000 

I?Jiuatrial Estates 100 500 500 500 1,600 

Standard Specifications 60 140 100 300 
Other Private Sector Investments 

in Mining aDi. Industry 6,ooo 6,500 1,000 7,500 8,ooo 35,000 

Total 46, 790 65,730 53, 950 34,205 28,445 229, 120 

Sources Five Year Plan, p. 355 
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8. Potash Extract i.on: The potash project described as 

"the biggest Jol.·d.anian industrial venture" 22.,,' is 

expected to involvt:. a total investment of S 450.million. 

It is to be run by tht:. Arab Potash Company and to go 

into production in 1982. The ,..overnment 's equity share 

in the company is 51 per :ent. Engineering and construct ion 

supervision is in the hands of the Jacobs Group of California. 

Besides the Jordanian Government the other major f inancers 

are the Arab Mining Company (which holds 25 per cent of the 

shares) and the Jeddah Islamic Development Bank (which 

owns 7 per cent ) • Loans have been arranged from USAI D, 

Litya, Iraq, Kuwait and the OFEC Special Fund. Production 

is mainly aimed at the Arab export market and project is 

expected tr Cl)ntribute significantly towards an expansion 

in indust:L"ial employment. In granting a S 35 million loan 

for this project (for a 13 year period with a 6 months grace 

and 7.9 :per cent) the World Ba.-.k noted that the implementation 

of "the project will have a major impact on the Jordanian 

economy". 22.J 

Among other projects indicated by the Plan are the expansion of 

a textile factory at Zarga. which was established in co~peration with 

Taiwanese businessmen in 1974 .. This will involve an investment of 

about JD 3 million during the Pl an period. JD 5 million are ~llocated 

for the establishment of a copper production plant to be run by the 

Natural Resources Authority in association with a French firm. JD 1.6 

million are allocated for the establishment of industrial estates under 

the management of the Industrial Development Bank and JD 300,000 have 

been earmarked for the completion of building and laboratories of the 

Deparment of Standard Specifications and "to conclude an agreement with 

UNIDO for the operation of these laboratories and to enforcement of 

Jordanian standard specificat ionf!" .il' A summary of the projects to 

be undertaken in the mining and manufacturing sectors during the ?ive­

Year Plan period is given in ~able 25. 

~nvestment in other projects are according to the Plan to be 

undertaken by the private sector. This is tn amow1t to JD 35 million 

over the plan period (i.e. 15.27 per cent of total industrial invest-
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ment). This .JJ 35 million will be distributed between: 

(a) Expansion of established medium sized industries employing 

10 to 100 people in the textile, tanning, mai·hle, foci, paper, plastics, 

pharmaceuticals, iron and cigarettes industries. Investment will amount 

to JD 14 million. 

(b) Establishment of new medium sized industries in foodstuffs, 

bromine, magnesium, savalime, detergents, cla,,y brick, glass, cement sacks, 

metal transforming sector, etc. Investment here will amount to JD 12 

million, a significant proportion of which is to go towards the under­

taking of feasibility studies for mineral Exploration. 

(c) Establishment and renovation of small-scale and handicraft 

industries (mainly mainte.'lance and service workshop). Investment in 

this sector is ~xpected to equal JD 9 million (0.004 per cent of total 

investment in the industrial ~ector in the Plan period). The small­

scale industries are not likely to attract a very le.rge proportion 

of the loans from the Industrial Development Bank.(Jil 16 million during 

the Plan period): most of these are likely to go to the modernized 

capital-intensive medium-sized industries and plants. 

The overall conclusion is thus clearly that the Goverrenent's 

present industrial strategy is to foster the development of the large­

scale, mineral resource-Cased capital-intensive industries with a 

view to exploiting Arab and East European export mark~ts. The insti­

tutional framework for indust~ialization that has emerged reflects 

this strategy. We now turn to a review of this institutional :n..:ra­

stn:.ct•.ire • 

Instit4tionalizing industrialization 

According to the 1974 Industrial Survey conducted by the Jordan 

Department of Statistics 2.§/the industrial sector ccnsists of: 

(a) 7000 small-scale establishments employing 10,964 workers 

(constituting 41 per cent of the tot~l industrial labour 

force). These establishments employed 1-4 workers each. 
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( b) 591 ?staolishments employing ar. industrial laoou= :orce 
ti./ of 15,964 (i.e. 59 per cent of the total). 

( c) We have also seen from litiner and Associates Survey of 

Jordanian industrJ conducted for the yea:r 1971-1972 that 

9 per cent of the enterprises in category ( b) 
100

/ could 

be classified as "large firms" - the average assets cf 

firms in the "non large'~ category of establishments with 

5 or more employees was about 6 per cent of the average 

assets of enterprises in the "large firm" category in 

?tliner's Sample. The "large firms" accounted for 55 per 

cent of total labour employed by Jordanian firms with 
101 ·' 5 employees or more. ~ The JC companies in ~hich the 

public sector has a holding are to oe found within this 

sector. 

Th 
. . t. 102.1 

_ e economic orga.niza ion ~ of the tb.ree sub-sec~ors varies 

~onsiderably. The small-scale sector is built around the traditional 

Arab bazzar and the master craftsman who maintains his position within 

this market by participation in an informal craftsman's guild with well 

established traditions and behaviour patterns. The labour force within 

this sub-sector is usually related to the proprietors by blood and 

family ties. The tusiness is generally passed on from father to son, 

but the rate of bankruptcies is high. ?art time business and part 

time employment of labour is common. Use of mechanics is gaining 

popularity as is the use of electricity as a source of energf. 89 per 

cent of the Industrial Development Zank (IJB) sample of small-scale 

industries used electricity as the main so~ce of energy. Under­

utilization of capacity is high. "5elf servicing'' (repairs done by the 

workers themselves) of machinery is common - although a large group 

also make use of specialized repair shops. Familiarity with production 

processes is high so that 85 p3r cent of tne :~B sample st~ted 

that they had no difficulty in select,ing apprspriate ~achinery. 
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A::.. tl':.ou~:i fo!":'.a.l •;oca.tior..a.l trainL'1.g- is ::.o~:, al:::ost t:te :-fr1ol-: ·,:c~: :orce 

~oes through a ?eriod of ap?renticeship to the :::ia.ster craftsman. Although 

the lack of s:cilled labour is eoerging as a. serious pro olem ( 5·J per cer.t 

of IDB sample reported tha. t tma.vailability of appropriate workers \·1a.s a 

serious ?roblem) the ma.in cause of this is not worker emigration but 

rather wages ccmpetition among enterprises. 

Indebted.nes~> cmong the small-sea.le enterprises is high; the ma.in 

sources of finance a.re 1) wholesalers; 2) family and friends, and 

3) commercial bar.ks. The IDE is a. source of credit to only 1 per cent of 

the enterprises. Of those who need to deal with co1JII1ercial ba. ..... ks, 3G per 

cer!t do not ceca.use of the Islamic injunction against thegivin.g or taking 

of Ri'ba (interest) - the others because of high L~terest rates or 

comlicated procedures. However, getting credit !rem the ~ar-~ing sector 

is not seen as a major problem. 

Prices are gene~ally deten:iined in this sector on the Jasis of 

total cost. Production is undertaken '.ilainly to ful:i::.. customers' orders 

and the overwhelming :najority of 9roduction is destined for the domestic 

:na.rket. Direct sales a.re the ma.in ;nethod of !Ila.rketing. Three fourtns of 

all sales are on a cash 0asis. 

