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EREFACE

The International Centre foir' Industrial Studies,
Regional and Country Studies Section, has undertaken,
under its 1978-1979 work programse, the preparation of
a series of Counvry Industrial Development Profiles.
These pz'ofii.es are desk studies, providing statistical
and economic analyses of the industry sector, its growth,
present status and future prospects. It is hoped that
the profiles will provide analyses of use to programming
technical assistance, industrial redeployment and

investment cc-operation activities.’

This profile on Jordan is based on documents, reports
and studies available at UNIDO Headquarters. No field
survey has been undertaken and some of the data on industry
are not up-to-date.

The views or comments contained in this document do
not reflect those of the Government of Jordan nor do they
officially commit the United Nations Industrial Development
Organization to any particular course of action.

This profile has been written by Javed Ansari, UNIDO
consultant.
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EXP.LANATORY NOTE

References to dollars (8) are to United States dollars, unless

otherwise stated.

The monetary unit in Jordan is the Jordanian dinar (JD). Currently
1 JD = 3.445 $ (Approximate - since 1975 the JD has been ‘enged to the
SIR).




SUMMARY AND CONCLUSIONS

Upon the partition of Palestine and the end of British rule in 1949,
Jordan became an independant country. Immediately following independence,
and again after the June war of 1967, which resulted in the loss of the
West Bank, Jordan faced severe economic and social difficulties but on
the whole the country, witk a 1977 population of about 2.9 million
(including 0.9 million living in the West Bank) aid per capita GNP of
(current) $ 710 (World Bank data), has experienced a fairly high rate of
economic growth. More than mo3t courtries, Je~dan's economy reflects the
state of political relations with neighboring countries; on the one hand,
Palestinean ra:fugees have been a major source of skilled labour and
substantial investment funds have come from oil-exporting Arab countries
and, >n the other aand, skilled labour and manufactures are exported to
tho Arab countries. Jordan has consistently followed a market oriented
davelopment strateg-, open to privaie entrepreneurship and to external
trade and investment, mixed «ith public and join% ven.ures for sume large

projects.

The share of value added in manmufacturing and mining in GDP rose
gradually (but not very steadily) from 7.7 percent in 196C to 15.8 in
1¢75 (or about 12 - 13 percent exclveding mining),but growth rates of the
gsactor varied widely from year-to-year. Industry in Jordan is largely
minerals based. Petroleum refining, basic metals and chemicals grew rapid-
1y from 1960 (5 per cent share of mamufacturing and mining) %o 1976 (32
percent). The 1976 share of mining was 19 percent and basic metals took
12 per cent of the total. In all of these sectors, large export-oriented
firms, mostly joint veniures or publicly-owned, predominate. The share of
food, beverages and tobacco waz 17 per cent and the share of lextiles,
apparel, leather and footwear 15 per cent. The proportion of the labour
force engaged in manufacturing grew slightly over the period 1960-1976 to
reach almoet 9 per cent in the latter year. Manufactured imports came
largely from the OECD countries and manufactured exports went almost entirely

to Arab countries.

In the future high rates of growth are expected in chemicals, petro-
leum refining, mining and quarrying, non-metallic minerals, vesic metal

products and electrical machirery.




UNIDO's involvement in the industrialization o¢ Jordan is
rather limited at mesent, but future assistance will need to focus
on regional industrial integration projects, development ol resource
based industries, investments related to the labour migration agreement
between Jordan and some of its neighbours and development of small-
scale traditional enterprises.




Chagter 1

ECONOMIC BACKGROUND

Pattern of =conomiz development

The Hashmite Kingdom of Jordan was established irn 1949. Its total
area comprised or 97,500 square kilometers. After the June Wer of 1967,
6,000 square kilometers were lost to Israel. Since its establishment the
Jordanian State has been experiencing severe economic and social diffi-
culties. Following the partitioning of Palestine in 1949, Jordan had to
absorb a refugee iaflux whica tripled its population in the course of
a few months. In 1950 it had a population of about 1.2 million and a
meagre resource base. The cultivable area amounted to no more than 9 per
cent of the total area of the country. On the East Bank the cultivable
area vas only 6 per cent. There was, however, substantial deposits of
high grade phosphates i~ the East Bank and mineral salts in the Dead Sea.
In the early days of its independence, Jordan was heavily dependent on
imports (which amounted to over 20 per cent of GDP) but found its sources
of commnication and transportation with its major trading partners dis-
rupted due to the estrangement with Israel. It had to completely re-route
its trade on the one hand and to find means for financing its rapidly in-
creasing 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. 1 GDP at constant prices was estimated at about 8 per cent by
the National Planning Council.

The Council. in its discussion of Jordan's developmert (Five Year
Plan 1976-1980) 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-economic 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 wanufacturing cement,
vegetable 0il and petroleum based products. During this period the
gservices sector graw at a rate of over 12 per cent per annum which was
roughly equivalent to the rate of expansion achieved by industry and
significantly faster than the rate of growth of agriculture. The
latter grew at a rate of only 2 per cent per ammunm.

During this period gross capital formation increased from
constituting 11 percent of GDP in 1954 2/ to over 18 perocent in 1961-1962
- with private sector investment being twice as large as public investment.
Private investment was divided in equal proportion between manufacturing
inputs, construction and transport equipment. This investment growth
contributed significantly towards an increase in Jordan's trade deficit
from JD 17 million 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
from 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 percent in 1961. The Jordanian Government stresses (and the
World Bank con{irms) that the period 1950-1961 was characterized by price
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 percent per annum". Q/

This relative price stability was maintained during the period 1961-
1966, which saw the introduction of the First National Development Plan. 5/
Its main aims were: (a) to achieve an annual growth rate of 7 pe cent in
GNP, and (b) to substantially reduce the trade deficit and Jordan's depen-
dence on foreign aid. The pericd 19362-1966 saw the Jordanian economy
expaciing rapidly; GNP increased at a rate of 9 percent per annum, real
CDP per capita grew at approximately 3 percent pev annum. Furthermore,
agricultural incomes rose at an annual rate of 6 percent - a marked improve-
ment over its previous performance. Industrial expanerion 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 per cent, sim-
ilar to the level achieved in the las’ years of the 1950-1961 period, but
the composition of gross fixed capital forma.ion changed significantly.

-
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In the period 1952-1966 public sector investment accounted for a large
preportion of domestic capital formation; its rate of growth was twice
as high as that of private sector investiment. Public sector investment
was concentrated in the construction sector and in socio-economic
infrastructure development. Public sector investment was relatively
capital intensive and an expansion in the public sector was accompanied

by a significant increase in the incremental capital-ocutput ratio.

The second major target of the Pirst Plan proved more elusive.
There was a contirmous ‘.crease in the trade deficit é/ but there were
some encouraging changes in the import and export structure. Consumer
imports as a portion of total imports declined by € percent cver the
period 2nd nov-agricultural exports increased their share of total
exports by over 11 per ent. Governmeni reliance on foreign assistarce
was also recduced. The ratic of foreign aid to total g.vernment receipts
declined by 10 percent ove: the period 1361-1966. The Government continued

to rely heavily on infirect taxes as a major source of its domestic revenue.

The period 1967-1972 was marked by a serious curtailment of the
development effort. The Iaraely occupation of the West Bar meant that
Jordan had to absorb over 400,000 refugees. This was :wccompanied by an
increase in milit. .y expenditure. There was a collapse of confidence ir
the private sector and its investment was substantially arfected. There
was contraction in both agricultural and industrial income aid a marginal
expansion in the service:z sector. In order to offset the recession Govern-
ment public sector svending increased rapidly. Public czpital formation
was concentrated in the construction and public work sector and in infra-
structure development. Government consumption and investment, along with
a rapid inf?’ow of Arab financial 2ssistance, fuelled inflationary pressures
within the Jo: ianian economy. Money supply increased to an annual -ate
of over 10 per cent during the period 1967-1972; the cost of living index
increased by 30 per cent over this periocd and "this led to a decline in
per capita income". -8-/ The balance of payments position tdrsened with a
decline in tourist income and in net factor income remitted from over-

seas. Goverrament reliance on foreign assistance /-creased significantly.

-
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In 1972 the Three Year Development Plan was inaugurated. It aimed
at an annual GDP growth rate of & per ceni per annum, a reduction in the
trade deficit ar external dependence and the creation of fO thousard
new jobs to absorb the expanding labour force. The annual growth rate
in real GDP has been of the order of v5.9 per cent over the period 1972-75;
prices increased at a rate of 10 per cent per annum - most of the price
increase originated in the agricultural sector, whe-z value added actually
declined at 1 per cent per annum. On the other hand the industrial sector
¥raw at a phenomenal rate of over 23 per cent per amnnum - mainly due to
expansion in phospbate produciion and in the construction industr. Gross
capital formation amounted to 31 per cent of (DP during this period. Public
sector investment accounted for almost 45 per cent of gross capital
formation. Most of this was concentrated in construction and transport.
The construction sector accounted for 67 per cent of %total investment
during the period 1373-75. The capital intensive nature or the investment
undertaken duriag the Three Year Plan period is indicated by the fact
that the incremental capital-output ratio had an estimated value of 5.1

in the 1973-73 period as against a value of 2.6 in 1966.

The trade deficit increased significantly during the 1973-75 period.
Imports rose at an average of 2{.5 per cent per amnum and there was 2
trade deficit/GDP ratio of about 48 per cent in 1975 - this dc pite a rapid
increase of commodity exports from JD 12 million in 1973 to JD 51 million
in 1975. A large increase in capital transfers and in net factor income
from atroad was sufficient to offset the trade deficit during this period,
The Government remained dependert on foreign assistance and obtained loans
for financing almost 50 per cent of its expenditure during this period.
The major sources of the Government domestic revenue were indirect taxes,
income from public propert;y and investrents. Plan implementation proved
a difficu’* task. There were undue gZaps between project authorizatisn and
implementationg/ Many plan targets were not reached - particularly the
employment targel of creating 70,000 new jobs. levertheless the Three Year
Plan pl2yed an important part in rejuvenating the economy and ziving a
sense of direction and purpose tothe public secter involvement in the

1
deve looment process.~—/
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The Jordanian economy today

In Table 1 the main structural characteristics of the Jordanian

economy are described. Statistics are given for the latest jear for

which information is available at UNIDO Headquarters. The following

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

1.

Jordan may bg classified as "a small countrv with modest

12/

The population is concentrated along the river Jordan in an area

1 . oy
resources";—it has a population just exceeding 2 million.

comprising only %.1 rer cent of Jordan's total land mass. The
population is highly urbanized with over two thirds living in towns.
Over 60 per cent of the total labour force are in the service sector.
The public sector employs cver 45 per cent of the labour forceglégri—
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 particularly since 1367 has induced

a large {low of immigrants.AThere are signs that the level of immi-
gration is Yikely to declinpe significantly%é/and although this

ray be help as far as = shortages of sirilled workmen are
concerned, it is bound to have serious consequences for the balance
of payments - foreign remittances from overseas workers have been
high. Moreover the low unemployment rate mar be scmething of a
statis+tical illusion for the high rate of irural emigration to the towns
indicates that there is consideratle underemployment within the rural

sector.

The economy has been expanding - but expanding erratically. The trend
growth rate of real GDP as estimated by UNIDO has been about 5 per
cent over the period 1973-76 - however, there have been very wide
fluctuations in GDP growth. In 1973-74 it recorded 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 CDP growth rat~ which is two and
a half times greater than the growth realized over the period 1373-75.
The Vorld Bank estimates that an annual growth rate irn the region of

8 per cent ma; not by berond the economic camacity of Jorda.j /This

acceleration is crucially dependent on maintaining a nigh level of gross




Table 1. Structural

Characteristics of the Jordanian Xconomy

Category Value Latest year for
which information
is available at
UNIDO —

1. Population 2.018 million 1976

ta. of which urban 67.6% ° 1976

2. Total labour force 390,000 1979

2a. Rate of unemployment 2.1%

3a. Proportion of labour force in

agriculture 16.3% 1976
3b. Proportion of labour force in

mining 0.73% 1976
3c. Proportici. of labour force in

manufacturing 8.80% 1976
3*, Proportion of labour force in

construction 10.26% 1976
3e. Proportion of labour force in

services (personal and government) 36.67% 1976
3f. Proportion of labcur force in trade 17.14% 1976
3q. 1] L " " L]

transport and communication 8.31% 1976

4. GNP in constant 1970 prices 325 m. JD 1976

5 GDP " w " " 254.89 m. JD 1976

Sa. Private firxed capital formatjion

as % of GDP 17.93% 1976

Sb Public fixed capital formation

as % of GDP 14.12% 1976

5c. Import coefficient 84.74% 1976

5d¢. Export coefficient 24.86% 1976

Se. Agricultural value as % of GDP 13.10% 1976

5f. Industrial nooowown 27.71 % 1976

5q. Manufacturing " " * " ¢ 20.2 % 1976

5n Construction " " " u 6.2 % 1976
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Table 1 (continued)

Category Value Year
5i. Trade value as % of GDP 17.6 % 1976
5j. J‘ranspert " " ot m  w 2.4 % 1976
5k. Other sectors value as % of GDP 27.6 % 1976
6a. Rate of growth of GDP 4.9 % 1973=76
6b., " " " " agricul value 4.3 % "
6c. "™ M m n ingygt-qal " 31.8 4 n
6d. " " " " manufacturing value 31.8 4 "
6e. " n " " coastruct. " 0.8% "
6. " " " " trade " 1.1% "
6g. " " " * transport " 10.8¢% "
6n. " n " " osher sectors " 4.8 % "
Import Sources _
Ta. West Zurope's share of total imports 48.45% 1975
7b. North America's " " n " 13.324, "
7c. Japan's nowow n 10.00% "
7d. Arab countries " " " " 8.53% "
Export destina.ti,ona
8a. Arab countries'share of total exports 50.17% 1975
8b. West Europe's " " " n 11.97% "
8c. East Europe's " " " " 19.23% "
8d. Semi-industrial Asia's 5.51% "
Composition of Exvorts
9a. Phosphatus share in total exports 4).07% "
gb, Manufactured goods share in total expats 3.35% "
gc. Misci ™ " noon e " 3.26% "
9d. Fruits and veg. " " " " " 20.87% "
Composition cf imports
10a. Mackinaery and trans. equip. as share

of = imports 31.63% 1975
10b. Manufactured goods as share of & imp. 19.16%
10c. Food and live animals " "now o 21.11%

1024. Crude oil " Moo oon

9.74%
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Table 1 (continued)

Category Value Year

Terms of Trade (1969 = 100)

11a.
11b.
12.