The "formal" industrial sector is organized oy the traditional 

merchant class which emerged. as an important ecoronic sector ir. the organi­

zation of colonial trade in the dais of the 3ritish protectorate over 

Palestine. According to the 1174 survey the "tJPical" fim in this sector 

employed 22 people1£.lf ann had fixed assets amounting to JD 11),60~ • .l:f.:11 
For Miner's sample, estimated under-utilization of ca.pa.city i!1 tr.is sector 

was very high - no less than 2.1 per cent of e:dsting capacity was un-

t ·' · d 10 5/Th . . i... th 1 &'. ~ . ·'1 i..1.ize • . e main reason given -.Jy e arge .1. lr:!!S : or ~his ~rast 

capacity under-utilization ;.as "lack of sufficient ·iornP-stic ::i.erna.nd.' 1 ~06~ 
, .- 7 I 

According to the :.:iner sur..,ey ";nost fir.:is a.re over-mar.ag~d" ~ • .l.. fe•,; 

large firms iominate the in::.ustria:. sector, hm·1ever, the ''sizes of' ~r.e 
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.. .., I 

e:ficiency." iOv/ .U thoug!'l no estimates o: ef:ecti·.re protectia!'l ra::es 

are availaole it is U!'.douoted.ly tru.e that these industries enjoy ver"'J 

heavy protection. I::lport of goods which they produce is in ~est cases 

permitted. only if they are not in a position to satisfy domestic de::ia."ld. 

r.:a.ny of the firns in this sector are using obsc lete technology 

and equipment and theN! is a lack of experienced skilled labour and 

management and skilled repair and maintenance mechanics. They lack 

export market skills and also have difficulty in negotiating credit and 

purchase of appropriate technical equipment .192J 
These firms generally have little trouble in obtaL~ing bank 

finance. Debt/equity ratios are high as is liquidity. JoL~t ventures 

and government participation L~ one form or another is becomir.g more 

and more corrmon and the granting of an industrial licenses to a ~edium­

sized firm L~variably mean.:; acceptance of government's commitment to 

its sur.rival. The Government has been attempting to induce the medium­

sized and large-sized firms to rationalize production.process and this 

has in effe~+. amounted to an encouragement of mergers. 

The institutionali=ation of the public industrial sector ha~ had 

the aim of fostering- mode~iza.tion and rapid industrial growth. The 

small-scale and handicraft industries have remained. virtuall:; untouched. 

and although some small ste9s are being taken to foster their progress the 

general feeling remains that it is in the 1eveloplllent of "moder!l.", "highl.y 

efficient" capital intensive project oriented towards •Jast export carkets 

that Jordan's industrial future lies. The Governrr.ent has thus approached 

the task of industrial organization giving the needs o: this sector fore­

most priority. 

Since 1953 when it came into existerice the ihnistr:r of I:atio!l.al 

Econol"?.y has been the nucleus for the evolutio!'l and articulation of the 

'}overnment' s :nacre-economic '.)0licies. Fro:n the r.iid.-1 ))Cs ar. In1ustries 

Section ~rl oeen ~staOlished within this ~i!1.istr-,. ~~·r::;ir.all.? it • .. ras stri: ... :e:: 
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and recommend issuan~e of licenses. 
I i C' 

/ 
In 1964 •ne Industrial 

Development Centre ~as established also withL~ the Ministry of 

N~tional Economy. As noted earlier its main purpose was the 

organization of industrial training and tJT.illO expez-ts i:~rti:::ipated 

extensively in its work. Since the mid-1960s a standards and 

s:;>ecificat ior burl.':!au has also been established under the Ministry. 

T~e Five Yeal.· Plan is particularly concerned with improving the 

performance of this b>i.reau as improving the qual~ty of Jordanian 

manufactures is essential for the pene~ration of export mark~ts • ..!.!.!./ 
A N :;ural Resourc.es Authority for the <!!.xplorat ion of mineral resources 

md the desigr:, operation and maintenance c.f irrigation projects 

has also been in existence for quite some t im-e. 

In 1973, the Industrial Development Corporation was set up. 

All "government ownership rights and subscriptions to capital of 

existing industrial esta.blishments were (entrusted) to the Corporation" 

and "to (the Corpcrat ion) shall revert the funds and assets of the 

Industrial DPv'!lopment Centre of the Min.i=-t:r1 of National Economy" . .1.1..Sf 
A little later further reorgruiization took place, the Minis~ry of 

National Economy was re-named as the Mi...-iistry of Industry and 'Irade 

(this is the ML~istry with which UNlllO now deals) and the Indust~i~l 

Development Cen~re ceased to exist. The fUtlctions of the IDC were given 

to the Department of Studies and Investment Promotion within the 

Ministry of Trade and Industry. This ministry is responsible for the 

issuance of licenses for the creation or new industrial establishmen+. 

and the rennovation or expansion of existing ones. The Industries 

and Trade Minister (a.long with the Minister of Finance, the Governor 

of the Central :Bank, the Pre.: icl.ent and Secretary General of the 

!ia.tional Planning Council, the Presidents of the Chamb€:rs of Commerce 

and Indt:_stry, the President of the University of Jordan and the Prime 

~inister) is a member of the National Planning Council and also of 

the Council of Economic Security. 'The Planning 1:ounr;il is er.charged 

with the responsibility of "preparation of the state's l')r.g-term plans ... 
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and of the annual implementation projects -hich sha.ll be approved 
113 f 

within tht! comprehensive pla.rming programmes." l.!.21 A permanent 

Planning Committee exists within the Ministry of Industry and Trade 

for co-ordination with the Planning Cowicil. 

The central document of industrial legislation is the Encourage­

ment of Investment Law No. 53 of 1972. This law is reproduced in 

swmnary form as an appendix to this study. ~ 

This law replace~ legislation of encouragment of investment of 

1955, 1957 and 1967 and parts of it are to be anmended in a proposed 

draft law according tJ the Five Year Plan. 'The ammendments envisage 

the provision of additional incentive for export oriented industries, 

to foreign investors, to producers of indust::-ial inputs of existing 

industries and for the establishment of joint ven~u . .:.s between the public 

and private sectors • .112/ 

A key institution established in 1965 for the purpose of providing 

finance fc,r industrial investors is the Industrial Development Bank of 

Jordan (IDB). It is jointly owned by the Government and private sector 

institutions - particularly coaunercial banks. 116 / According to the World 

Bank "there is no dominant group of private share holders ••• the Government 

(also) has refrained from (exercising) control" • .ill/Nine seats on the 

IDE Board of Directors are for the private sector representatives, three 

for the Government - the Government representatives a:e nominees of the 

Ministry of Trade and Indust:'Y', the National Planning Council and the 

Governor of the Gentral Banlc. Its o~rations include granting of loans to 

investors as well as equity participation. Loan operations are considerabl~ 

larger than equity operations. It has over the period 1965-1976 generally 

maintained a conservative lending policy and maintained a low debt-equity 
118 I 

ratio. ~'It offers loai•s on a 9 per cent interest charge to small-scale 

projects. 2..22./Tabh 26 classifies its loans according to industrial category, 

size, duration, na.-.~u.re of project and geographical distribution over the 

period 1911-1975. There was G fairly narrow dispension of loans within the 

industrial sector (i.e. excluding tourism). The largest number of loans 

granted was to companies with assets between JD 20,0CC to JD 49 1 993. The 

largest share in the total loans granted was of companies with ass~ts in 

t:ie range JD 10C, 000 to JD 199, 999. Companies in the largets two s).ze 
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'Iabie 26 

' l!!S tllAl. lll'lnDl'!Ot &AS of ~!!:!!! 

~lu•lftc..aicl- ~~ ..... , ..... !;-i l'U•72 
c-u 1a JD 000 •! 
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~c£l:!l S!U.n 

..... --•&-.... " m.o • us.o • JU.O l 60.0 1 n:s.o 45 2.nt.o 

~·~ 211 *·' 2 11.s • ltl.O • 364.S • 17.6 ,. l,CM.4.6 

......... ..-u 1 J7.0 2 lS.S ' 52.5 

,.._.,.._~u.&aWU. ' zu.s 2 JD.0 n.o 2 ao.o l 150.0 10 757.5 

..-·Jll 
60,0 SJt,O 2 10.0 u to6.5 so 1,117.S 

~1.~-'•"-da~ 11 6GZ.6 ' Ill 
-ullJa -1 pcMoolU 7 w.s l n.s ' Ill.I 2 100.0 l 194.0 1t M2.I 

-1.c ..cal u...m- 2 JOO.I 2 470.0 ' 7711.0 

lllcal ~. -'-7. ~ ,. .... l l n.s • 114 • .5 • zoo.o ' 136.0 S7 1.002.J 

T-n- 1'o H7.4 6 505.0 4 .... ' llO.O 2 ... o 45 1,561.4 

Odoln -1... ..!!.rl - -- - -- ...!.. ...?!:l i Ut.:! ...1 ~ 

1'9Ul w.. 2..ULJ 1l. "°·' ~ 1,447.l ll. 1,ns.o ~ ~ l8' 10,)2'.• -
!.!!! 

1ei..m 1.-
.. 1.-. z .... 10 20.1 2 J.0 • lS.l 4 a.o 4 1.1 21 56.5 . ,,_ ....... 20 67.6 l J.O 1 4.0 l 11.0 ' u.o 29 "·' 
JD 5,DDO • '·"' 

24 Ul.O l .. ,_, 
' JO.a I Sl.O l %4.S 4) 27'.o 

JDIO,DDO - 19,tft l2 371.5 1 IO.O 7 11.0 l :JO.O 4 u.o 5l ,,._, 
JDZll,OL. • 41,tft JZ HS.O I 215.0 7 220.0 7 us.o ' 2'0.0 u 1.1u.o 

~.-. "·'" u 777.0 4 no.o ' l45.0 6 170.0 1 420.0 15 2.142.0 
DlOO,-. Ht,,,, 10 1,060.0 l ~60.0 5 745.0 l 4l0.0 no.o 2' l.JZs.a 
JD200,0llO-- ...L ...l!!2d ...L UY - --- ...!.. ~ ...!.. ~ -·- 1,MO.O 

TeCal Ul ~ 27 "°·' ,, 
~ l7 ~ 41 ~ 215 ~ - -

l!!r••S- !I 
119ou1_. 
rn.1-1,... l 1.0 l l.O 
'"9l·5:r-n 42 840.5 10 173 • .5 u H.l 12.0 • 15.l 75 1.136,4 
rn.s-1,.... l2 Zlt.7 10 247.0 20 ., •• o 2' l,ltl.O 21 l,Zll.5 111 •,all.I 
'"9 7 -10,...... 20 431.S 2 so.a 6 l7a.a l !JO.a • 1,1'0.a ,, ;,571.5 
··- 10-12 ,~ .. : .. 1,.:GG c; ' 470.a ,. 

',t7!.l •• l 
rrr-... 12-iS - • Zll.5 a<.1.0 i .. JJ.5 
u,... .. --.. ~ ~ -·· 4 _lOi,,2 -- - -- - --- - ---

1'9ul !:l ~ ;z.. .aw u.. t..w.i .e t,~l.;.o ~ W2h! w.. Wll.! 

11,ID •' blllSS 

-&au~· 20 '67.4 ' JU.a 11 1,aSJ.I la 1,261.a 20 l,'70.0 14 4,114.Z b_,_ n 1,,...0 I.: 443.S ll 126.5 17 .. 7.a 21 ..... 144 (,271.6 
-llacart.11 ~ _fil:! .L ~ ..!... -!.!:.!? ...ll -1....ill.:.! - --- - ---

1'9ul ~ ~ JI.. ~ ..u.. W,tZa.l .Jl ..w..a ~ ~ w. J.2.lU:.1 

Gitdlitll!!ic.al DUtr1Rt1• - 102 1,11a.J 21 114.0 2t '"·) 21 111.S ~ ~Sl •• za. S,ZU.9 
ZnU. -lf• 16 111.a l ll.S • .... a 4 100.0 10 1.aH.O "1 l,21].! ...... l 1711.0 1 25.0 4 19'.0 
4l•l&lc 4 2'7.a IO.O 1 l.S 2 uo.o • SU.5 
1..- z.a 2 170.a 3 172.0 
s-n• 20.0 200.a 1 20.0 l 24a,c 
.U-tiafru 60.a 1 60.C ......... 40.0 1 i.o.c 
Ide Jall s.o 1 s.c 
~ ... u.a so.a 2 u.o 
v ...... j/ ~ --1!!.2 ...!L _.!!!.:2 - -- - -- -- -- - --
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.. llToe IM _11 .... 

Source: IBRD. Report No. 1018...JO, Annex 14. 
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categories received 51 per cent of ~DB's total loans over the period 197~-

1975. Firms within the lowest two size categories received only 1.6 per 

cent of total :bans granted by IDB. Geographic concentration of loans was 

also significant. Most of the loans were of medium-term duration and they 

were a.ppi.·o:ximately evenly divided between projects for expansion of 

existing projects and projects for the undertaking of new ventures. 

IDB 's mainly cautious and rather conservative approach to industrial 

financing has made it basically an institution geared to meeting the credit 

needs of the medium-si~d modern establishment. There has been awareness 

of the needs of the traditional small-scale industries and since 1975 I~B 

has established an experimental programme for providing finance to this 

sector. A useful survey of the characteristics and financial requirements 

of this group of industries has been published in 1977 120/ and a modest 

<aipansion in the small-scale and handi.cra.ft programme is envisaged. 

The incorporation of the traditional, small~cale sector in Jordanian 

industrial develo:i;:ment strategy cannot be achieved solely by the provision 

of f .;.nan.ce <llld cr-adit. '.i'Ue peculiar significance of this sector lies in 

the fa.ct that it constitutes the largest po~l ~f entrepreneurial ability 

within the Jordanian economy. A wastage of this entrepreneurial ability 

constitutes a depletion of a valuable industrial asset. In particular as 

the UNIDO survey on Jordaniazi Industrial Development warns "Encouraging 

the merger of small competing firms •.• often (leads) to disappointing 

results. The small to medium-sized firms which are the most likely candidate 

f 1 . d t . 121 I . t t d b t' ~ t or conso l a ion - are in mos par manage y ile owner .•• · ... ue en re-

preneurial genius and drive needed to found and rnana.ge an industrial 

enterprises, however, small, are seldom compatable ~:ith the same charac­

teristics in another enterprises." mJ The search for industrial effi­

ciency and economies of scale must not ce entirely at the expense of 

indigenous entrepreneurial ability. A conscious attempt must be made to 

avoid forcing the informal.sector entrepreneur into becoming a semi-skilled 

labourer or a migrant to the Gulf. In order to preserve the local entre­

preneurial ability there is a need in particular to experiment with indus­

trial property forms - with the establishment of an indust~ial co-operative 

movement for example. There is a need for the creation of a set of se~i­

public in~ustrial institutions which m~bilize and develop local entre­

preneuri3.l taler,t for integrating rural and urban development and for 

' 



maki.ng a contriiution towards a wide: dispersion of the benefits of 

industrial growth. Both of these are important objectives of the 

i.I.dustrial development 

But the organizational 

123/ strategy contained within the Five-Year Plan. ~ 

reforms suggested in the Plan 124/ cannot be 

regarded as sufficient for fostering local entrepreneurial ability in 

order to achieve these objectives. A reorganization of the traditional 

industrial sector is also desirable for the reason that growt:a in its 

production is less likely to generate import demand and is thus likely 

to contribute towards a reduction of Jordan's trade deficit. 

' 
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Chapter V 

INDUSTRIALIZATION PROSPECTS AND UNIOO'S ROLE 

Prospects of industrialization 

Table 27 ~omparas the level of industrialization achieved in 

Jordan with that of other developing countries. 

Table 27. Comparative Levels of Industrialization!,/ 

Jordan Syria b / cl 
West Asia- All LDCs-

1960 

1. Share of industry in GDP 7.51 18.53 25.64 20.51 
2. MVA as a percentage of GDP 5. 72 17. 33 12 .03 .15.47 

12.:2 
1. Share of ~nd.ustry in GDP 11 .62 19.65 31 .11 25.79 
2 • WA as a percentage of GDP 8.44 15.76 15.65 18.47 

.1ili 
1. Share of industry in GDP 27.29 19. 83 33.65 27 .05 
2. MVA as a percentage of GDP 19.88 14.83 16.53 20.27 

!,/All values in US 3 million at constant 1970 prices. Sha.res presented as 
percenta~s. 

~' Includes Saudi Arabia, Cyprus, Jordan, Turkey, Traq, Syria. 

£ 1 a1 developing countries for which data were available. 

Source: UNI~ Secretariat. 

' 

I 
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'Iable 27 cl~arly L"ldicates the •1e!:y impressi•1e grc·-rth of 

the industrial and the manufacturing sector L'"l Jorda."l in 

comparison with other countries in the regions sL"lce 197c. In 

that year industry's shart: in Jordanian GDP was 11.67 per cent 

- as against 31.17 per cent for West Asia, 19.65 per cent for 

~yria and 25.79 per cent for all developing countries. The 

contribution of MVA to GDP in Jordan in 1970 was 11.4 per cent 

- in Syria and West Asia as a whole it was over 15.5 per cent. 

Moreover, d.urirg the 1960 decade industrial dt.:ve lopmer.t had not 

been particularly spectacular, the sha..re of industry had expanded 

from 7.5 per cent in 1960 to 11.4 pe~ cent in 1970. :n West Asia 

during this period the share of industry in GDP hc:.d ~ne up from 

20.5 per cent to 25.8 per cent. 'The increase in the 11rTA share i~ 

Jordan was i'rom 5. 7 per cent in 1960 to 8. 4 per cent in 1970. ! n 

West Asia as a whole the MVA share of GDP had increased from 12 
per cent to 15.6 per cent. 