13.

14.

Net Barter (Commodity) terms of trade 105.54 1974
Income terms of trade 122.1 n
Ratio of experditure on consumption and grose

domestic capital formation to GNP (at market

prices) 127.4 1975-16
Foreign borrowing as % ol total financing

requirements of central Govt. budget . 85% 1976
Debt-service payments as % of total export

earnings 5% 1975

Central Government Budget

15a.

15b.

15¢c.

16.

17.
18.

Receipts from indirect taxes as % of total

governnment revenue 45.6% 1976
Receipts from government property etc. as

4% of total government revenue 42.89% 1976
Total foreign receipts as % of total -

government budgetary receipts 51.31% 1976
Money supply 218.5 m. JD 1975
Rate of growth of money supply 28 % 1974-1975
Cost of living index (for all groups in

Aman. 1967 = 100) 220.9 1976

Sources: National Planning Council Five Year Plan for Economic and Sccial

Development, Aman, 1976.

Warif Azar.lLong Term Prospects of Industrial Development in
Jordan, UNIDO/ICIS 37, 16-8-1977.

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

Azar:The Economic Realities Jordan 1976-1371, Royal Scientific
Society, Aman, 1977.

capital formation. As Tabls 1 shows, gross capital formation (CKF)

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

and 14 per cent for the public sectcr - an overall CFK/GDP ratio

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

required GKF/GDP ratio for the period 1976-1980. The essentially market
oriented strategy of the Plan is given by the fact that the pr<—ate gector

investment which constitutes roughly 135 per cent of ..*-' planned invest-
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ment is to be concentrated in the rapidly growing secliors of the

economy .

Tabie 1 indicates that the industrial sector (mining, manufacturing

and construction) has beer the sost dynamic sector of the Jordanian
economy. It averaged a trend growth rate of almost 32 per cent per
amnum over the period 1973-1975. The indusirial sector accounts now
for 28 per cent of the GDP ard employs more than 20 per cent of the
labour force - manufacturing accounts for 20 per cent af GDP and employ=s
10 of the total labour force. As against this agriculture produces
roughly 13 per cant of the GDP and employed about 16 per cent of the
labour force. The rate of growth of agricultural production for the
period 1973-1975 was of the order of 4 per cent per anmum - a consid-
erable improvement over the performance over the previous 5 years.
Increased 2gricultural production is vital for the success of the Five
Year Plan 1576-1980, which aims to strengthen Jordan's agricultural
base by large investment in irrigation projects. Of the total public
sector investment during 1976-1980, 28.63 is earmarked for agricultural,

- irrigation and vater resources development projects. As against this,

rublic sector investment in manufacturing is virtually non exiatent

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

It ic evident from Table 1 that the Jordanian economy may be described
as an open economy heavily dependent on the foreign trade sector. The
import co-efficient is as large as 84.75 per cent. There is a huge
deficit on visible trade which is financed mainly through borrowing
and worker remittances. One measure of external sector dependence is
the ratio of expenditure on consumption and gross domestic cazpital
formation to GNP. 1§/ The value of this ratio was 127.4 for 1975-1976.
Vasi Azar has shown that this raiio had declined substantially during
the 1962-1966 period but in the aftermath of 1967 and 1973 conflicts

Jordanian dependence on the external sector has once again increaaed.ll/

The character of Jordan's foreign sector orientation is demonstrated
first of all by the ztructure of her exports and imports. Jordan's
exports consisted of phosphates (which contributed 40 per cent of
total export earnings), fruits and vegetables (whose contribution was
21 per cent) and manufactures (11.6 per cent, of which exports of

cement accounted for a large share). éé/ Imports consisted mainly of
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zachiner- and transport equipment (31.6 ser cent of total import
expenditure), food (2lper cent) and materials based manufactures,
(19 per cent). From 1374 a shift in Jordan's import structure is
clearl s discernable. There is a persistent increase of capital
goods in total imports. Similarly there is a corresponding increase
in manufactures share of Jordanian export<e.

Table *. shows that Western Burope and North America are the
ma jor sources of Jordanian imports - together the- account for over
6C pver cent of total Jordanian imports. However, the - are by not means
so ilmportant ~s markets for &orﬂanian exports - West Zuropa purchases
12 per cent of total Jordanian cxports amd North America accounts for
less than 0.9 per cernt. The major markets for Jordanian exports are
the Arab countries of the Middle East and North Africa which together
purchase more than half of her experts and Zast Zurope whose share is
about 20 per cent. Jordan's penetration of *the Arab market is a
considerable achievement and illustrates scope for fruitful joint
ventures in promoting regional co-operation ard integration. Jordan
also does a brisk-trade with the "Semi-industrialized" nations of
South and South Zast Asia and sooner or later there will be
opportunities for sutstituting high cost capital intensive investment
good imports from the ijest with cheaper amd perhaps technslogically
more appropriate capital equipment from the Asian industrializing

countries.

The worsening trade balance does not iriicate any general adverse
movenents in Jordan's terms of trade. Phosphate prices have “een
strong in the middle 1970s and ®spite the rapid rise in the price

of manufactured imports and crude oil;azthe net tarter and the inconme
terms of trade showed scme improvement in 1974. Like most other indices
of Jordan's economic structurg movements in the terms of trade indices

- , , 20/
also show wide fluctuations from .ear to year.=—

As mentioned earlier tne main sources of financing the trade deficit
are foreign borrowinigs and zrants on the one nhard and workers!'
remittances on the other. The twc items have generall;, teen large
enough to ensure that the overall balance of pa-ments is surplus and

intermational reserves are maintained at a reasonabl- high level.
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This has generall: ensured tne sirength of the Jordanian Zinax which
remains a relativel - strong regional currencrélj Since the early 197Cs
inflow of foreign capital has been of the order of about 3 25 mililion

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

$ 10 million was made irn the Housing Bank, the Jordan Ceramics Company

and ir tne textile industrygg/'rhe Jordanian Goverrment encourages foreign
investment and the Five Year Plan estimates that foreign investment inflows
of about JD 67 million will be required for the private sector during
1976—8032/'Foreign investment is likely to be concentrated in mining and

manufac%uring.

Budget support grants and foreign loans are important constituents of
total fiscal revenues. Por 1976 foreign borrowing and receipts represented
52 per cent of total government revenue and the former constituted 80 per
cent of the finances required for meeting the overall budgetar;” deficit.,
Moreover, there has been a significant increase in the Government's
terdency to resort to foreign borrowing for finan:ing the budget deficit.
Thus the average ratio of foreign borrowing to Aeficit for the rears 1973
and 1974 was 1.4 but for 1975 and 1976 this ratio has risen to 4.75.25/
Non-bank domestic borrowing also represents an imcortant source for
financing the budgetar; deficit. Domestic revenue receipis have been
rising, and although due to an expamded corporate tax base the share of
direct taxes in total domestic revenue has risen, the bulk of revenue
receipts are derived from indirect taxes and from earmings on government
property. Government expenditure has risen faster thar revenue due to
inflationary pressure on salaries of government employeesgif;nd the in-
creased costs associated with infrastructure investment. Current ex-
penditure as a ratio of GDP has remained statle at a level of about

38 per cent over the period 1973-1975.

Since 1973 inflationar pressure has bteen strong. The Aman cost of
living index has been rising at a rate of about 13.5 per cent ver
annun in this period. The main factor benind this increase seems to

be the rise in the price of food; expor: demand for which has teen ex-
sanding. Money suoply (i.e. currenc~ ir circulation and demard 1eposits
increased from JD 1319.29 million to JD 314.79 wmillion over the seriod

1373-1377 - an annual averagze growth of over 31 p2r <ent dut there 1is
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evigence that since 1975 this expansion has teen of the order of

/

about 22 per cent.™  Zconomists stressed "the domination of the
(Jordanian) monetary system by foreizm assets".gl’ Accurulation of
foreign assets has provided the mcst important impetus for commercial
tank. credit expansion. Since 1973 the Govermment has tried to limit
credit expansion and has exercised selective credit control. These
neasures have not had an adequate impact and private sector credit
(especially to the comstruction industry ard to *trading nterprisec)
has tended to expand rapidly%g/

Three outstanding features of the Jordanian economy need special
attention: a) its resilience and capacity to absord severe shocks and
disruption; b) the wide fluctuations that characterize the level of
economic activity and c¢) theopenness of the economy and its responsiveness
to changes in its imfermational trade and investment environment. This
opennegs constitutes a challenge as well as an opportunity - as has been
demonstrated in so many other cases where small, rssource poor nations
have consciously used the external sector 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 dependence on foreign assistance -
this is an important objective of the Five Year Plangi/ - and on the
other to promote regional co-operation and take due advantage of inter-
national trade and investment opportunities. Attaimment of these ob-
jectives will determine tha extent to which the resiliance of the economy
can be strengthened and oscilations 1irn the level of economic activity ve
reduced. Assessment of sectoral policies amd performance must be based on
the basis of the contribution that the sector concerned can (potentially)
make towards increasing the resilience of the Jorianian economy and re-
ducing its vulnerability to unforeseen and uncontrolable developments

/
within its internatioral environment.ég'
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Chapter II

STRUCTURAL CHANGE IN THE INDUSTRIAL SECTCR

Rate and form of industrialization

We have sez2n in the previous section that the rate of industrial
growth in Jordan in the period 1549-1961 had been abowt 13 per cent. 2+
By 196C it accounted for 12.7 per cent c¢f the gross domestic product.
As Table 2 shows by 1975 this share had risen to over 23 per cent - the

share of mamufacturing rising to 15.3 per cent of GDP. Industry's share .
.n total employment had risen at a much slower rate from 16.3 per cent

in 1360 to 19.8 per cent in 1976. The share of manufacturing in total

employment increased from 6.3 per cent in 1960 tc 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 was capital intensive and if the flow of skilled and un-

skilled workers from Jord=n was to significantly reduced, the manufac-

turing assctor would have considerable difficulty in abscrbing therm.

Table 2. Share of the Imdustrial Sector in GDP, 1960-1975
(at 1970 prices)

Year Mining and Manufacturing Construction Industry (cols.1+2)
1960 7.7 5.C 12.7
1361 3.0 4.0 12.0
1962 7.4 5.7 13.1
1963 3.0 5.2 14.2
1964 3.3 4.0 13.3
1965 10.7 5.2 15.9
1966 11.5 6.2 17.7
1967 9.9 4.9 14.3
1966 11.93 6.1 18.0
1969 11.6 563 16.9
1976 11.2 3.3 15.1
1971 10.7 4.4 15.1
1372 10.93 6.2 17.1
1372 11.3 3.1 17.3
1974 15.4 6.3 22.2
1975 15.3 7.5 23.3

Source: ‘Jasif Azar. Lonz Term Prospects of Industrial Tevelooment in
Jordan. UHIDO/ICIS. 37. Vienna 1377, p. ld.
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lloreover, Taole 3} shows that the rate of growth of manufacturing
output has been highly uneven. It has ranged from 55.24 per cent in
1974 to -28.3 per cent in 1970 - there have been negative growth rates
in 1962, 1967, 1370 and 1976. Zxcluding the two abnormal -ears 197C and
1974 ég{ the rate of growth in manufacturing value added since 1969 has
been about 4.7 per cent per annum; this is appreciably lower than the
growth rates during the early 1960s, but then the industrial t-se was a
relatively small cne and high growth rates were almost inevitablz. Fowever,
there . is little doubt that in recent yeirs expansion of the mamufacturing
sector has been particularly affected by the lags between project formulation

and implemer.tation.