The perio~ 1970-1976 saw a major change in the structure of 

the Jordanian economy; th~ share of industry in GDP increased to 

27.3 per cent by 1976 and the share of "i(N'A increased from 8.4 per 

cent to 19.9 ~r cent during this period. Growth rates achieved in 

the manufactu ! sector during 1973-1976 exceeded the expectations 

of the Three .. ar Plan and by 1976, the r•rvA shar~ of Jordanian GDP 

was higher than the corresponding ratio for West Asian countries 

as ~~hole. If the two indicators of !able 27 can be taken as measures 

of the level of industrialization, then industrial expansion in 

Jordan can be said to have overtaken that in -~·ria during this period 

and closely approached the average level of industrialization in 

West Asia. 

On the tasis of historical growth performance RZ3.r has made 

projections of likely changes in the structure of JoI·daniar. GJP for 

the period 1976 to 2CC'C. He forecasts an increase in the contriOution 

of mining and man~f~~turing to rise to 25.5 pe~ cent by th~ year 

2GGG. 12 5 
/ 

Azar's calculations are at 1170 constant prices and are 

at va.:riance with the F'i 11e Year Plan's estimates that the 11ining and 

' 
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manufacturing sector will contribute 28. 3 per cent of GDP by 
- 126 :' 1980. The Plan's calculations are at 1975 constant prices.~ 

As we have seen th,~ P: a.'l expects the mining and mcmufacturing 

sector to grow at a rate of 26.4 per cent over the 1976-1980 

period. The Plan, however, does not give an intrasectoral growth 

forecast. Azar does give such estimates. '!he assumptions on which 

his estimates are based are: 

1. All values have been · 1nated. to 1970 prices in order to avoid 

the problem of price escalations and to measur'!! growth in real 

terms. 

2. Assumed growth rates have been assigned to each of the sub­

aectors in the mining and manufacturing sector. 'rhese anticipated 

growth rates have been based on: 

a) Expected growth rates for the period 1976-1980 and these 

have been computed on the basis of an evaluation of the 

implementation of the FivG Year Development Plan, 1976-

1980. 

b) Expectations of futurP. development based on reports of 

the various authorities concerned, especially those 

published by the Natural Re&ources Authority concerning 

the proven deposits of natural resources, their locations, 

quantiti1s, qualities, and the possibility of their 

exploitation. 

3, Computed growth rates sho~ in Table 28 for each sub-sector, 

taking the 1976 data (the first year of the Five Year Development 

Plan, 1976-1980) as a starting point. 12 7 
/ 

Table 29 gives the magnitude of value produced in the different 

branches of the mining and manufacturing sector during the 1976-20GO 

period. Azar expects that "the financial resources allocated for '.;he 

projects (in the mining and manufacturing sector) included in the Plan 

are expected to f?ll short of the anticipated real costs of these 

projects .... ~scalation (of cost) ma,y ·oe in the magnitude of JD 137 

million. 128 
·' 'iherefore his growth rate projections are more modest 

' 
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' 

Tao le 28. Assumed. ~.ates of Growth for Projecti!'!?. "lalue 
Ad.ded. L1 tne !·:iniru: and !·a>tufactu.rin~ Sector 

~Percent} 

Industry 1980 1985 1990 1995 20CC 

~ining and quarrying 11 10 10 10 10 

Food manufacturing 6 6 6 6 6 

Alcoholic beverages 7 5 5 5 5 
Soft drinks 7 6 6 6 

,,.. 
0 

Tobacco 5 5 5 J 5 
Textiles 9 8 0 5 5 
Clot'..ring 10 9 8 7 6 

Leather and leather products 6 6 
,,.. 

5 5 0 

Footwear 8 8 7 '7 6 I 

Wood ani products 8 6 5 5 5 
Pap3r and products 8 7 J 5 J 

Printing and publishing 7 a a '7 7 I 

Chemical ind.ustrJ 8 20 20 20 8 

Petroleum refinery 2C 7 12 7 7 
Eubber and products 4 4 4 4 

, 
..;. 

Plastic and products 7 7 7 6 6 

:ion-metalli~ minerals lC 12 10 lC J 
.3a.sic metal pI'l..ld~cts 10 lO 10 lC 8 

Electric machinery 10 lQ J a 3 

Transport eqi:.ipment 6 .... 7 6 5 ( 

Miscellaneous 7 7 6 6 5 

Source: Azar: Lon~-tdrr.i Prosnects of Industrial ~evelon~ent in Jard.an, p. 139 
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'!'a':lle 29. 7al'J.e Ad.ied. in r:.i!'linz a..trl ~12.'!ufacturi!'l.:;.-, at 1)70 ?:-ices 

(JD mil lion) 

1176 198o 1985 1990 1J95 

Mining and quarr'Jing 6.82 14.63 29.82 46. 75 73.16 

Food ma.nuf acturing 4.69 5.6o 7.49 10.08 13.44 

Alcoholic beverages 0.21 0.23 0.35 0.42 o . .c9 

Soft drinks o. 35 0.42 0.56 0.10 o.;i1 

Tobacco 1.68 l.3o 2.31 2.94 3.71 

Textiles 2.59 3.oa 4.34 6.J9 8.54 

Clothing 1.82 2.03 3.i5 4.62 6.44 

Leather and products 0.91 o.9a l.33 1. 75 2.24 

Footwear 0.21 0.28 0.42 0.63 t) ... n 
Wood and wood products 1.05 1.33 1.75 2.24 2.37 

Papar and paper products 0.35 0 • .12 0.56 0.70 0.91 

Printing and publishing 0.56 0.63 0.91 1.33 1.89 

Chemical industry l.19 2.45 6.c9 a.96 12.53 

Petroleum refinery 6.16 7.42 l0.36 15.96 22.42 

Rubber and products 0.21 a.2a o. ~5 
Plastic and products 0.84 o.9a Lt:.O l.?6 2.53 
~Ion-metallic minerals 2. 73 3.92 6.33 ll.2C 17.99 

3asic ~etal products 4.69 6.36 11.06 17 .85 28.10 

3lectric machinery 0.63 .J.77 1.26 1.96 2.37 

Transport equipment 0.10 o. 77 1.05 l.~7 1.96 

Miscellaneous 0.35 0.42 0.56 0.11 C.)8 

Total 36.5 53.2 ao.2 126 • .:J.O 137. 30 

Source: Azar: Lon~-term Prosoects of Industrial r e•re looment in Jard.an, 

2000 

114.63 

17 .90 

0.56 

1.26 

4.75 
11.41 

8.61 

2.87 

1.19 

3. 71 

1.19 

2.66 

17.64 

31,,43 

0.42 

3.43 

27.72 

42. 1 4 

J..20 

2.52 

1.26 
288.40 

p. 140. 

I 
I 

I 
' 



-
- 33 -

- perhaps more realistic - than the growth rate projections implicit 

in the ?lan document. 

According to the Azar projections the highest growth rates are 

to be expected in the following branches of industry: 

1 • Chemical industry 

2. Petroleum refining 

3. Mining and quarrying 

4. Non~tallic minerals 

5. Basic metal products 

6. Electrical machinery. 

Low rates of growth are to be expected in the tobacco industry, 

the rubber products industry, food manufacturing, leather products 

and wood products. In 1976, the former group of industries generated 

60.8 per cent of total value added produced in the mining and manufac­

turing sector. By 198o their contribution i3 expected to rise to 67 
per cent of mining and manufacturing value added and by 20CO 

these industries are expected to produce 82.4 per cent of value added 

in this sactor. As against this the share of food manufactures, tobacco, 

rubber, leather and wood is expected to decline from 28.8 per cent of 

total value .... ided i...1 1976 to 13. 2 per cent in 1980 and to 10. 3 per 

cent by 2GGO. In other words, given the existing government industrial­

ization strategy there is likely to be a major restructuring within 

Jordanian industry involving a massive expansion of the caJ::.tal intensive 

mineral resource based industries and a relative contraction of the 

traditional consumer goods industries. Large-scale public sector 

investment in the former group has accelerated their growth and this 

of course also attracts substantial investment from the private sector. 

Within the consumer goods industry the only one expected to experier.ce 

large rates of growth during the 1976 - 2COC period is the textile 

industry; in this industry there is considerable foreigr. investmer.t 

commitment. 