Table 3. Rate of Growth of Manufacturing and Mining
Value Added in Jordan, 1360-1976

Year Value Added a8/ Rate of Growth
1960 - 9.30

1961 11.80 2s.8
1952 10.60 -10.7
1963 14.10 33.0
1964 16.30 15.6
1965 20.00 22.6
1966 21.30 6.5
1967 19.70 - 7.5
1968 22.50 14.2
1969 23.90 6.2
1970 17.00 -28.8
1971 17.50 2.9
1372 13.20 4.0
1973 20.00 9.3
1974 33.19 65.94
1975 35.00 - 5.4
1376 34.30 -0.25

Notes: 2/ Value added in JD million at 137C market prices

Source: Azar: Longz Term Prosvects of Industrial Develooment in Jordan.
UIZO/ICIS.Y7, 1977. Statistical Annex Table 10.
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The Five Year Plan has placed great emphasis on the rapid growth
of the mining and manufacituring sector. This secior takes up the largest
share of the totzl plamed investment within the Plan period ard is ex-
pected to show the nighest growth rate - targeted at 26 per cent per
annuma;;/ According to a recent Financial Times Survey,"pregress (in the
manufacturing and mining sector) to date has been positive but lagging
behind schedule in the large Governmen: run schemes while running far
ahead of expectations in the private sector".éé/ Jordan is atierptiag to
combine large scale industrial develooment, (mainly the responsibilitr of
the public sector but increasingly umdertaken with the help of multi-
hational ccrporations who provide know-how and technology transfer) 15/
and the development of private sector small sczle projects geared to
serving to needs of the rap.idly expanding Middle Zasterm markets. Many
new projects have been initiated and the established units are undergoing
substantial expansion. It 1s expected that "the country's manufacturing
and mining companies (will) show a large rise in their contritution to
GDP as well as (make) a significant dent in the chronic trade deficit in
the early 1980s". éé/ This implies that targe“s set for the inductrial
sector in the Five Year Plan are 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 fact too ambitious to begin
with or whether there has an undue lag in implementation. it would appear
that a combination of both these factors - as well as developments in the
international environment beyond the control of JoniangEL/- have accocunted
for the relatively modest progress of the industrial sector, It is suggested
that particular sttention should be paid to the development of industrial
management capabilities and that joint ventuiff With multi-national

3

companies may prove useful in this context. —

The overall importance of the industrial sector within the Jordanian
economy is evident from its share of total planied investment. The Govern-—
ment's industrial strategy implies the rapid develoomer* of a heavy
industrial complex which in general employs a laoour saving, capital intensive

technology and which is oriented towards regional exvort mariets, The per-




formance c¢f the industrial sector in terms of its contrimution towarde

the achlevements of the Plan's stat:d objectives should constituie an

important critericn for determining the appropriateness of this

strategy.

Structure of industry

Table 4 describes the industrial structure of Jordan. I* will be

seen that the industries vary enormously in terms of their contribution
to industrial value added.

Table 4, Value Added in Jordanian Industry
(current prices JD 000)

Type of 1960 1970 1376
Indusiry V.A. as % of V.A. as % of V.A. as % of
Mining 77 14.23 3332 22.23 11600 19.39
Foed 959 13. ¢ 1853 12.33 670C 11.81
Beverages 189 2.75 465 3.10 830 1.46
Tobacco 332 4.33 T 635 4.23 2400 4.23
Textile 207 3.01 377 2.51 3700 £.52
Apparel 380 12.82 128 0.35 2600 4.58
Leather 22 0.32 320 2.13 1900 3.34
Footwear - - 129 0.36 300 0.52
Furniture 548 7.98 695 4.63 1500 2.64
Paper 23 0.33 22 0.14 500 J3.48
Publishing 132 1.92 350 2.3} 300 1.41
Chemicals 80 1.10 775 5.17 2900 5.11
Petro-refining O - 1660 12.41 3000 5.15
Ruboer prod. 39 1.29 39 0.26 - -
Norn-metallic

minerals 1552 22.61 1450 2.67 3309 6.37
3asic metals 155 5.17 1650 11.01 6702 11.41
Machinery 47 2.63 5 0.04 - -
Zlectrical 10 2.4 242 1.62 300 1,73
Transoort 173 2.52 453 1.02 100 1.76
Other 267 3.39 152 1.26 200 2.33
Total 6362 14933 25730

Source: Azar. On.

cit. Statistical Aovendix Taole 11.




Tatle 5 gives the mean and standard deviation of value added

produced vy the industries in the three -ears for which 2ata has bzen

presented in the orevivus table. For each of the three -ears it will be

Table S. Mean and Standard Teviation of Value Added
Produced by Jordanian Industries

1960, 1970, 1976 CJD'000 current nrices

1960 1970 1976
Mean 433.8 748 3 2836.5
Std. deviation 496.2 859.2 307 3.1 '
Std deo/mean 1.14 1.14 1.08

Source: Table 4

seen that the standard deviation is larger than the mean and tke dispersion
is quite wide - there is a marginal tendency towards a reduction of this
dispersion between the jears 1970 and 1976, but the latter dispersion is
still quite wide.

Despite the relative stability of the range of dispersion of industries
in terms of their contribution to valu. azdded their ranks within the dis-
tribution have changed significantly. Thus in 1960 the five leading industries
in Jordan were: 1) Non-metallic minerals [22.6 per cent of total value added);
2) Mining (14.2 per cent); 3) Food (13.9 per cent); 4) Apparel (12.8 per
cent); and 5) Furniture (7.9 per cent). In 1976 the leading industries were:
1) Mining (19.4 per cent); 2) Petrol refining (15.1 per cent); 3) Basic
Metal and Food (each producing 11.8 per cent of total value added) and S) Non-
metallic minerals (6.8 per cent) - th2 apvarel industry now ranked 3th. and
the furniture industry ranked 12th. in the industrial ‘*league tahle". In 1960
the top 5 industries together produced 71.6 per cent of the total value
generated in the mining and manufacturing sector. In 1776 this ratio had gone
down to 64.9 per cent - another irdication of some reduction irn concentration

of wralue added within the industrial sector in 1376.




The share of consumer zoods industries éixin total value added
declined from 45 per cent in 1360 4o jus: over 315 per cent in 1373.
To some exient this reflects the Government's choice of encouraging
the development of large capital intensive indusirizl complexes. Toda+v
Jordanian manufacturiag industry can be divided into three distinct sub-
sectors. Firstls there are the export oriented mineral based industries
producing potash and .ertilizer, The Five Year Plan interds to expand
firms in this categury; 3430 million have been invested in a new potash
project on the banks of the Dead Sea. It is now expected to come on
stream in mid 1981 ég/énd its entire output is earmarked for export.
also carmarked for export is the outpui of the new fertilizer plant
being built by tae Jordan Fertilizer Industry Company just south of the
port of Agaba. Sxports also constitute a major proportion of the sale of
the Jordan Phosphate Mines Company which is being expanded to produce

3 million tons of fertilizer a v ear by the beginning of 1739.

The second segment of the large scale manufacturing sector produces
petroleum products and cement. Expansion is planned for the twc big
companies - the refinery at Zarga and tne cement plant at Fuebels -
operating within this sector. Unlike the fertilizer plants, {he petroleum

and cement industrv is entirely domestic market oriented.

The third sector of Jordenian manufacturing consists of small ard
medium scale enterprises whicu aim at both import substituticn and export
expansion. The development of Jordan's first industrial estate just socuth
of Amman is likely to te an important source of encouragement for the
nmedium sized plants which are unde: increasing Government pressure to
modernize production equipment and rationalize their organizational
structure., This had led to a decline in the numver of small firms operating

in this sector.

In general the emphasis seems to be on promoting industrizs with
substantial export potential. The minerzl based marnfacturing sector is
clearly geared to the export market, cthe expansion of oil refining
capacity 1s also veing undertaken with the hope that somz of the increasad
outpat will be exported. Finally even though the nedium scale manufacturing

enterprises are likely in the earl, ttages %o be import suostituting in
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nature, it is expected that in the not too distant future they will acquire
a regionai export orientation. Such medium scale enterprises are being en-
couzaged in the textile, foodstuffs, bromine, magnesium, detergents, clay
products, glass, cement sacks, and building material sector. Expansion and
modernization of existing projects is planned in the tanning, textiles, shoes,
plastics, food, marble, paper, pharmaceuticals, iron and cigérettes i.miustries.ﬁ'-1
Considerable import substitution capacits exists in most of these sectors
and expansion of domestic demand for their products is also to be expected,
but in the medium to long run they will have to attempt to penetrate export
markets if they are to enjoy economies of «<cale . Hence the Covernment is
increasingly concerned with economic effic;ency ard industrial incentives
are re¢nlarly reviewed to eliminate exce:sive protection. This concern with
efficiency seems to be particularly prcanounced with regard to the private
sector where rationalization of production processes are often urged on
efficiency grounds. The overall emphasis in the Five Year Plan seems to be
Wwith a consolidation and rationalization of Jordan's existing industrial
capacity and its utilization. Substantial diversification of the industrial
sector - development 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 specializaticn in
mineral based industries and orientation of the industrial sector towards
export markets requires a careful harmonization of Jordan's imdustrial
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—operztion and harmonization of policies
witn the Arab countries is of considerable importance. Jordan has been
concious of this and since 1974 important progress in this field was made
with the establishment of economic co—operation programmes with Syria. The
Syrian~-Iraqui agreement on increased economic integration opens up new
possibilities for Jordan to co—ordinate her industrial development orogramme
with that of her neighbours and to take advantage of an expanded inter-

national market.

The structure of the mining and manufacturing sector ma; also be

investigated ir. terms of the relationshin of the structure of industrial

N Y
costs to output and employment. Such an analysis 15 presented in Taole o.ﬁl-g




Table 6. Average of Input Co—efficients in Jordanian Industiry,i37e

A B C D 5 r G

Mining 0.443 0.011 1.628 1.304 1.576 0.045 1.038
Food 0.930 3.690 1.694 0.213 529 0.334 0.992
Beverages 0.516 0.465 2.798 1.681 1.278 0.7l 1.007
Tobacco 0.782 0.584 0.281 0.098 2,558 0.325 0.398
Textiles 0.551 1.120 0.746 0.292 858 0.727 0.941
Apparel 0.788  ©.357 0.527 0.205 579 0.227 0.381
Leather _ 0.752 1.414 1.202 0.435 769 0.861 0.976
Footwear 0.705 0.148 0.417 0.203 903 0.141 0.927
Furniture 0.800 0.057 0.532 (0.232 513 0.042 0.971
faper 0.376 2.295 11.969 3.211 452 0.363 0.967
Publishing 0.334 0.274 1.324 0.764 394 0.200 1.192
Chemicals 0.641 0.748 1.374 0.638 561 0.642 0.989
Petrol refining 0.742 1.378 12.747 1.022 2.054 C.816 1.086

Rubber products 0.791 0.093 3.129 1.098 581 ¢.050 1.00
Non-metallic minerals 0.802 0.061 2.136 1.152 2.459 0..37 1.072
Basic metals 0.513 1.486 1.715 0.629 3.549 0.361 1.392
Machinery 0.723 0.381 0.674 0.304 860 0.298 1.013
Electrical 0.731 0.703 1.212 (C.540 775 0.976 0.388
Transport 0.322 0.125 0.843 0.435 470 0.129 1.333
Other 0.300 0.333 0.166 0.066 300 0,222 1.000
0.727 0.786 1.781  0.726 1.015 0.415 1.040

Std. Dev. 0.130 0.917 2.528 .0.736 372 0.233 0.121
Std dev/¥ Dn 0.178 1.166 1.41% 1.013} 0.359 0.684 0.117
Notes = Industrial Cost/Output. 3B = Raw Material Imports/Value Added.

A
C = Investment (Book Value)/Value Added. 2 = Investment/Gross Qutput.
E = Value Added/Employment. F = Imported Raw Material/Total Raw Materi:
G = Net Revenue/Outiput.

Source: Miner and Associates: Industrial Develooment Survey of Jordan for
UNIDO, Chicago 1373. Vol. 1, p. 1-79.
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The raw data an the dasis of which Table 5 has teen constructied were
collected for UNIDO b a private firm. The data reiates to the zZast
Bank only and is for the -ear 1372. The UNIDO survey covered all
industrial (mining and nanufacturing establishments) having five or
more employees and also involved a technical evaluztion of individual
establishments representing 30 per cent of industrial sales value in
1972.55/ The l‘ength of time that has elapsed since the survey was
corducted is considerable; but given the fact tbat no fundamental re-
organization of industry has as et torme fruit the basic structural
relationships indicated in this Survey %/may still be considered re-
presentative and characteristic parameters describing the production

processes of the Jordarian industrial sector.

/

5/
A detailed correlation study of ;he information in Table 6 a2
is undertaken in the next section.éé' Some salient features mav Te

noted here.

1. The ratio of imported raw material to total raw material is 0.415 -
a not particularly moderate fizure if we consider the experience of
the devzloping countries as a whole él/:-this reflects the relative
re .urce poverty of Jordan. Most industries have irport content
ratios of this magnitude. The standard deviation of this indizator
(relative to its mean) is quite low. The major exceptions are raper,
petroleum refining and basic metals on the one hand (with raw material
import content of over 30 per cent) and mining, non-metallic minerals
and furniture (with raw material import content of less than 10 per
cent) on the other.ig/The Government intention 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 determined on the basis of data available, but
perhaps it is relevant to note that both the mining ani the non-

metallic mineral based industries have higher investment/outout ratios
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than the petroleum refining and the obasic metal industries (which have
considerable higher raw material import content). Thus if capital
imports are assumed to constitute a roughl:- similar proportion of total
investment in these two groups of industries, then capital imports per
unit of output are perhaps higher in the domestic resource based
industries. 52/

The ratio of value added to employment tends to vary considerable -

the ratio standard deviation/mean is 0.36. It is Lighest in the basic
metals (3.549), non-metallic minerals, petroleum wefining (2.045),
tobacco (2.553) and mining industries (1 576) and lowest in other manu-
facturing 22 (0.30), publishing (0.394), paper (0.452) and the trans-
port equipment (0.47) industries. There is clearly an associaticn
between capital intensity (as measured by indicator D) and the Value
Added/Employment ratio. However, this relationship does not seem to

be particularly strong - some industries with high investwent-output
ratios and some industrial with low investment-output ratios (+obacco,

textiles) have higher value added-labour ratios.

The ratio of value added to total employment may also be calculated
for the sear 1974 from data given by Azar ! . These estimates are
presented in Table 7. The industries with the aighest value added to
employment ratios are petroleum refining, leather, mining, tobacco and
basic metals — the only difference between this group and that for 1372
is that leather has replaced non-metallic minerals. We also notice that
i+e mean value of the value added/employment ratio in 1974 is according
to Azar's figure twice as high as in 1372. If there is some association
between capital intensity and value added per unit of labour then this
may suggest that capital intensity of Jordanian irdustry has in-
creased somewhat.zg/

In terms of the ratio industrial cost/output we find a2 fairly narrow
range of cases. The standard deviation is only 17.3 ver cent of the
mean. On an average industrial costs average about 73 per cent of the
value of gross output. The ratio is highest for food (23 per cent),
saper (37 ver cent), publishing (33 per cent), transport (32 per cent)

and furniture (30 per cent). It is lowest for mining (44 per cent),




Table 7. Value Added and Zmplorment in Jordanian Imdustry, 197:

Industry Value added® ZmplovmentY Value added/
zmolovment
Mining 11000 2405 2,273
Food 6700 3479 1,928
Beverage 830 417 1,990
Tobacco 2400 540 4,444
Textile 3700 1516 2,449
Apparel 2500 4A1L 539
Leather 1500 255 5,263
Footwear 300 500 592
Furniture 1500 2032 738
Paper 500 341 1,460
Publishing 800 763 1,041
Chemicals 2900 397 3,232
Petrol ref. 3800 1363 6,456
Rubber - 30 -
Non-metallic minerals 3900 2136 1,825
Basic metals 6700 1531 4,232
Machinery - - -
Electrical 3C0 601 1,497
Transport 1000 1466 632
Other 500 734 631
Mean 2,425
Std. deviation 1,332

Yotes: a/ lumber of workers. b/ JD 0CO in current prices.

Source: Azar: Long-term Prosvects of Imdustrial Develooment in Jordan.
UNIDO/ICIS. 78, July 1975.

vasic metals (51 per cent), beverages (52 per cent), textiles (S5 per cent)
and chemicals (62 per cent). In the inter-industrial correlation study in
the next sectior, an attempt is made to relate variations in the structure
of the costs to changes in labour productivity, capital intensity and

import content ratios, etc.




In general the Jordamian industrial sectsr may be said to consist
of large-scale capital intensive projects with higher labour produc—
tivities un 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 Jordan's industrialization strategy. The
Government is conscious of the fact that such linkages are at present very
weak. Thus the Five Year Plan notes "there is very little interaction
between the mining ~nd industrial activities on the one hand and between
these two activities and the other economic sectors such as agriculture,
construction, electricity and water on the other".jé/ The inter-industrial
matrix drawn up by Miner and Associates 24/s.hows the limited extent of inter-
industrial interaction. The table describes the effects of an additional
1000 units of final demand for each industry in terms of total input re-
quirements of the output of all industries. Thus the implication of in-
creasing final demand by 1000 units in quarrying and stone crushing arv
to increase output of the quarrying sector by JD 10319, in food mamufacturing
b7 JD 9, in industrial chemicals by JD 63, in other chemicals products
industry by JD 10, in the petroleum refinery industry JD 277, in electricity
by JD 29 and in water worker by JD 7. The many empty spaces and the modest
entries in zost boxes indicate the paucity of inter-industrial linkages
in Jordan. An expansion in most of these industries is likely to influence
the level of ecomnmic 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 medium-sized and small

industries of the private sector.

Table 3 lists the leading industries expansion of which are lixely
to have the most pronounced impact on output, value added, payments made
to labour, exports and imports generated within the industrial sector.
It tells us for example that if final demand of tne textile industr- was
to expand b 10CO units total outout within the industrial sector would

nave to expand by JD 3233. If another 10OC units of final demand of the
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Tadle 3. =fects of Additional 1000 units of

Value Adied,

-

Lavour rayzents, Ixooris and Irscorts of Joardanian Industiries

(JD current prices 1372)

Name of Industry Impact on Name of Industry Impact on Value
Cutout Added

Textiles 3233 Pe sroi refinery 1765

Paper 3057 Transport equipment 1203

Plastics 2731 Basic metals 1189

Publishing 2686 Machinery 1132

Leather products 2681 Footwear 1128

Industrial Chemicals 2646 Wood products 1106

Basic iron and steel 2634 Electric machinery 1095

Apparel 2592 Apparel 1045 '

Glass 2556 Quarr—-ing 1026

Textile manufacture 2539 Furniture 1046

Name of Industry Imract on Name of Industry Izpact on Zxmorts

Labour Payments

Glass 856 Quarrying 784 -

Transport equipment 655 Other mineral producis 724

Wood products 645 =lectric machinery 690

Basic metals 591 Textile marmufacture 599

Printing 554 Paper 524

Paper 471 Apparel 413

Furniture 458 Publishing 280

Footwear 426 Glass 258

Textile 408 Other manufactures 258

Petroleum refinery 399 Other chemicals 213

Name of Industry

Impact on Imports

Petroleun refinery
Paper

Textiles

Basic iron and steel
Food manufacturing
Industrial chemicals
Textile manuf.
Leather products
Paolishing

Cther chemical aroducts

1766
1675
1666
1259
1085
1080
1C06
1006

975

755

Snouree:

Industria. Tevelonment »f Jnrdan for UNVIDC,

Taoiz 27.




petrolsaur refiner - were to be satisfied this would require the
genemtion of JD 1765 of valve added, JD 339 of labour payments and

JD 1766 of imports for ithe indusitrial sector as a whole.

The five sections of Table 8 l1ist the effects of 1000 units of
additional demand of different Jordanian industries. 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 have the most significant impact on the generation of
industrial output appear among the list of the leading ten industries
expansion uf which would have the greatest impact on industrial value
added, 4 appear in the list of industries with the maximum impact on
pauments to labour and 5 appear in the list of industries with maximum
impact on exports - also to be noted is the relatively weak association
between industries expansion of which have majo.' impact on value added

as a whole on the one hand and on labour payments on the other.

In general it would appear that opting for a strategy of capital
intensive resource otased industrial development is likely to generate
high levels of value added and exports., It is not likely to ir“luence
labour payments, employment levels and industrial oucput levels very
significantly. Expansion of petroleum refining and cement may have a
significant impact on value added and export levels but are again un-
likely to generate significant levels of employment. The labour intensive
medium- and small-scale industries on the other nand are to be found
scattered on all sections of Table 3. Some, sucn as textiles, leather
and apparel show a large output impact expansion of others such as foot-
wear, apvarel, wood products and furniture would have a large impact on
value added and vayments to latour (and hence on employment). Their
contribution towards exports are likely to be limited and some of them
(textiles manufactures and leather products) mav generate high demands

for imports.

The ¢entral point 'mnich seems to emerge from this analysis of
inter-industrial linkages is that Government must comoine expansion of
4ifferent parts of the industrial sector in a complementar- manner if

it is to achnieve aigh rates of zrowth of outnui, nroductivitrs and smploy-

-
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ment on the one hand and a wider dispersion of the benefits of industirizl
development within society on the other. Government must concerrn itself
with developing linkages between the industrial sector and the other
sectors of the economy - in particular agriculture. Table 8 provides ro
information about intersectoral linkages within the whole Jordanian
economy but it is known that the strongest linkages between agriculture
and industry in Jordan 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). With 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 agricultural machirery and implements, and (iii) to develop
a framework for rural industrial development which allows the wvillage people

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

Employment and regional distribution

The impact of industrial growth on employment is a crucial indicator
of the extent to whicha industrialization is being institutionalized within
the economy. If rapid industrial growth takes place over a long period cf
time but the vast majority of the work force remain outside the industrial
gecior a structural imbalance is introduced intc the development pattern
and a bifurcation takes place between a rapidly expanding urban sector
and relatively stagnant rural hinterland. The growth of the service sector
(including commerce 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 buildaing backward and forward sectoral linkages
within the economy and of eroding economic dualism. ii/ A comprehensive
industrialization strategy must give due weight to the objective of ex-

panding industrial employment within the economy.

Table ) gives the proportion of labour force employed in mining

and manufacturing from 136C to 1375.




Tavle 32 Proportion of Labour Torce in linire arnd fanufaciurinz

— — —
1300-1375

(percentages)
Year Mining Mamufacturing
1960 0.54 6.30
1966 0.92 7.26
1971 0.86 : 8.11
1972 0.56 8.45
1973 0.54 3.46
1974 0.79 8.73
1975 0.76 8.71
1376 0.73 3.80

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

The mining and mamufacturing sector increased in share of GDP (at
factor cost) from about 7 per cent to about 26 per cent over the period
1960-1976.§é/0ver the same period its share of total employment increased
from 6.24 per cent to 9.53 per cent. The share of the mining sector in total
emplo ment has actually declined over the last 10 years. It was 0.32 per
cent in 1966 and is 0.73 per cent in 1376. The rate of growth of manu-
factures share of total emplo ment was 2.53 per cent ner annum over the
ﬁeriod 1960-1966. It declined to 2.34 per cent per annum over the period 1367-
1976. There is, thus, clear evidence to support the view that investment in
the Jordanian mining and manufacturing inmdustry is cecoming more capital
intensive and expansion of employment is failing to keep pace with ex-
vansion of output. The mining and manufacturing sector is regarded as the
leading sector of the economy in the Five Year Plan development strategy;
if the fruits of the growth of these sectors are to be widely distributed,
efforts must be made to ensure that emplorment exvands at a faster rate than

can be foracast on the basis of historicel trends.
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Table 10 describes the distrivution of emplojyment among the major

branches of the Jordanian mining and manufacturing sector over the period

1965-1974. It shows that the main sources of emplo'ment in this sector

Table 10. Distribution of Emplovment in the Mining and Manufacturing

Sector of Jordan, 1368-1374

1968 1974
Number as # of Tctal Number as' % of Total

Mining 3129 15.26 2405 3.42
Food 3235 15.78 3479 13.62 )
Beverages 260 1.26 417 1.63
Textile 652 3.13 540 2.16
Tobacco 1323 6.43 1516 5.94
Clothing 1505 T.34 4414 17.30
Footwear 627 4.03 506 1.93
Wood - - - -
Purniture 1391 9,22 2032 7.96
Paper 248 1.21 341 1.33
Publishing 925 ’ 4.951 7163 3.01
Leather 210 1.02 235 1.11
Rubber 133 0.64 10 J.11
Chemical 164 1.77 397 3.51
Petroleum refin. 953 4.67 1163 5.34
Non-metallic min. 1342 6.54 2136 3.17
3asic metals 1945 9.53 1533 6.20
Machinery 171 - - -
Electrical 391 2.33 601 2.13
Transport 655 3.13 1266 3.74
Other 275 1.34 134 2.357
Total 204731} 23511

Source: Azar: Long-term Industrial Prosnecis ¢

Jordan. UIIDO/ICIS. To

Statistical Annex, Taole 3.
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.73
zining (15.26 per cent), basic metals (9.33 per cent), furniture

(3.22 per cent) and clothing (7.34 per cent) in 1963. In 1374 the

otal sectoral =mploment),

N
(34

were the food irdusiry (1 er cent of

't}

distribution pattern of employment had changed significantiy. The share
of the clothing industry in total employment had more than doubled. It
now accounted for 17.30 per cent of total employment. The share of the
food industry in total employment had fallen to 13.62 per cent, that

of minine had fallen to 9.42 per cent. Non-metallic minerals had in-
creased their share of total employment from 6.54 per cent in 1963 to
3.37 per cent in 1374 and the share of basic metals had gone down to

6.2 per cent. The share of the furniiure industry had also declined from
over 9 per cent in 1968 to just less than 3 per cent in 1974. The share
of consumer goods industries taken as a whole had remained fairly sianple -
the - accounted for approximately 40 per cent of total mining and manu-~
facturing employment in both years. The share of the mineral based
imjustries had gone up marginally from about 17 percent to just over

13 per cert, as had the share of petrolewu refining. 4 judicious balance
in the relative growth of the different sub-sectors of the Jordanian
industry is clearly necessary if adequately growth rates of industrial

employment are ftc be sustained.

Concern about the equitable distribution of the benefits of
industrialization is expressed in seeking a balance in the regional
distribution of industrial units. Table 11 which gives the geographic
distribution of industry in Jordan clearly illustrates the high concentration
which ey.sts in the Amman-Zarqa (al Asimah) area. The mineral based
industries are of necessity located rear 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 employmentlil/- are vy definition regionally concentrated.

t even "the local industries are concentrated in the imman Zarga ared'ié/
according to the Five Year Plan which therefore places 2mphasis on the need
to "achieve a bvetter distridution of new industrial sites, (throush

oroviding basic infrastructural facilities (and) relocation of existing




Table 11. Geographic Distribution of Jordanian Fndustry, 1972

_é{_

(JD 000)

No. as per Employees as per Wages Fixed as per Sales as per Raw Sale of
Firns cent of cent of (JD 000) Capital* cent of cent of materials Power by
total total total total conaume leclric

Co.'s
000 KWl
Al Asimah 497 £4.66 12,370 83.09 4,003 21,443 71.34 27,595  T7.72 16,005 112,918
1rbid 65 11.03 966 6.48 489 1,382 4.59 1,145 3.22 564 10,874
Balga 12 2.03 1,356 9.10 766 6,780 19.09 6,600 18.58 4,031 14
Karak 9 1.52 127 0.8% 28 0 0 104 0.29 48 OO
Matan ) 1.01 68 0.45 18 450 1.26 59 0.16 10 064
Potal 536 14,887 5,304 30,055 35,503 20, 688 125, 666

+ Depreclated Value

source: Miner and Assoc. Industrial Development Survey of Jordan for UNIDO, 1973, p. 80.




and workshoos within (new) irdustrial zones".iil The developnent of ihre
potash project, tae new plant of the Jordinian Fertilizer Compan: near
the port of Agaba and the expansion of the Zarga oil refinery are not
likely %o reduce the level of geographic concentration. it is important
to diversify industry at the regional level so that sectoral crisis (fall
in the price of phosphates for example) do not become a serious cause of
widespread regional unemployment and recession. Hopefully the industrial
estate al Sahab é-Q'/will attract a widely diversified group of small and

medium sized industries.