~he potential for r~pid development of ~he mineral based industries 

certainly exists. Besides the large ,_:ruantities of phosphates there is 

' 
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evidence for the ~xistence of substantial iron ore deposits at 

Rasal-i.iaq, le:;.d sulphate and copper in the Wadi Essal, tin in Feria.n, 

granite in the Wadi Araba, marbel rock and grpsuin at Aq:ba and Azraq. 

Similarly in the early years of the ?ive Year Plan period medium-

sized investment in intermediate goods industry expanded more rapid-

fil' 

ly than had been expected by the Plan. There is expansion in the 

manufacturing of matches, detergents, medicines, asbestos pipes, 

pre-fabricated houses and construction materials. In 1977, there was 

evidence of significant expansion in the fooc processing ani footwear 

industries. 130 ·' There is evidence of a definite shift towards increased 

mechanization in moat of these industries. 

The move towards increased mechanization is not an answer to the 

labour shortage that Jordan has been experiencing since the beginning 

of the oil boom; for the labour that is scarce and unavailable is 

skilled labou~ and the need for skilled labour increases with the growth 

in mechanization. In the early 1970s unemployment rates approached 15 

per cent in Jordan. ill/ Today unemployment is iess than 2.5 per cent. 

Yet +he rural migration to the cities continues and unskilled labourers 

are not in short supply as the falling real wage levels in Jordan 

indicate. Moreover, unskilled immigrant ,.,orkers are also readily 

available from Egrpt, Yemen, Pakistan and South iorea. There a.re also 

firm indicationa that the outflow of Jordanians is slowing down. 

"The rate of emigra.t ion of 20, 000 Jordanians workers a year during 

1974-1977 has fallen to 10,COO workers (by 1979)". 132/ Thus an increase 

in the use of labour saving technology is mt a sufficient answer to the 

peculiar problem of imbalance within the labour market that Jordan has 

been experiencing. 

Another problem .~:.t likely to be 3ignificantly effected by this invest­

ment choice is Jordan's increased dependence on imports of foreign goods 

and foreign finance. Azar anticipdes that the 1·atio of expenditure on 

consumption and domestic capital forn:ation to GDP is likely to fall from 

126 per cent in 1976 to 118 per ce!"1t by 1980, 1331
but as he himself admits 134

1 

' 
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pla.nned investment outlays in the 1976-80 period did not correctly 

estimate inflaticnary pressure a.Di cost escal~tions are likely to push 

up the trade deficit figures. m'-9 expansion of the mineral based industries 

as well as the medium-sized capital intensive industries may substantially 

increase export earnings but there are also likely to generate a significant 

import demand due to the need for toreign raw material and technology and 

the repatriation of profits, divid.eaia aDi interest charges on foreign 

investment and borrowing. The government will have to concern itself with 

"'.,;ploring import substitution potentia.l within the industrial sector. 

Given the small domestic market a.n effective import substitution strs.tegy 

lllUSt be developed within the context of a policy of regional harmonization 

of investment and production plans. A regional approach may also be most 

useful in regulating the inflow &JXl outflow ot immigraz:.t workers to and 

from Jordan. 

Jordanian pa.rticip&tion in regional co-operation ventures 

Jordan bas been a.n enthusiastic supporter. of regional co-operation 

ventures on a bilateral and multilateral basis in the Middle East. It has 

baen a member of the Arab Common Market since the forming of this organi­

zation - the other members are F.gypt, .ill/ Iraq, Sudan, Yemen and IC1.111&it. 

Exports to thf\ Arab Common Market have increased. by an annual average rate 

of 24 per cent over the period 1971-1975 and imports have increased at a 

rate of 20 per cent over the same period. The ~te of ~wth of Jordanian 

exports as a whole over this period was 59.3 per cent
1 

:36/azid imports rose by 

33.05 per cent over this period. Exports to the .L"'a.b Comm.on Marke"i accounted 

for 46.4 per cent of all Jordl?lian exports in 1971 and for 23.5 per cent of 

total Jordanian exports and impor::s f~om the Arab Common Market as a pro­

portion of total Jordanian imports fell from 9.2 per cent in 1971 to 6.03 per 

cent in 1975. In contrast imports from the other Asian Arab States (Lebanon, 

Saudi Arabia, Bahrain, Qatar) as a proportion of total Jordanian imports 

rose fr~m 12 .2 per cent to 13. 6 per cent over tr.is period - dnspi te the 

fact that until 1975 Jordan "Was impo,..ting oil on concessional terms • .ill/ 

' 
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It may be concluded therefore that in the first half of the 1970s 

trade expansion with the ACX countries bas not been significant. 

These trems have continued for 1978; the Amr report notes that: 

"though Jordan is a a.ember of the Arab Conaon ](a._-Jcet such an ar .-ange­

aent baa yet to help in developing export markets (particularly) ••• 
138/ for its anu.factured products." - 'l'he Arab oil rich countries a.re an 

incre&11ingly important source of bw:lget support and development loans. 

In 1971 Arab tuma constituted 51 per cent of ~otal foreign budgetary 

support to Jordan. In 1975 they repNaented dl. 5 per cent of bud&etar.r 

8Upport • .fill Over the period 1971-75 Arab budgetary BUpport increved 

at an ammal average rate of 27.3 per cent, aid. all the evidence seems 

to be that the tempo baa been •intajned., even iucreaaed, in the sub­

sequent years.140/ Arab public and private sector i.nnstmenta in Jordan 

are also increasing at a very rapid rate. ?lo fig11r9s are available but 

the Pive Year Plan clearly expects large inflows of petrofuma into 

its major mineral based projects and this expectation bas been largely 

realized by Arab collllitment ot the Potash. project and the expansion of 

phosphate production. The Arab Vining Company bas played & major role 

in f'im.ncing tb.e f om.sr and the Kuw.i t Fund for F.conomio Developmen:t and. 

the .&.bu Dhabi Fund for F.conomic Development have made large colltributiom 

to expansion of' phosphate production. 1~!/ Tbs ver.r generous concessions 

given in the revised industrial legislation are clearly meant primarily 

to promote inflow of private funds. So far, however, most Arab invest­

ment is of' a public sector ch&raoter: ·investors being either single 

Arab governments (am these include Syria, Libya and Iraq) or Arab inter­

governmental organizations (such as the Arab Mining Company, the Arab 

Intel"!J&tional Bank and the Jedd.ah Islamic Development Bank, etc.). 

Of increasing importance is the growing prograane of economic co­

operation an:l integration with Syria. Since the BJ1&ll be6innings of 1975, 

this programme bas bloHomed out into r full scale attempt 1J.t policy 

harmonhation in many (if not moat) spheres of' the economy. The Jord.anian­

Syria higher Committee for F.conom.ic and. Political Integntion has had 

regular sessions since 1975. At the Eighth Session in August 1978, the 

Committee session, which was jointly chaired by the Prime Ministers of 
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the two coimtries agreed to abolish import and export duties betw~um 

the two countries. L"l 1977, the two countries &grfted to set up industrial 

tax tree zone situated. betwen the villages of Jalze E..nd. Naseeb on the 

Syri.&n-Jordanian border. The development of this tree zone will, it is 

hoped, attract foreign companies to invest in Syria and Jordan. Int'ra­

stro.cture.l investment in the tree zone is proceedi?Jg rapidly. In July 

1978, agreement vaa reached to allocate USS 4.3 million fo~ this area. 

In 1978, Syria and Jordan agreed to establish a joint i.Mutrial holding 

company which rill act u an amb~lla group tor 1.ne supervision of a 

mmber of -.zm:f'aetvring plants which are to be established over the ne.rt 

five ~· The new compaey will be particalarl.y interested in seelcing 

joi.Dt ventures with West Etiropean am American multinationals. In 1978, 

decision 'W8.8 also reached to dm.v up a comprehensive plan for co-operation 

in agri=ltural prt"duction and trade. Co-operation in the communication 

and tranaporta~ion sector is now well established. The Jordanian-Syrian 

Land Transport Comp&n;y had an azmual turnover ot about S 10 million in 

1978 and expects substantial expansion as a result of Saudi Arabian 

interest in acquiring equity participation within this compaey. The Jordanian­

Syrian Kari time Colllp&lly is also growing rapidly. Progress has also been 

made in the establishment of a joint electricity grid system linking Jordan 

and Syrian. 