A high level of geographic concentration is (almost inevitabdly)
accompanied by a high level of concentration of industrial output, employ-
ment and sales. As Tz le 12 (compiled from the industrial survey con-
ducted for UNIDO) shuws, in the early 1970s "large firms’—l/ accounted for
only 9 per cent of total establishments in Jordan's industrial sector, but
the employed 355 per cent of the industrial labour force, paid 71 per 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 30 per cent of industrial exports
(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 owned
87 per cent of the industrial cector's fixed assets and produced 78 per
cent of its valuie added.

Concentration ratios for the different industrial sub-sectors could
not be caiculated but it is to be noted that "the greatest numoer of firms
are (to be) found in quarrying, food manufacture, textile and wearing
apparel, fabricated metal products and printing and publishing whereas the
value added is concentrated in the sectors which are dominated by a few
large firms".ég/One would assume therefore that employment and sales
conrentration ratios ransge widely with low values in the traditional, handi-
eraft industries and with high value in the mineral based industries -
some of which consist of only one 2stdblishment. An enpnasis unon tae
develonment of these resource based industrial activities neceszaril~

implies an ircrease in the level of industrial concentratisn in Jorlan.




Jource:

Table 12,

_Concentration of Indusirial Activity in Large Pirms, 1972
(JD 000)
Units

No. of No. of Wages Raw Mat'ls Imports Sales Exports Value I"ixed

Firms limployees Paid Consumed Added Ar ots
Census Mrame 589 14,887 5,308 20,684 10,405 35,540 5,721 15,915 10,05
Larse Mirms 55 8,189 3,715 15,727 5,085 27,427 4,639 12,443 26,207
Larye Firms \

Percentage 9.3 55.0 T1.1 16.0 49.9 T1.2 81.1 78 2 yr.2

Miner and Assoc. Industrial Development Survevy of Jordan, 1973, p. 76

-LT_
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Table 13 and 14 give a picture of the structure of Jordan's external
visible trade. In 1371 exports of Fruits and vegetables accounted for
42 per cent of total domestic export earnings, phosphate exports for 25 ver
cent and exports of manufactured goods for 18.2 per cent. In 1275 fruit and
vegetable exports accounted for 25 per cent of total domestic exports,
phosphates for 48.8 per cent and manufactures for 10 per cent. The growth
of export earnings from phosphates has been exceptionally high, since 1973,
que to the increase in its price. Since 1975 export earnings from phosphates
have been declining. In 1377 they comstituted only 28.7 per cent of total
exjort earnings. Manufactures have not represented a major source of export

earnings, 23’

In 1971 Jordan's main imports were food (25 per cent of total import
expzaditure), machiner and :ransport equipment (21 per cent), mamifactured
goods by material - i.e. rubter manufactures, paper and paper board,
textile yarn and fabrics - (15.5 per cent) and mineral fuels (6.3 per cent).
By 1975 mineral fuels accounted for 10.6 per cent of import expenditure,
manufactured goods b materials for 19 pir cent, food imports for 21 per
cent and machinery and transport equipment for 31.6 per cent. Miscellaneous
manufactured articles acccinted for anotiaer 7.2 per cent of impert expenditure.
Thus, by 1975 mermufactures had becomsz the main item of import expenditure.

In 1977 imports of transport equipment, machinery and fabrics and -arn

/
accounted for nearly 40 per cent of total Jordanian imports.éﬂf

Jordan's main food imports include sugar, vegetable o0il, ghee and
whiskey, her fuel imports are dominated by petroleum and lubricating oils
ani greases. Marufactured good (by material) imports consist mainly of
rubber tyres, woven fabrics, knitted garment, wool yarn and boys garment.
Jordan also immorts large quantity of slabs of sheet bars, rods of iron
and steel, %“ubes and pipes and iron and steel structures. Her machinerv
imports consist mainly ol excavating, levelling and extracting machinery,
agricultural and industrial machinery and macninery used for road building,
Jsachincry narts, electric generators and motors, television sets, apvaratus
for making and breaking electirical circuits, insolatzd electric wire ard
cables, rail locomotives, nublic transport venicles, trucls and carzo vans
and their parts and accessories and {l-ing machines are Jordan's main

transnort imports.
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Jordan's main industrial exports consis® of nctural ohosphates arni

ceaent in the mineral sased secior.

fer marufactured food 2xzor

ts consist

of preserved olives and bteer. She also exports human cedicants, plastics,

tanned leather, craft poaper, woven fabrics of wool and knitted zarments

in the intermediate industr - sector. Jther heavy exports include un-

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

conduct tubing and stoves and central heating boilers.

Table

13.

Comvosition of Merchandise Zxvorts of Jordan (f.o.b.)

1371-75 (in JD OCC's

1971 1972 1973 1974 1975
Food and Live Animals },68} 4,72% 4,530 93,3563 10,20
Fruits and Nuts 1,e¢5 1,57 1,716 4,274 8,377
Citrus Fruits 743 1,203 1,411 1,732 3,645
Bananas 73 1¢c6 16 a7 63
Watermelons 55 76 65 237 76
Vegetables 2,056 2,500 2,371 4,386 3,236
Tomatoes and Tomato Juice 1,183 724 916 1,836 1,276
Eggplants 240 291 400 512 432
3everages and Tobacco 411 452 862 869 1,006
Cigarettes 388 39 546  T11 751
Crude }aterials, Inedible, Excepnt Fuel 2,347 3,716 4,538 20,01 20,107
Phosphates 2,238 3,497 %,02C 13,531 13,395
Mineral Fuels, Lubricants and Related
Hinerals 3l - 170 129 246
Animal and Vecetable 0ils and Fats 320 297 124 474 409
Olive Oil 275 217 %2 464 363
Chenicals 182 311 644 1,244 1,946
{fanuf. Goods Classified by Mat. 1,077 2,426 2,213 5,360 4,085
Cement 471 1,922 1,29% 2,018 1,836
Machinery and Transport Zquivpment 3315 451 £33 386 470
Batteries and Accumulators 313 433 509 495 37
HMisc., Manmufactured Articles 134 173 295 571 1,393
Commodities and Transactions, n.e.s. BYA 1 £l 1 2
Total Domestic Zxports 3,217 12,506 14,210 33,437 43,075
Ce-Zxnorts 2,517 4,298 1¢,141%10,1:5 3,792
Total Zxnorts 11,420 17,004 24,131 22,772 13, 37.

1/ Including JD (5.2) million "nor-monetary zold"
Source: I3AD, Snecial Zconomic Terort on Jordan. Zevision of tne Tive 7ear Plan,

1375, Statistical innex, Taole 3.2.
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Table 14. Composition of ilerchanéise Imports of Jordan (c.i.f.) 1371-7%

(in JD CO0's)

1971 1372 1373 1374 1375

Food and Live Animals 20,129 27,296 30,313 42,740 £93,42C
Live Animals 778 1,182 2,955 2,373 3,135
Dairs Products and Zggs 2,451 3,235 3,311 3,38C 4,322
Wheat and Flour of Wheat 3,843 6,099 7,037 7,137 6,324
Rica 1,306 1,289 1,396 4,276 _1,867
Sugar 2,186 5,186 1,779 6,758 11,534
Fruits, Vegetables and Nuts 3,961 3,337 6,439 8,669 9,570
Coffee, Tea, Cocoa and Spices 2,084 1,958 2,523 2,347 2,52

Beverages and Tobacco 1,161 1,137 1,081 240 1,265
Crude Tobacco 356 935 303 601 673

Crude Materials, Inedible,

Except Fuels 2,326 2,319 1,166 4,384 51862
Wood Lumber and Cori 4 841 1,175 9 2,74
Textile Fibers and their Waste 546 761 490 970 1,092
0il Seeds, 0il XNuts and 0il Kermels 3812 429 629 303 539

HMineral Fuels, Lubricants and Re—

lated Minerals 4,344 4,566 4,160 5,214 24,393
Crude 0il 4,137 3,312 3,335 3,530 22,794

Animal and Vegetable Oils and Fats 795 1,096 1,514 1,153 1,255

Chemicals ‘ 3,216 5,362 5,713 8,058 12,204
Medical and Pharmac. Products 1,257 2,172 %TEES 2,043 3,919
Zssential Cil and Perfume Mat.

Polishing and Cleansing Preps 396 722 327 1,336 1,311

Mamfactured Goods by Material 11,916 19,026 23,187 392 44,338
Rubber Manufactures 657 1,091 1,128 2,193 3,098
Paper and Paper Board 1,009 1,846 1,919 4,243 3,712
Textile Yarn, Fabrics Made-up

Articles and Related Prod. 5,625 7,204 7,646 3,321 12,37

Machinery and Transport Equipment 16,193 15,3%2 17,133 35,3319 74,33
Blectr. and Non-clectr. Mach. 5,03 3,364 1¢,927 17,73 37,A§3
Transport Equip. and Parts 11,155 5,725 6,266 17,606 36,251

Miscellaneous Manufactured

Articles 1,175 6,757 6,135 3,742 16,739
Clothing and Footwear 1,563 2,246 2,200 2,627 7,363

Scientific Inst. Photo Equip.etc. 927 2,283 1,252 1,742 3,116

Commodities and Transactlons,n.e.sll,ajé

11,612 15,133  16,C45 31,405
Total Imoorts 76,627  35,31C 108,20¢ 136,207 234,013

Source: IZRD. Snecial Zconomic Zenort. Jordan Review of the Five Yea:» Plan.
Statistical Annex. Table 315,
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A detailed breakdeown of Jordan's industrial exports and imports
for the period 1360-1975 is given in Azar (Table 22 and Statistical
Appendix). It is evident that unprocessed minerals constitute a major
source of export earnings as do food products, while an increasing proper-
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 mamufactures.

Table 15. Change in Direction of Jordanian Trade in Manufactures

1960~1375

Imports, ver cent Zxports, per cent
1960 1375 1960 1375
CECD countries T7T1.25 77.13 7.83 0.25
CMEA countries 12.22 7.33 - 2.84
LICs except Arab 8.43 6.4} - 0.29
Arab countries 3.C8 8.53 92.17 96.6C

Scurce: Azar: Long-term Prosvects f.r Industrial Development in Jordan.
Statistical Annex. Tables 25 ard 23.

It is clear that there has been no significant structural 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 Zurcpe emerging as the main source of imports of manufactured gzoods.
There has been a substantial decline in the CMEA countries share of Jordan
nanufactured imports and a very minor increase in the share of manufactured

imports from Arab countries.

Arab countries buy over 95 per cent of Jordan's manufactured exports -
they have increased their share from 72 per cent in 1360 to a'nost 37 per
cent. This underlies the importance of regional co-ordiinatior in slanninz
the industrial develooment of Jordan. Since the nresent Plan has osoted in

favour of an export oriented industrialization strategy an anoreciation »of

the possibilities of economic harmonization with the Arab countrias - in




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 minerals in Jordan - particularly
phosphates - increases the need for regional co-ordination and harmonization
of regional trade, investment and production in a wide range of industrial

sub-sectors will assume greater significance.

Participation of the public and private sectors in Jordanian Industry

According to the Government "the Jordanian economy is overwhelmingly
a private enterprise economy ... when necessary and desirable the Govern-
ment acts in the role of a limited partner in economic 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".éé//The
World Bank endorses this view and notes that "the Jordanian economy is an
essentially open and laissez-faire economy although since the mid 1350s
the Govermment bis acted in a regulatory and opromotional capacity".él/
Tables 16 and 17 would irdicate, however, that equity varticipation by the
Govarnment 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 Cecment Factories. Its equity participation exceeds
30 per cent in Aqaova Hotels, Himana Mineral Water Co., Jordanian Confectionary,
the Industrial Development Bank and the Vegetable 0ils Industry. In sectoral
terms Government equit, participation as a percentage of authorized share
capital amounted to 26 per cent in the mining and manufacturing sector in
the early 1370s. Within the industrial sector government equity participation
was highest in the mining and the heavy resource based manufacturing se-tor.
The medium sized and small manufacturing sector was completely in the hands
of private entrepreneurs. Medium sized industries are in the food prozessing,
clothing, textiles, footwear and metal products sub-sectors. The main source
of expansion nas been import substitutionééf, out they have also hrad some

, : 69/ . e
success in penetrating export markets.—2 The small-scale firms which




ani otner Companies, Tecamler 3l

JD million
Private Government Percentage
Authorized Paid Paid of
Company share Share Share Government
Capital Capital Capital Participation
1. Jordariin Dairy ' 0.100 0.026 0.023 23
Vegetable Oils [ndustry 0.500 0.265 0.179 36
3. Jordanian Confectionery and 0.200 0.015 0.053 37
Chocoiate Factories
4. Jordanian Bakeries 0.100 0.041 0.026 26
5. Jordanian Woolen Mills 0500 0.389 0.111 22
6. Industriat Development, 0.250 0.159 0.071 2
- Texiiles
7. Jordanian Paper Mills 0.650 0.212 0.388 64
8. Jordanian Tanning 0.400 0.300 0.109 25
9. Industrial, Commercial 1.000 0.739 0.029 3
Agricultural
10. Jerdanian Petroieum . 8.000 6.180 0.500 6
Refinery
11. Arab Potash $.501 1.673 0.500 11
12. Arab Drugs Industry 0.250 0.195 0.055 22
13. Jordanian Cement Factories 4.500 2.272 2.228 Si
14. Jordanian Phosphate Mines 3.000 1.092 1.908 64
15. Jordanian Ceramics Factories  9.07 0.005 0.002 3
16. Jordanian Electricity 3.000 2.544 0.034 1
17. Irbid District Electricity 1.000 0.503 0.179 18
18. Jordanian Hctels and Tourism  0.723 0.103 0.620 86
19. Holy Land Hotels 0.€00 0.006 0.500 83
20. Aqaba Hotels 0.330 0.150 0.130 43
21. Tourism Transport 0.300 0.248 0.025 8
22. Federation of Amman Buses 0.800 0.341 0.458 57
23. Jordanian Fisheries 0.100 0.035 0.016 16
24. Jordanian Himma Mineral 0.085 0.027 0.035 40
Water
25. -Agricultural Products Market- 0.600 0.063 0.200
ing . . 33
26. Agricultural Products Canning 0.250 0.249 0.001 +
27. lIndustrial Development Bank 3.000 0.900 1.099 37
' Total  34.734 18.732 9.470 27

Sourca: Jordan Ministry of Natiounal Economy. Investment Conditions and

Oppartunities in Jordan. Amman, 1972, p. 18
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accordiing to tiae 137Z census accountedi Jor over 3¢ zer ceni of tofal

Y 5 3 ~“l Y ey O/ 3 -+ -
indusitrial estasiishments l—' engazge in stone cutiing, carceaury,

men
T

tailoring, sottery ani wood carvingt ilthough the Government has no pnlans

of acguiriag equity in these sectors i%t seeks to encourage the rationali-

zation of production procedures through providing institutional suppoort.

The small-scale "cottage" industry sub-sector has been generally ignored

by the Government which believes that in order to enjoy substantial

economies of scale, Jordanian industry must be modernized and this has in

general implied a bias towards favouring the development of capital intensive

technologies.

Table 17. Government Iguity Participation in Industrial, Tourism
and other Comvanies, Decemover, 31, 1371

Private Government JD Q00
No. of Authorized Paid Share Paid Share Percentage
Companies Share Capital Capital Capital of Government
Paid Share
canital
Mining and Indusiry 15 22,976 13,563 6,173 26
Zlectiricity 2 4,000 3,047 213 s
Hotels 3 1,623 259 1,250 17
Transoort 2 1,1c0 589 433 44
Fisheries 1 1C0 315 15 16
Mineral Waters 1 35 27 15 40
Marketing 1 600 63 200 33
Canning 1 250 249 1 -
financing 1 1,20C 206 1,939 17
Total 27 14,734 13,732 3,470 27

3oth the Three and the Five Y2ar Plans have emnnaisized the primarv imnortance
27 the private sector 1in the lzvelsoment of Joardanian industry. 3o%h, hnwever
h h 1 ]

c~ncede that nizh levels of public industrial investment are necessary. Tacle 18

[o]
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gives the sectoral allocation of investment in the Three and Five fear

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 irvest-

ment). The public sector's contribution is most marked in the "infra-

structure” economic sectors (irrigation, electricity and transport, etc.)
but it also constitutes a large part of investment in mining, 45 per cent
of investment in the mining sector is exclusively under the control of the
state which also has a large stake in mixed ventures within this sector.

Mining is expected to generate almost 50 per cent of growth of Government

12/

domestic revenue. — Mixed domestic (public, domestic, private and foreign

public and foreign private capital and management are combined in a variety

of ways) ventures also constitute a significant share of investment in

Table 18. Sectoral Allocation of Planned Investment.Jordan, 1973-1980

(JD million)

Three Year Plan
Publiz Private Total

Five Year Plan
7
Public Privater/Total

Agriculture 23.5 4.1 27.6

Irrigation g/ - - -
Water 2/ - - -
Mining 5.8 20.3  26.1
Manufacturing
Electricity 5.7 4.1 9.8
Transport 27.8 8.0 35.8
Housing 3.4 31.5 34.9
14.1 0.7 14.8
Others 19.3 9.7  30.0
TOTAL 99.6  19.4 179.0

12.0 28.0 40
121 - 12.1
25.3 - 25.3

0.3 168.9  169.2

35.5 7.3 42.8
111.2 8.7 119.9
23.0 63.0 86.0
38.8 - 38.8

6.6 74.3 110.9

382.0  383.0 765.0

o——

Notes: 1/ Including public investment

in the mixed sector.

2/ Included in Agriculture for the Three Year Plan period.

Source: IBRD: Specizl Economic Revort.

Jorden, 1976, p. 14.




manufaciuring. Goverrnment participation is z=cst pronounced in the 2xport
oriented oineral based industiries, fertilizer, cement and oil relining.

Medium~ and small-scale industries are left exclusively in the hands of

the private sector. Loané and guidance to these industries are tc be

3/

provided mainly through the operations of the Industrial Development 3ank.—

Firm figures on foreign capital stock in Jordan are not available.
The Government encourages foreign investment and favourable legislation
has been enacted since 1955 when the Law for the Encouragement and Guidance
of Industry was enacted ani a number of organizational changes in the
public industrial sector are related to the drive to promote foreign
investment. Prior to the 1967 war most foreign investmentli/ went into
the tourism industny.li/ Foreign investment both public amdiprivate is now
mainly attracted towards the mineral based industries. Foreign sector parti-
cipation in the major manufacturing and mining projects during the Five Year

Plan are given in Table 13.

Table 19. Foreign Participation in Major Five Year Plan Projects

(in JDOOO and percent of total)

Foreign Total Foreign participation
participation investment as percent of total
investment
Cil exploration 3,250 4,630 TC.13
General prospecting 250 525 47.16
Thermal energy 75 300 25.00
Natural resource
workshop 110 4LE5 23.55
Phosphate 24,000 -
Petroleum refining a’ 20, 500 33,000 52.66
Cenent &/ 4,000 3,0¢0 50.00
Fertilizer 41,00C 51,0C0 51.21
Cement n.s,. 21,000
Potash 12,20C 25,000 49.60
Taxtile NS, 2,020 -
Copper 1.5, 5,200 -
Industrial estates n.%. 1,530 -

Notes: n.s. = not specified; a ' includi z local loans.

Source: Five Year Plan, p. 177-188.
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Foreizn investment is thus a sigmificzant contritutor ta zost 2f thss
crojects. The

1y

oreizn capital inflow reguired %o meet planned invastzent
targets during 1976-1330 is JD 262 million. This :a- te an underesiizate.

The JD 255 million investment target "incluies an urnicown dagnitude of
escalation for some of the major projects";éThis fizure which appears in

the national accounts, budgetary and balance of payments statements
projections of the saving-investment gap. Moreover, the projected level of
cost escalation may turn out to be rather modest. Furtheruore, borrowing
requirements given in the Pian imply an export growth rate of 22 per cent

and an import growth rate of only 7.3 per cent per annum over the plan vericd.
If this assumptions proved unrealistic foreign borrowing reguirements are

likely to be higher.

Gross foreign borrowing for the plan period is projected at JD 334
million, over 20 per cent of which (i.e. JT 67 million) is to consist of
foreign investment and borrowings from the orivate sector. It is difficult
to separate local and foreign capital inflows into the industrial sector.
Total financing is expected fo equal JD 229.12 million; JD 34 aillion from
the general budget, JD 105.1 xmillion from "compan: capital and resourcesy,
JD 275 million from "foreign subscriptions”, JD 108 million from "foreign
assistance™, JD 24.5 million from "local and foreizn loans™, JD 35.7 million
from "foreign loans™, JD 1.6 million from the Industrial Develooment 3ank
and JD 35 million from the "private sector".ll/ It is not possible from the
Plan document to make a functional differentiation between these categories
and to estimate the extent of foreign participation under "compan capital
and resources", '"local and foreign loans", contribution from the Industrial
Development Bank and "the private sector". A failure to clearly distinguish
between foreign and local sources of industrial financing is an important
weaxness in the Plan and mzkes an evaluation of the industrial sector in
accordance with plan targets and criteria ver- difficult. However, in general
it would appear that foreign capnital is seen as plaring an important part
in Jordan's industrial development. Naturally there is a concern to attract
petrofunds to Jordan and Arac interest and involvenment in Jordanian industrial

/
investment is nizh and continuing to exmand. = This irat investment is




usually public, and regicnal eccnemic integratisn in the area will
irvclve an expansicn of the puociic sector in Jordarian indusiry.

This opens up possivilities of establishing mixed private and public
sector industrial firms (involving “estern based multinationals feor
example ! which are concerned both with efficiency and ccmpetitiveness

in world markets and in evolving a production strategy which facilitates
nationil and regional objectiives of ensuring a wider and fairer

distribution of income and of meeting the basic needs of the lower

income groups in the different countries.
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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 UNIDO. As noted previously this relates to all
firms employing 5 persons or more in the miningz and manufacturing sector in
Jordan. Data were ccllected during 1372. The following industries have

been considered:

1. HMining 11. Petrol refining

2. rfood . 12. Rubber -
3. Beverages 13. XNon-metallic minerals

4. Textiles 14. Basic metals

5. Apparel i5. XYachinery

6. Leather 16. Electrical machinery

7. Footwear 17. Transport

8. rurniture 18. OCther manufactures

3. Paper 13. Chemicals

1C. Printing and publishing 2C. Tobacco

For each of these industries we have estimated variables as shown

in Table 6. They are:

4 = Iandustrial cost = cost of raw material + wages upon %the value
of output at current prices.
3 = Raw material imports upon value =added at current prices.
= 300k value of fixed investment upon value added at current
prices.

5 = B3cok value of fixed investment upon value >f sutput at current

prices.
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= 7alue added/ZImplo;ment.

D;J

= Imporied raw material cost/cos® of total raw zaterial (2t current
orices).

G = Net reverme/value of output (both at current market prices).

The value of these indicators is given in Table 6. Table 20 gives the

inter-industr; correlation matrix. The following relationships ought to be
noted:

1.

There is a significant positive correlation between the industrial

cost iﬁdicator and the raw material imoports to value added ratio and

a significant negative correlation between the industrial cost ratio

on the one hand and the value added upon employment and the ruw material
import ratio on the other. It would appear that the labour-intensive,
generally small- and medium-sized have high industrial cost. The somewhat
analogous positive correlation between industrial cost and imports as a
proportion of value added would be easily explained by the low levels of
value added generated by these enterprises. The larger firms with nigher

levels of labour-prdductivity have lower unit industrial cost.

The investment ratios are positively associated with the raw material
import/value added ratios in particular with Indicator 7. There is also

& positive association between the investment indicaters 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 thne investmeant structure

of the capital-intensive firms and the small- and medium-sized ones.
Investment ratios ma, be more directl; related to the firm's needs for

imports than to its overall capital intensity.

The value added /employment ratio (which may be taken as a proxy for

labour productivity) has a very high correlation 0.389 with 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 message here seems to be quite clear. Firms with relatively high
labour productivity have relatively nhigh net revenue ratios, high raw
material import input content and relatively low industrial cost. That is

to say, it is the modern large-acale sector firms which have high import




Table 20. Inter-industr,/ Correlation Matrix Jordan, 1972

A 3 c D B P G
A Industrial cost/output 1 0.261§/> 0.1982/ -0.0%8 —0.4232/ —0.2182/ —0.]502/
B Raw matcerial imports/value added 1 0.4812/ 0.1882/ 0.009 0.660é/ —0.074
¢ Investment/value added 1 0.9242/ ~0.075 0. 3802/ -0.044
D Investmenh/output 1 0.038 0.3062/ 0,037
4 Value added/employment 1 0.211% 0.530“
P Imported raw material/total raw material 1 -0.014

G Net revenue/value of output |

¢ -

-
-

E/ Statistically significant at 5 per cent confidence level.

source:  lable 6
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input content, ailzh srofit ratiess and low indusirial cost ratiocs.
with low labour productivity ratios (i.e. firms in the small-scale

industrial sector) have low net returns and high industrial cost.

The net veturns ratio is positively correlated with the labour productivitr
ratio and negatively correlated with the industrial cost ratio. It has no
significant relationship with the investment/output ratio or any other
indicator in Table 2C. Once again, the general finding seems to be that
firms within the modern sector are relativel; more likely to earn high
returns, whereas the net returns of the traditionul 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 moderm and the traditional sectors of the
Jordanian industr;, The former consists of firms with higher labour
productivity, hizher 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 higher 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 returms on this
sector. It is well known that a very large proportion of industrial raw
material imports are in effect subsiaized in Jordan through the Govermment's
licensing policy and its commitment t maintain a relatively over-valued
exchange rate. Similarly there is also a polic~ of industrial pricing and

of granting of tax reliefs, holidays, etc., which would tend to suggest

that the net returns of the modern sector are maintaired at a high level

and industrial costs are held low, It has unfortunately not been vossible
to calculate effective rates of protection for the different groups of
Jordanian indvstry and to quantify the difference that Government

policy makes to intra-industrial cost and productivity structure.