In 1978, the Syria-Jordan Bank: was established with 50-50 participation, 

a fixed capital of S 6.7 million, with headquarters at J.mman arid a branch at 

Damascus. This is a commercial bank with a special reeponsibii.ity of financing 

joint ventures. It ahon interest in providing finance for tile 1001 000 toms 

& year white cement plant owned by the Jordan-Syrian Co~ for Ind.uatry .llY 
Trade with Syri~ has been expanding rapidly and prospects or greater 

regional integration have been created by the 1978 re-approachment between 

Syria and Iraq. Incre&aad economic integration within this region can be 

of great benefit to all three partners. 
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The Lima strate& and UNIDO's ro~e in Jordanian industrialization 

UNIDO 's main i:lvolvement in Jordanian industrialization is through 

participation in the following projects: 

1. DP/JOR/77022: A.ssistance to I~dus-i;ria.1 Testing and Quality 

Control Laboratories. 

The purpose of this project is to install laboratory equ5pnent, 

to facilitate, to organize and to operate the Industrial Control and 

Quality Control Laboratories (ITA~CL); to organize the proper relation­

ship between IC'IQL and testing facilities in Jordan; to enable the 

enforcement of the Precious Metal Law No. 10 '1975; to organize and operate 

an informativn centre for the dissemination of technical information 

relating to standard specifications, quality control, certification marking, 

industrial testing and legal metrology; to train nat · :mal counterparts on 

modern techniques of industrial testing and quality control. 

2. SI/JOR/79/8o: Assistance to the Building Material Research Centre 

~e purpose of this project is to assist the Building Materials 

~esearch Centre in preparing its plans for low cost forecast housing and an 

evaluation of the performance of the Centre in thi~ field. The project 

will also offe= tech.cical advise and low cost housing to the staff of the 

centre. 

3, SI_IJCR ·'7~ 'R"5: Assistance to the Cement Factories Company 

The purposP is to assist end advice in planning and impleme~tation 

of improvements in the cement industry production ?recess. 

4, ::r, 'JCR '78 '8o2: Assistance to the Ceramic Industry 

':'he purpose is to pro,•ide ~ssistance to the Jor'ian r:eramic :-:;o. 

Ltd. Amman in prod~ction technolcgy, production pla.nr.ing, cost acccunti~g 

and marketing .::ind to t:.:air. local staf: in Che·· areas. 

- - . ' 
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5. SI/JOR/78;803: Assistance in the Benefication and Industrial 

Applicatfon of Ben'tonite 

The purpose is to 1:&rry ont an assessment of the local bentonite 

resources and to develop an appropriate processizlg technology and marketizlg 

strategy for the products of this industry. 

6. 'l'D/JOR/79/001: Development and joint support of ct.:rtain, 

technical and marketing facilities by th.re" major industrial mining 

projects in Jordan • ..!!J? 
UIIDO's involvem4nt in the industrialization proce3s of the developizlg 

c.olAll.triea must be in accordance vi th the strategy laid do'W!l in the plan 

adopted at Lima in 1975. This Plan stresses the importanc9 of linking 

industrial develC\punt to growth and transformation within the agricultural 

sector - a. 4 per cam amrual rate of grovt~ of agtj.C<lltural ou~put is essential 
..!.~/ i£ the Lima target is to be 11et by year 2000. It ervisages ind.ustrializa.tion 

policy to be an instrument for reducil:lg the income and productivity gap between 

different sections of society &Di. different groups of w~rkers within developing 

countries. It emphasises the need for increasing the ind.us~rial sector's 

contribution towards the absorbtion for the unemployed am 'tllld.11re1111 .. loyed 

peoµle and advocates that the technology of production within th" ind.us'trial 

sector should be ad.cpteu to suit the t'actor endowment of the country concerned. 

Rural ind.ustria.15.ZP.tion projects are given high priority as a useful mechanism 

for a wider dispersion of income generated by the industrialization process 

and also as a contributant towards increa~ing participation of the mass of 

the po"'ltlation in the industrialization process. The Lima Plan o! Action 

argues that if imustrial development is to 11erve as a means not just for 

accelerating the rate of economic growth but for improving thl. qua.ii ty of 

life of the majority of tho people by fostering a wider dispersion of the 

fruits of economic growth, then the governments of the de;'Jloping countries 

will have to play a k:ey role in planning industrial development a.nd building 

institutions for the organization an:!. the suatainenc~ of the iniustrl..ll 

sector. It is sometimes believed that Governments have an ilrporta.nt role to. 

pl~y in the industrial development of the country concerned only if it opts 

for the import substitution industrialization strateg'J. This as Bela Kader 
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has argued is an erroneous view. ~ 'lhe role or the state is equall:r 

·.rital if the country seeks penf'tration into world :~ort markets as the 

case o~ South ~area and Taiwan amply demonstrates. ~f an export promotion 

strategy of industrialization is adopted the Go·1ernment 's ability to adopt 

the national banking system, to formulate an appropriate foreign exchange 

rate policy, to finance export promotion programmes, to co~rdinate capital 

imports with restructuring within the industrial sector and to skillfully 

participate in foreign economic negotiations are abs~lutely vital for its 

success. The Lima Plan therefore advocates that whatever the strategy of 

industrializatio.1 selected the governments of the developing countries 

must have at their disposal the ~eans for its effective articu~ation. They 

must exercise overall control over the industrial procesees and over the 

natural resources which the country possesses. 

The Lim~ Plan recognizes the important role that trade can plccy- as 

a stimulant of industrial expansion. It, therefore, calls for an expansion 

of manu!'actured exports from developing countries - particularly of trade 

in manufactures among developing countries themselves. It sees this expansio.n 

as an effec~ive engine for regional integration among developing countries 

and for a dispersion of the benefit a of industrial growth. Such integration 

will also require intergovernamental agreements on industrial investments. 

A~ far as the developed countries are concerned emphasis must be placed 

upo11 exploring possibilities for the redeployment of in'iustries to the Third 

World. Among the developing countries the Lima Plan implies that agree~ent 

shoul~ be reached on achieving a regional balance in the development of 

industry. There may for example be a planned allocation of t~~hnology 

in+.ensive ind'1stries to the resource rich countries and of ll.ght cons:uner 

goods industries to developing ~ountries with modest resource bases. The 

Lima Plci~· calls for the identification and development of "int,~gra.~ion 

industries" which can promote strong regional linkages and fost,~r economic 

complementarity . .!.4f/ 
UNIDJ ought to attempt to relate its involvement in the Jordanian 

industrialization effort in the context of the strategy outlined in the 

previous paragraphs. We have seen that J0rdan's industrial development 

has ma~e unpressive progress particularly since the e?.rly 1970s. The 

resource based industrialization strategy chosen c~a.s created significant 

• 

' 
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d]?l&lllism with:.n the economy and within the industrial sector in particula.r • 

.! ?D1Dlber of problems associated with this type of industrial polic.r ba.ve, 

howe7er, emerged. The Jordanian economy rema'\ns highly dependent on outside 

forces. Its need for external assistance has not been significantly reduced 

over the Five Year Plan period. The remittances of Jordanian expatriates are 

also of great importance am the dilemma. is that to reduce the flow or 

workers while relieving the skill shortages will lead to a major reduction in 

the availability of investment funds. There is a great deal of ancerta.inty 

above the disbursement of f orei.gn aid a.nd loans - disbursements do not always 

match comi., .. ments. Large capital requiremerts are necessitated by the 

i.ndustri.alizatioc. strategy which emphases tl.' undertaking of huge capital 

intensive proj~cts. Infrastructural developme.~d to sustain these projects 

have also to be corresi>Qndi.ngly large - thus Ilk.~ thcr.u S 200 million has 

been pledged for the Xaga.ril! Dam from US aid during the period 1979-81 • .!.il/ 
The large-scale development projects particularly in the industrial sector 

create difficult prohlems of policy implication an:l e~ecution for a.n over­

stretched. state bureaucracy - thus during the Five Year Plan there have been 

gaps in policy impiementation which will have a.n effect on growth realized 

within the sector during this period. According to a study of the Royal Scientific 

Society "two thirds of the way through the current development plan the main 

indications are that only about two-thirds of the annnal GDP growth rate target 

of 12 per cem bad bean met" •148/ :Moreover, accordi?li: to the Financial Times 

there is evidence to show tba t "imbalances in the regions of the countr-J a.nd 

jatween social classes have deteriorat~d" .!.~l/. T:ners is a heavy concantration 

in the Ama.n-Za.rqa area. The next develo~nt plan which is in the process of 

t'ormruation is reportedly concerned about regional income differentials. It 

aima at stopping rural emigratioa into Amman a.lld. in order to diversity e~onomiv 

activity it has evolv·ed. a regional strategy on the basiiJ of dividing the 

country into 5 developing areas. It will also have to tackle the problem of 

inflation which is causing serious difficultie.i for workers as well as private 

sector investors. 
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In view of these difficulties UNIDO should adopt its programme 

in Jordan for mee-~ing the following requirements: 

l. UNIDO must seek to promote t"egional industrial integration projects. 