A calculation of these should be given priority for it will help us to
determine the true difference in the performance of the large- and

small-scale industries.

A final point that ought to be made is that despite differerces in

cost structures and in net returns, investment behaviour (as measured by

indicators in T-ole 20) did not seem to vary significantly between the
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different sectors of the Jordanian ecoromy.

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 Constani Elasticity of Production
Function, which may be writtern as

(1) Y=a/kT + (1-D) L 7P

vhere Y, K and L stand respectively for the actual values of output, the
actual value of capital inputs measured in money terms at constant nrices
and the inputs of labour measured in number of men employed. The function
issumes constant returns to scale and the 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/(1+P).

A time series estimate of the CES can be derived and gives useful in-
sights into changes in production techhology, but we could not use it due to

the lack of data on wages per worker in different groups of industries.

A cross section estimate of *he CES production function was obtained 122/
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 Bstimate of the Elasticity of Substitution
in 2% Jordanian Industries, 1972

(3]

Industries slasticity of Standari error 3
Sudstitutinn

Consumer zoods 1.158 c.67 .59

Intermed:ate goods 1.573 C.i2 3.63

Canital zoods 1.376 0.5) C..9

Total 1.360 2.1006 Delll

Sourse: iner Assoc., Industrial Tevelaonent of Jordan Tor TUID0, Aanex 1.

I | |
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The 3~ are not particulariy high. This is partially explained - zae

narrow range of variations irn wage rates. This leads to relativel nigh
standard errors, but is not the source of bias in the elasticity of suo-

stitution co-efifiencs.

The estimates of the elasticity of substitution range from 1.15 for the
consumer goods industries to 1.57 for intermediate gecods industries. An F-test
revealed that the regression co-efficients are significantly different from
zaro at a one-per—cent level of confidence. The estimate of elasticity of
substitution for the consumer goods industries is not, however, significantly

different from 1 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 than average increases in their labour
productivity., On the other hand, industries which have low substitution
elasticities are expected to have low rates of increase in labour pro-
ductivity. We tested this by comparing rates of growth of latour oro-
ductivity across Jordanian industries with their substitution elasticities.
Table 22 shows that there is a clear association. Ahovs average increases in
labour productivity were found where elasticity of substitution between
capital and labour was highest. This particularly true of industries in the
intermediate goods sactor where both the elasticity of sudstitution and the
growth of labour productivity is nigher than in the other two sub-sectors
of Jordanian industry. Abilitvy to substitute capital for labour was thus

an important factor behind the increase in productivity in Jordan.

Tavle 22. Compvarison of Zlasticitr of Substitution 3stimates and Rate of
Growth of Labour Productivity in Jordanian Industries

Industry Blasticity Rate of nroductivity growtn
Substitution 1365-1374 annual average (£)

Consuner zoods 1.15 2.75

Intermediate zoods 1.373 25,2%

Canital zoods 1,374 15.5%

Source: Table 21; Azar, Lonz-term Prosisects of Industrial TCevelsoment in

Jordan, Statistical Annex.




A more detailed picture of the pattern of industrial growth in Jordan
may 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 Change in Pakistan's Manufacturing
Sector", Pakistan Development Review, 1965) and Ahmad ("Import Substitution
and Structural Change in Indian Mamufacturing Industry, 1950-1966", 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 increase 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) AX-M1;(D+H)+M1AE+(M2—M1)Zz
Where X

domestic production

= final domestic demand

¥ U
(]

intermediate demand

= export demand

total supply = X + imports
1’ X, /Z, a.nd

o= X2/Z2 (i.e. M is the ratio of domestic production to total
supply)

Application of (2) allows us to separate increase in domestic output

= &R N =

in an industry on the basis of (a) an expansion of domestic demand = M1A(D+w)
(b) an expansion in export = M,LE and (c) an expansion in import replace-
ment (M2 - M1)Zz.
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 Developmeat in Jordan, Statistical

Appendix, Table 12). By aggregating our findings, i.e. by applying

th

A a F2X, = 2M . Z(D. . MOLE. + Z(M,. =M )2,
(3)  2rxg Xpo= 2M L L(D + W)+ 2B+ (M, - M )2,
Where &IS = change in ocutput of the whuie industrial sector.

to the industrial sector, we can estimate the importance of thesas three

gsources of Jordanian industrial sector as a whole as well as for its major

subsectors (i.e. consumption, investment and intermediate goods industries).
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Table 23 gives the result of applying expression (2) to Jordanian'
indusgtrial data. Table 24 summarizes the main results by applying expression

(3) to the major sub-sectors of Jordanian manufacturing.

The following features characteristic of the growth of the Jordanian

zanufacturing sector emerge from an examination of Table 23 and 2£. *

1. There have been significant changes in the main "sources” of industrial
growth during these three periods. In the first period expansion of -
domestic demand arnd import substitution were equally important sources
of growth - the latter for investment goods and the former for the
consumer and intermediate goods sector. In the second period the main
source of growth in the manufacturing sactor was import sudsstitution,
particularly in the capital goods sector. In the third period import .
substitution made no contribution to mamufacturing growth whatsoever

and the main 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 particularly insignificant but
their importance as a growth source has risen over time, SZxport growth
seems to be an important factor influencing growth in the intermediate
and investment goods industries. In these industries as well as in the
consumer goods sector expansion of domestic demand is the most important
source of output growth. Rapid growth of GINP, accelerated in particular

by larze irflow of worker remititances from the Gulf States, has stimulated

industrial growth very significantly. The rnegative contribution of domestic
demand in the investment goods sector in the period 1363-137C mav be 2x~
plained with reference to the fact that the 1947 %War and the subsequent
civil unrest had led to a considerable reluctance in setting up new nlants,
building of new houses, factories, etc, The reconstruction really got under
wa: in the Three-Tear Plan period amd in that period the contridution
of domestic demand expansion to growth in tne investment industiries was
very nign.

3. The high level of import suvstitution in the capital zoods industries
in the first two periods is parvially due to thaz Zovernment's larese

>

concession granted, in tae Tora 2 tax relief, sutsidizinz of imnorts, etc.,
to investment in itnis sector. Zuring the Seven-YTear Plan arni tae Thiri-Year
Plan, nublic investment was also channelled towaris the mineral resource-

vased industries, thus creatine further imnetus for ziving concession 4n
7 - ]

thils sector and makinz imnert sudbstituiion eas . Import substitutisn in




Table .23, HSources of Gxﬁgfh in Jordanian Hanufactuvrinz Industry, 1960—1975y

(value in thousand JD at currcnt market prices)

=A== E bmE); B oo

1

svuree: Azar, op.cit., Table 12, Appendix.

B C = Iy, (z2)

1953:0-1965 1965-1970 1970-1975
Pame of industry A ) ¢ Total A B ¢ Total A B C Potal
oo 3,302.2  140.4 2,307.4 5,750 1,315.2 -33.,3 990.1 2,272 13,215.6 336.2 -8,142.7 1,790
';cvcpagcs 142.6 - 27.4 170 15.1 9.6 - 27.7 -3 1,272.0 187.4 496.0 1,90
Y oLacco 382.1  301.8 - 113.7 570 - 378.1  73.1 - 28.2 - 333 836.8 191.2 122, 1, 200
Pstiles 308.7 - 0.2 12,745.0 1,523 - 294.6 36.8 - 83.2 - 341 1,946.0 127.5 360.% 2,911
Lorarid 421.4 12.0 369.7 803 -64.2 2.5 -487.2 -549 2,760.9 279.0 -1,243.9 1,725
Leather 35.7 0.5 592.8 628 -291.4 -3.0 - 18.6 - 313 510.0 219.6 110.6 904
woutcar 254.0 17.2 173.8 445 -242.1 8.8 -19.7 - 253 372.0 108.5 - 8.7 - 300
i waeni ture 1,347.9 - 0.7 87.8 1,435 46.9 -~ 2.4 - 0.5 44 883.3 15.0 - 290.3 607
Saper 61.4 4.2 163 202 6.7 17.9 137.3 182 903.7 57.7 -~ 22.0 730
Printirg 333.5 4.5 - 33 124.0 - 5.8 - 319 514.0 6.0 - Ny \
Slonicals 306.5 7.1 1,161.4 1,415 448.9 (5.8 113.3 628 2,583.0 767.5 -2,868.¢ 4r2
Pclrol Refinery - -  4,639.0 4,639 -631.4 -54.4 -937.8 -1,623513,121.7 144.0 -4, 1013 C,a00. )
Cubler -209.0 0.4 - 223.5 - 244 #11.5 - 36.5 25 192.6 0.7 - 211.3 - 18
“un=netallic minerals 627.0 46.4 425.3 1,099 -1,216.3 186.8 -599.5 -1,629 §76.1 853.2 ~1,475.3 Hd
“Zasic metals 350.5 0.1 1,229.4 1,560 967.3 0.2 2,146.5 3,114 11,224.1 306.7 -10,120,0 1,520
f.achinery - 21.3 - - 13.6 - 9 44.2 - ~42.2 2 402.2 7,557.0 1,920
lectrical 20.7 2.4 48;.9 509 12.3 36.6 213.1 262  3,086.4 -20.0 -2,609. 5% 3717
Treasport 202.7 - 204.3 487 163.2 - 15.8 179 5,690.2 - 5,415.7 215
Jiher 319.7 1.3 -108.9 132 410.3 -6.2 -120.1 284 -~ 42,2 2.4 153.9 114.0

et o St et et & e =



Tanie 24, 3Sumzzry: Scurc2es of Srowsh in th: Jordinian zaufzcturins Sector
(rercentz-~c)
Percentare of itctal =rowth Impors
due teo Domestic demand Export ercwth substiivii.n
1966-1555:
Consuner gocds indusiries 54.69 4.15 41.14
Intermediate woods industries 52.86 0.91 45.47
Investment zcods indusiries 14.26 0.62 85.11
1365-1370: .
Consumer mocds industri'es 22.58 19.06 58.84
Intermediate gsocds industries 83.139 4.98 11.61
Investment scods industries -217.0% 55.58 249.63
1970-1975:
Consumer z£oods irndustries 165.51 10.95 ~ 76.47
Intarmediate ~oods industiries 226.21 45.49 -171.71
Investment =ccds industiries 135.77 7.05 - 92.53

Source: See Table 23.

the consumer goods sector nas been relatively lower precisely because
public investment (and involvement of other sorts) has been slight.
Therefore, one would expect that innuts into %this sector are less
subsidized than inputs into the investment goods sector. Also, the public
sector is not likely to be a major buyer of the output of consumer zoods
industries. For both these reasons, competition between domestically
oroduced consumder goods and consumer goods imported is likely to be still.
Statements of this t;pe are at present in the nature of generalizations
because of the lack of firm evidence about the pattern of Governmen
support to different groups of manufacturing industries. Such information
could be made available b calculating =ffective rates of protection for

Jordan's industries.

d. The nezative contribution of iamport sutstitution %o manufacturing outout

growth in 21l zroups of industries during the perisd 137C-1275 is ax-

n~lained o the massive incrzase in import demard renerated witiu'n the




Jordarnian econo~y in response, first of all, to reconstruction after ‘
the June War and the 137C civilian clasnes and, secondly, in response

to the massive inflow of oil money on the one hand, ard remittances fronm
Jordanians oﬂ the other. 3oth of these factors were of less significarnce
during the 1960's. It was in the wake of the oil boom that Jordanian workers
started to be recruited in large mumbers (in the 1960's unemoloyment in
Jordan had been in the rate of 7-8 per cent, today it is less than 2 ner
cemt of the labour force) by the Gulf entreoreneurs. Similarly is was

only after petro-funds bedame readily available (i.e after the 1973 oil
price hikes) that Arab public sector investment in Jordan became such a
rajor factor. With a high propensitry to import, the availability of foreign
exchange and tane undertaking of an ambitious developrent programme in-
evitably meant a reduction in the proportion of domestically produced goods
to total supply in all groups of industries. The reduction of import
substitution as a contribution to output growth in the manufacturing 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 made available,
import substitution, particularl:r in the mineral-based industries, would

have probably continued.

5. A serious attempt to reduce the trade deficit will undoubtedlr lead to

the creation of capacity for import substitution within the Jordanian
manufacturing sactor. Given existing Government policies, import sudstitution

capacity is likely to emerge in the non-consumer goods sector. 4 recernt stud:,

b the Jordanian Roval Scientific Societyiﬁaa;gues that import substitution
possibilities exist in industries producing slectricity, gas and liquid
meters, lamp and lighting fittings, tubes, pipes and the}r fittings, taps,
valves and corkscrews, bolts, nuts, nails and snrings;2£' If Government
policy were to become more favourable for the development of light industr-
import substitution possivilities would in all nrobehility emerge within
consumer goods manufacturing dranches as well. However, import suostitution
created deliberately by Government protectionist policy creates ar industrial
structure characterized by inefliciency and industries developed in such

a manner take a conaideraﬁle time period before they can significantly
penetrate export markets. If export expansion is envisaged within the
context of a Common Market - the Arao Common Market has not borne much

fruit, but the integration with Syria and the possibilities of co-operation l

M
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with Irag are much more significant developments - there need de rnct
ccntradicticns between achieving an expansion in both expert 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 poclicy will be an important determinant
of where import substitution capacity will emerge, it is important

to review the system of industrial production and incentives with a
view to regional harmonization so that todzy's inefficient induc*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, tc outgrcw their irefficiency

and become strong international competitive ir the not tco distant
g D

future.
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CHAPTER IV

INDUSTRIAL DEVELOPMENT PCLICY

Constraints and objectives

Jordan's industirial development is constrained by a number of factors,

of the most important are listed below.