The external dependence of Jordan is primarily a function of the 

smallness of the dol[astic market. There is & need to consciously 

plan for rela:ti.Dg the exploration of the natur&l resolU'Ces of Jordan 

to the develo~nt of a wider regional market. The growing economic 

co-operation between Jordan a.Di S,71'i.a a.Di between Syria aoi Iraq 

creates the possibility that "integration~ industries can be developed 

wit~ this region am com:pliment&rity can be built into the industrial 

development potential of these three countries. In both Syria am 
Iraq more than 50 per cent of the manufacturing value added is produced. 

by the light comramer goods industries. An imagi?lative prograllllle 'Jf 

~gional industrial development can b\lild important complimenta.rities 

betwffn the mineral based indu'ltries of Jordan, the petroleum based 

ind.wst?"'!.es of Iraq, the consumer based im.ustries and tbs large agr:i.­

cul tural resource development potential of Syria. UNIDO must seek to 

offer technical assistc1l1Ce for the identification of projects which 

have a.n integrat~ve potential ani for their evaluati~n and location 

within the region.2.2.Q/ This can most fruitfully be done in c.ropera.tion 

of IDCAS. A regional 1.:~tre for identification and evaluation of 

regional integrative projects based in Ammlu1 or DamasC'·.JB can be a 

useful start • 

2. Jordan should also be given as3istance in the development of its 

resource based im.U&tries. There is a need for a Survey of the world 

phosphate industry, its characteristics am potential for gro~h .l.51. 1 

and for identifying pl'.'Oblems related to the redeployment of processing 

activities from developed to developing coun~ries in this area. The 

potential be~efits of emphasis on processing to Jordan must be clearly 

identified (in ~arms of impact of this activity ~n lai.Jour requirements, 

transport costs, etc.). An attempt may be made to identify :ordan' s 

ma.i.u technological needs in this area a.nd to improve its capacity to 

negotiate favourable terms ~ith multLla.tionals that ca.n transfer this 

technology. In this conne~tion Crown Prince Hafls'!.11 Bin Talal's propos~ls 
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for establishing the Ellro-Arab Centre for Appropriate Technology in 

Amman may be followed. up. There is also a need to ~n·er support for 

Jordanian negotiations vi th Jm:s in connection with issues related 

to investment, repatriation of prof~ts and divestment, etc. 

3. OHIOO can also play a rale in attempting to i:-elate the la1'our migration 

agreement that Jo!'dan bas signei:! with a number of oil rich comrtriee to 

investment by these countries within Jordan. Aga.ia the central idea for 

such a schell8 was fotvarded. by Crown Prince Ha.'iean whc suggested the 

crea.tion of an Intel"!l&;ional Labour CompellS"tory Facility on an inter­

national basis. Such a scheme is mo:t"e likely to ie feasible within a 

regional context and if the "compensation" for labour is related to 

productive industrial sector investments which integrates the economy 

with.:n the region concerned. ONIDO can therefore follow 11.p thi3 suggestion 

by proposing this form of co-ordination between labour outflow and inVest-

148?It inflows in specific projects • .lli/ 
4. There is also a need to provide prc,ject and tecr.nical a.ssista.nce for 

the development c.f the small-c.cale trad.i tional se-:tor enterprises in 

Jordan. Fostering the development of this sector i.'3 important for its 

growth can create backward. am forward. linkages within th'! economy 'ln 

the on~ hand and on the other hand it can promote a more equitable 

distribution of income and weal th. Providing state encoumge~ent to this 

sector is also essential in order to preserve Jorda.n's r~servoi1· of 

indigenous entrepreneurial talent. As we have shown previously import 

substitution capacity can be created by appropriate Govenunent policy. 

UBilX> should outline a programme for the development of this sector 

preferably in collaboration vi th the Jorda.nian Industrial Development 

Bank which is already involved in t!'iis field. 

'Most of tmIDO' s existing projects in Jordan are related. to the mjor 

industrial schemes already underway. UBIDO might also play an important 

role in suggesting to Jordan an industrial strategy which ia in accordance 

with the Lima Plan and which. can allow ~er to effectively deal with 

some of the pro~lems that have arisen as a consequence of the implementation 

of the present industrial strategy. 

J 
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in 1975 but its share in manufactures export earnings fluctuated 
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of tot&! earnings from manufactures exports. 

19. Jordan ha.a agreed to pay market price for crude oil imports from 1975. 
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labour force. 

26. Economist Intelligence Unit, Syria, Jordan, Annual Supplement 1978, 
p. 25. 

21. Marto. An Economometric Money. Sv.pply Model for Jordan, Royal 
Scientific Society, Anunan, 1974, p. 46. 

28. For an analysis of the sources of monetary expansion in this period 
see The Economist Realitiesj Jordan 1976-77, Royal Scient~fic 
Society, Amman, 1977, p. 1~-14 and p. 17-20. 
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APPENDTX 

ENCOURACEMENT OF INVESTJENT LAW No. 52 OF 1972 

as amended by amending Lav lio. 60 ot 1973 piblished 

in the Official Gazette No. 2460, November 15, 1973 

Sections of the Lav pertaining to definitions of economic projects 

and approved economic projects (sections 5 and 6 ), various exemptions 

from taxes and other charges (sectio~ 13-20) and facilities ar.d 

guarantees (sections 21-27) are reproduced below: 

Chapter I 

PROJECTS 

Section 5. Provision for Economic Project 

For the purposes of this Lav a project shall be declared 

to be an "economic project" provided that it fulfilis the 

following conditions: 

a. Is identified with the goals or the general plan or eco­

nomic development, and approved by the g?vernment authority 

or authorities concerned; 

b. Contributed to the increase or national production, and 

its groBB value added be not leRs than 20 per cent of 

its cost; 

c. Contributes to the support of the trade balance or the 

balance or payments; 

d. Is approved by the Council of Ministers. 

Section 6. Provisio~ for Approved Economic Project. 

For the purposes of this Law a project shall be de~lared to 

be an "approved economic project" provided taat it fulfills 

the following conditions: 

a. Is an economic project within the sectors of industry, 



b. 

c. 
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tourism, housing, land reclamation or sea transport 

and approved by the authority or a•1thorities concerned; 

In the case of an industrial project, the ·.ralue of its 

machinery, tools and equipment shall be n· t less than 

JD 5,000; 

In the case of a tourism project, its cost shall b9 not 

less than JD 15,oco, cogt or land excludec; 

d. In the case or a housing or a land reclamation project, 

its cost shall be not less than JD 25,oco, cost of land 

excluded; 

ia. I~ approved by the Council or Ministers. 

Th~ Council of Ministers shall, after study the recommendation 

of the (Encouragement or Investmer.t) Cumm.L.ttee, grant an appro·red economic 

project ail of the fellowing exemptions: 

Chapter III 

EXEll.PTIOH FROM TAXES, FEES AND OTHER CHARCES 

Section 13. Exemption of Fixed Assets Imported for Creation of a Project 

from Customs Duties c.n Imports, Impor·~ Fees and all other 

Additional Charges. 

Exemption of fixed assets and the spa.re parts necessary 

thereto (provided thatthe value of such spare parts does 

not exceed 10 pe~ cent of the value of the fixed assets) 

imported into the Kingdom !or the purposes of the creation 

of a project from customs duti~s on imports, import fees and 

all other additional charges, provided that the owners of such 

a project shall submitt the application for exemption within 

three years from the date of the declaration of such a project 

to be an approved economic project in the Official Ga2'ette. 

Section 14. Exemptio~ of Fixed Assets Imported for Expansion, Development 

or Improvement of a Project from Customs Duties on Imports, 

Import Pees and all other Additional Charges. 

a. Exemption of fixed ass~ts imported into t~e Kir.gdom 

' 
l 

• 
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for the purposes of expansion, developnent or impro­

vement of an existing approved economic pr~ject from 

customs duties on imports, import fees and all other 

additional charges, provided that the value of such 

find aasets shall constitute not less tha.n 25 per 

cent of the total value of the originc fixed assets 

of such an existing pi o ject, 'Uld tbat the productive 

capacity, in the case of expansion, shall iacrease 

by not less than 25 per cent of the productive 

capacity of the said exis'ting project before the 

implementat~.Jn of the expansion. 

b. Su.bject tc; .,he provision of subsection (a) of this 

Section tte owners of the existing approved economic 

project sha:U submit the a)1plica~ ion for the exempt ion 

of fixed aaset9 from cuat<..mB duties on imports, i.mpc::"t 

fees and all other additional charges for the purpose 

of the expansion, development or improvement of such 

an existing project within one year trom the date of 

the consent of the Minister 'to th.et!" i.mpo::-ta·tion. 

Section 15. Condition as to Impcrtation of Fued Assets. 

For the purposes of carry'i.ng into effect the provisions of 

Sections 13 and 14, the fixed assets shall be imported into 

the Kingdom within three years from the date of granting 

the approval of exe~~tion. 

Section 16. Exemptions of Net Profits from Income Tax and Social Services 

Tax. 

a. Exemption of the net profits of an approved economic 

project from income tax and social servic~s tax for a 

period of six years. If that project fulfills one of the 

following two conditions the period of exemption shall 

be extended to nine years: 

1. If it is owned 'ay a public shareholding limited 

company; 

' 
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2. If it is created outside the Capital Governorate. 

b. The period of exemption shall be effective on the date 

o~ ~ommencement of production, provided that the period 

of i.ntplementation of the :91'0ject shall not exceed three 

years. In the case of a. project the implementation of 

which req-iirea more than three years the Council of 

Ministers 11183', on the rdcommendation of the Committee, 

extend the period of implementation. 

c. If the implementation of the project exceeds three years 

or exceeds the period ertended 'by the Council of Minis­

ters, the period in excess shall be d.eciucted fro111 the 

period of emmption mentioned in subsection (a) of this 

section. 

Section 17. Additional Exemption of Net Profits from Income Tax and 

Social Services Tax Following Expansion of a Project not 

Owned by a Public Shareholding Limited Company and Created 

within the Capital Gcvernorate. 

Following +.he expiry of the period of exemption as stated in 

Section 16, the existing approved economic project may bo 

granted additional exemption from income tax and social 

services tax on 25 per cent of the net profits of such an 

existing project following the implementation of the expan­

sion, for a period of three years from the date of such an 

implementation provided that the value of the fixed assets 

imported for the purposes of the expansion shall constitute 

not less than 25 per cent of the total value of the original 

fixed assets of the said exist in.; project. 

Section 18. Additional Exemption r£ Net Profits from Income Tax a.nci 

Social SArvices Tax Following Expansion of a Project Owned 

by a Public Shareholding Limited Company or Created out­

side the Capital Governorate. 

If the existing project referred to in Section 17 fulfills one 

of the following two conditions, the e:xen1ption from the said 

' 

't 

• 
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income tax ar.d social services tax shall be for a period of 

four years from the date of the implementation ~f the e:xpasion: 

1. If it is OW!led by a public shareholding limited company; 

2. If it is created outside the Capital Governorate. 

Section 19. E:c.emptioJn of Buildings and Lands Owned by a. Project from 

Building &!lei Lmd Taxes. 

Exemption of the buildings and lands ~ lich a project acqui­

res to the extent they ar~ used for its parposes from building 

and land taxes for a period of five years from the date of the 

declaration of such a. project to be an approved economic 

project in the Official Cazet+:e. 

If the approved economic project fulfills one of the follow~tg 

tvo conditions, the exemption from such taxe3 shall be for 

a period of seven yea.rs: 

1. If its is c.vned by a. public shareholding limited company; 

2. If it is created outside the Capital Governorate. 

Sect ion 20. Grant of all or part of Exempt ions Stated in Sect ions 13 

through 19 to an Economic Project. 

The Council of Ministers shall, after stuctring the I"ldCom­

mendation of the Committee, grant csn economic project all 

or part of the exemptions stated in Sections 13 through 19. 

Chapter IV 

FACILITIES AND GUA.RAN'!EES 

Section 21. Grant of State Land to an Approved Economic Projdct Created 

outside the Capital Governorate; Cancellation of Grant. 

Notwittstanding anything contained in th~ Administration of 

State Property Law No. 9 of 1968 and in a.n,y other law which 

may amend or supersede the said Law the Council of Ministers 

may, on the recommendation of the Conunittee, grant, free of 

charge, an approved econ .1ic project created outside tht! 

• 
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Capital Governorate, tracts of State land necessary for its 

purpos~~ pro~ide1 that such tracts shall be delimited to meet 

ita indispensable re'lllirements. 

If such a project is not cre~ted outsid~ the Capital Governo­

rate or, if created, is subsequently transferred or liquidated, 

the ownership of such tracts of State land shall revsrt to the 

State and Ehall not be transferred otherwise, and the value 

of the said tracts of land sha~l not be added to the capital 

o: :..he project. 

Section 22. TI·eatment of Arab, Foreign .ind Domestic Capital Equally. 

a. Arab and forei.Bn capi~al invested, under the provisions 

of thi~ Lav, in any GConomic project or approved econo­

mic projact in the Kingdom, whether the invest~ent as 

such is independent of domestic capital or Ll parti~ipation 

therawith, shall be accorded treatment equal to that 

accorded to domestic capital. 

b. The GOvernment shall guarantee to L•ab and foreign 

capital enjoyment of al~ the e:D!mptions and facilities 

granted to it under the :provisions of this Lav, as well 

as guarantee the non-diminution of, and non-encroachment 

on, such exemptions and facilities under any subsequent 

legislation. 

Section 23. Appraisal of Value of Arab and Foreign Capital when in Form 

of Intangible Rights or in Kind. 

If the Arab or foreign capital imported into the Kingdom is 

in the form of intangible rights O"C" in kind the Committee 

sha.11 reappraise and determine the value of S".ich capital 

within a period of three months from the date of its impor­

tation into the Kingdom by mean6 of examination of the 

docume~~relating thereto, study of world market prices and 

consultation with experts. 

Section 24. Facilities tor Transfer of Profits and Interest outside the 

Kingdom. 

' 

• 
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Subject to the provisior.s of Foreign Exc~ange Control Law 

No. 95 of 1966, and to any other law which may amend or 

SU:pf!rsede the said La•, the Committee shall examine the 

application.G for the transfer outside the Kingdom of the pro­

fits and interest which accrue from the Arab or foreign 

Capital imported and invested in the .ICi.ngdom under the 

provisions of this Lav or an::r previoue legislation and take 

the measures necessary to facilitate c~d expedite th~ 

transfer thereof. 

Section 25. Facilities for Transfer of Arab and Fore~ Capital outside 

the Kingdom. 

a. The Co11111ittee shall Gppro~ the transfer outside the 

ICingdom of the Arab or foreign capital imported and 

invested in the Kingdom under the provisions of this· 

Lav 01" any previcns legislation in three equal annual 

instalments a!ter the lapse of two years t'rom the date 

on which the project in which such capital is invested 

begins production. 

b. lfotwitW!tanding anything contained in subsection (a) of 

this Section the Coaaittee may, in special cases, approve 

the tranLfer of the Arab or foreign capital outside the 

fCi.ngdom without regard to the periods or instalments 

stated therein. 

Section 26. Foreign Exchange Control Law. 

a. The transfer of Arab or foreign capital to or outside 

the 1Cingdol!l shall be 1n1bject to the provisions of 

Foreign Exchange Control Lat1 No. 9r:; of 1966 and to any 

other law which ma~ aaiend or supersede the said Law. 

b. The transfer of profita, interest, Arab or foreign 

Capital outside the Kingdom shall, subject to the approval 

of the Central Biink of Jordan, be effected in the 

currency in which S'.l.Ch capita.! was imported or in any 

other convertible !oreign currency. 
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Sect ion 27. Transfer of Salaries and Compen~a.t ion of Non-J' ordanian 

Employees outside the Kingdom. 

a.. Non-Jordanian "!mployees who hold technical or adminis­

trative position~ in projects in the Kingdom may, 

subject to ~he approval of the Cormnitte~ and in the 

ma:mer which the Central Banlt of Jordan . ·a::1 determine, 

trans!er out aide the ICi.ngdom 70 per cent o t their 

salaried a.nd compensation for termination of service. 

b. Sotvithatanding anything contained in subsection (a) of 

this Section, ,,uch non-J'oruanian employee.3 may. subject 

to the apriroval of the Committee and in th'! mamier which 

the Central Bank of Jordan may determine, transfer 

outside the Kingdom the full amount of compensation 

for ';erminat ion of ser·rict~. 

II 
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