Jordan has a relatively narrow ressurce base and the development of

a diversified 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 which she is wholeheartedly seeking to
exploit, but due to the wide variations in the price of minerals

- and indeed the secular decline irx the terms of trade of primary
products - investment from private sources is not easy to procure.
Moreover, multinationals prefer to locate processing units in
developed market economies for a host c¢f reasons. Thus, mineral

based processing industries have to rely heavily on the mobilization
of public investment funds. Jordan has clearly realized that deSpite
her commitment tc "laissez-faire" a rescurce based industrialization
strategy must mean an expansion 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 way of rapid expansion

of government industrial investment.

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 137C.

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 .-

1367. The fact that after each repeated shock the economy has been
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aple T0 recover and recoup the lost ground and surpass former
leveis of growth is proof of its inherent resilience. But

the fact that Jordan has had to face sc many shocks and
catastirophies has meant that economic growth has been very
uneven in most sectors. Peaks and throughs have been usually
steep. Attempts at rativnalizing production processes within
the industrial sector or at harmonizing various aspects of state
industrial policy have not borne fruit sometimes because of

unprecedent or unforeseeable develcopments.

One of the unprecedented - though perhaps not unforeseeable -
developments has been the astourndingly rapid expansion of
economic activity in the oil rich states of the Middle East.

This expamsion in comstruction, commerce and service industries
in Saudi Arabia and the Gulf States has affected the Jordanian
economy by inducing a large number of skilled and unskilled
workers (including technicians and management persomme.) to
emigrate. Labour and skill bottlenecks have developed within

the Jordanian industrial sector and the Government has felt
obliged to adopt an industrialization strategy which encourages
the deploymeni of capital-intensive techniques of producticn.
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 development

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
mot 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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The "openness" of the Jordanian economy constitutes both

a challenge and an opportunity to Jordanian industrial

plamiers. It is an opportunity in that it allows Jordan to

gear its industrial development tc a far bigger 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 Jordan's balance of payments makes

its Covernment more and more dependent on the availability

of foreign budgetary support and foreign public investment

for the undertaking and sustainment of industrial development
programmes. Some of the delay 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 redvce economic dependence the only realistic
alternative open to Jordan is to aim consciocusly at the develop-
ment of a regionul industrial structure in which the resource
potential of the different nations are 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 ccmmitment to economic co-operation with Syria and Syria‘’s
extended programme of economic integration with Iraq provides

a useful opportunity for constructing indusirial complimentarity

in the economic structurzs of these countries.

Bmphasizing regional integration will allow Jordan to deal
effectively with ancther important constraint on its industrial
development: the problem of organizing the traditional manufactur-
ing sector. As we noted earlier, almost 30 per cent of the *otal
number of Jordanian industrial establishments are within this
gsector. These provide an important source for developirg back-
ward and forward linkages between the urban and rural sector

and for the employment of rural migrants. An expansion of the

medium—sized estabiishments at the cost of the traditional

industrial sector will mean an accentuation of dualistic tenden-

cies within the economy and an ever increasing flow of




migrants to the oil states. Thus, Jordan will deprive itself of an
important source of entrepreneurial skill. There is ample sc¢pe [or
the existence of a libour-intensive import substituting industrial
sub—sector and its ecistence need pose no threat to Jordan's regional
partners for its imports originate mainly in the Western countries.
The ability to identify import substitution potential and to exploit
it through the use of a labour-intensive technology may allow Jordan
to come to grips with the problem of imbalance in the inter-regional and
intra-personal distribution of income and wealth; a provlem that is
likely te grcw in economic significance and in political salience now
that inflation pressure is high and standards o’ living of the low
jncome groups are falling. The protection of the informal industrial
sector is an important mean for protecting the jobs and incomes of
these people au well as a mean for reducing Jordan's enormous import

bill.

The relative importance that Government ascribes 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 anmial
average rate of 26.2 per cent;

(b) Achieve a better geographical 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 in accordance with local town
planning requirements;

(c) Develop the activities of mining and industry through
the following measures:

(1) Process local raw material into finished
products whenever economically feasible

and export raw material which cannot be

processed lccally;
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(ii) Establish and develop food industries with
particular emphasis on the processing of
local agriculiural 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
agriculture and construction;

(e) Achieve a higher degree of Arab industrial co-—ordination
and ... co-ordinating ... their long-term strategy of
industrial development;

(f) Increase domestic exports of mining and industrial prcducts
from JD 33 million in 1975 to JD 150 million in 1380;

(g) Continue geological studies on prospective raw materials

... and effarts on oil explcration.” Dd’

It is obvious that the Government is articulating a resource-oased,
export—oriented industrialization strategy. Crucial to the success 0. 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 assesament 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 aad the institutional framework that has evolved as a media
for the articulation of industrial development policies. This will enable
us in the final section of this study to assess the prospects for Jordanian
industrialization and to suggest a role which UNIDO can play in the industrial

development of this country.
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Planning industrialization

The Jordanian Governmnent nas been involved in industrialization
progrwvimes in a formal way since 1352 when the Ministry of Plamning 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 mediun-sized cement plant. The Government contributed 49.5 per cent
of the share capital of this company. In 1956 a petroleum refinery was
established with the Government equity participation being 16 per cent.

The Government emphasized the role of the private sector as the main

agent of industrial development and was willing to give substantial
concessions for the establishment of large-scale modern industrial enter-
prises. There concassions included protection of infant industries through
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 alsc conducted z series
of feasibility studies for major industrial projects. Finally, it was during
this period that the Law for Encourczement and Guidance of Industry and the

Law for =ncourzgement of Foreign Investment were adopted in 1353.

In 1362 the Firs: National Economic Plan was inauguratei.gg/ The Plan
envisaged the granting of liberal concessiins to the private sector, which
was seen as the main motive force behind industrial development. Turing
this period the Law for the Encouragement of Foreign Investmeat bore fruit
in the shape of substantial investuent b - Amstel and Henninger 3eer, Heild
Brothers of England and Animal Field with Profina. The public sector's
role was limited to equity participation in large-scale joint ventures
and the conducting of feasibility studies, An Industrizal Develooment Centre
was established - mainly staffed b~ UIIZC and ILO - and it conducted courses
in business management, industrial accounting, time and motion studies,
ete. In 1265 the Jorian Industrial Develooment 3ank was established with
the ovurpose uf providing medium- ani ldng-te}m loans to crivate industrial
ertern. .3es and also to undertaxe equity oarticinaticn where annronriate.
In 1957 an ZIncouragzement of Investment Law was adonted. This reonlaced the
1735 legislation. "This new legislation gave nore generous evemntions ...
ard zrovided for the expatriation »f fora2izm investmert .... (It 2xtenifed)

the inco.e tax aoldings %o local industrial and sther nrojec*s so t:na




trhese can ztiract Joreigm investment which the 1333 legisiation failed

o 81/ . L .
to achieve."=— The First Plan period also saw the establishmert of a
tandards Bureau within the Ministry of llational Zconomy and the elevation

of the Industrial Section within the Ministry to a Directorate level.

In the aftermath of the June War industrial development was signi-
ficantly affected. In 1367 labour migration started on a large scale and
skilled shortages started to emerge as major constraints on Jordan's
industrial development. This was coupled with a crisis of confidence in
the national economy due %tc the large-scale influx of the Palestinian re-
fugees, the occupation of the West 3Bank and the domestic dislocations
generated by the War. The Government estimated that +total loss in the
industrial sector during the period 1967-1370 amounted to JD 2 million.ég/
During this period the Government concentrated its efforts on restoring

the infrastructure and the procuctive capacity that had been destroyed.

In 1373 the Three-Year Development ”'an was inaugurated. Zmphasis
was placed on the execution of industrial projects, the feasibility reports
for which had already been prepared in the opreceeding periods. The bulk of
the investment in the mining and manufacturing was expected to originate
in the private sector and nizh 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 arnd capital
equipment coupled with a significant rise in industrial wage rates created
proolems. The Govermment was particularly concermed during this period with
reducing the level of underutilization of capacity which r z2d4 between

25 and 35 per cent of installed machinery in 1371 gé/and with creating
/
9.000 new job opportunities in industry iuring t-: period.gﬁ“ihphasis was

also placed on the rapid expansion of industrial exports.

In order to achieve these ovjectives thz Go..rnment set up an Industrial
2evelopment Corporation in 1373 with a viaw to expediting industrialization
activities within the Kingdem. I amende  tne 1367 Zacourazemen*® of
Indusiry Law of 1767 to nrovide adiitional Zacilities ard eremntiosns t9

orivate sactor investors. It w2 l2simmed o ercouraze the estavclisnment
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area. The Government also reviewed the existing licensing sy stsm with

the intention of providing incentives for tae undertaking of industrial
feasivility studies by the private sector, andi the avoidance of djuplication
of investment in cases where the demand did not justify such proliferation
of industrial enterprises. The new industrial licensing system aids the
merger of small industrial enterprises and the adoption of production and
management techniques which could enhance labour productivity within the

industrial sector.

In the Five-Year Plan period (1976-1380) some of these features of
the industrial licensing system have been modified: in particular, the
Goverrment has considerably relaxed its prohibition regarding duplication
of industrial investment. In the first wear of the Plan, the number of
medium-sized establishments given establishment licences increased by
142 per cent. §§/'I’his relaxation has been described as a "dramatic change
in Government industrialization policy (which has) ... given the industrial
sector new momentum and a competitive spirit unprecedented in the history
of industrialization of Jordan".géf/Tariff rates on imported industrial
raw materials have been lowered in 1377. Industries established with the
explicit intention of exploiting export markets have been automatically
granted licenses and new legislation for attracting foreigzn investment is
envisaged. The specific measures taken for the encouragement and re-

organization of industry durinz the 1376-1330 period are summarized below:

1. Confine the functions of the Natural Resource Authority
to the exploration of mineral deposits, o0il, natural 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 aad
natural gas;

J. Establish a committee to re-examine the customs tariff

structure with a view to making it more ccnducive 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 fonting with.

similar industrial products imported from countries which

enjoy special exemptions either by virtue of economic

agreements or of the provisicns of the Arab Common Market;

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;

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 %o indusiries which move into such zones:

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 procadures and requirements;

Continue the Government practice of taking initiative in

regard to the setting-up of productive projects in various

fields and participation in their capital;

Enforce standard specificaticas and control procedures with

regard to national industrial products;

Modify the Encouragerent of Investiment Law No. 53 of 1972

with a view to:

(a) Providing additional incentives to export-oriented
projects;

(b) Permitting individual foreign investors to establish
irdustrial export-oriented projects either on their
own or through unlimited participation with local

capital;




10.

11.

12.

13.

14.

(c¢) Providing additional privileges and incentives to
industries which produce primary and’/or intermediate
products for use in existing industries;

(d) Giving greater incentives to public share-holding

companies;

Review the role of the Industrial Development Bank with a
view to enhancing its effectiveness in industrial develops
ment;

Augment the staff of the Amman Chamber of Industry so as
to enable it to answer inquiries related to industrial
investments;

Set up a vocational and handicraft trairing fund, and
encourage the establishment of co-operative societies

for handicraftsmen with a view to enabling them to obtain
the necessary financing;

oxert every effort in the area of Arab industrial cc-
ordination and co-operate with other Arab countries <o
implement technically and economically viable joint
industrial projects;

&’

Hold an industrial fair as soon as possible.

The mzjor projectsadopted by the Five-Year Plan in the industrial

sector are given belcw: (also see Table 25)

1.

0il Exploration: In association with Filcon (a United States
veiture), the Government is undertaking extensive explorations

in the Dead Sea, the Jordan Valley and the Northwestern Hills

of the East Bank. Filcon and the Government have signed a thirty-
year agreement, nine years of which will constitute the exploration
stage. "ilcon will spend JD 2.7 million during the Five-Year Plan
on this project. The Government will contribute a sum of JD 4.o
million (from both domestic budget sources and foreign aid) to

oil exploration projects. Besides, a sum of JD 525,CCC has been

earmarked for prospecting of iron-ore, lead sulphide, copper

graitite, mardle rock and gypsum, etc.




Investigation ¢f underground thermal energy: Total ccst

of this proj.ct of geological studies and exploratory
drilling in the hot springs area is estimated at JD 30C,JCC
~ 25 per cent of which is expected to come from foreign

aid sources: specialized consulting firms and UN agencies

are to be involved in this project.

Natural Resources Authority Workshops: This project aims

at re-equipping and modernizing the existing workshops with
the aid of specialized consulting firms. Total cost envisaged
are JD 465,0C0 with 2 foreign aid component of 23.5 per cent.
Expansion of phosphate yroduction: The aim is to expand
phosphates production to 5.4 million tons annually by 1980.
Infrastructural investments, necessary for transportation
and marketing of the increased production 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 Jcrdan Phosphate Kines

Co. - a public sector concern, whica intends to attract
extensive foreign loans for expansion of phosphate production.
Zxpansion of production is no guarantee of expansion of sales
revenue, for most of the output is destined for export and
world market prices for phosphates have been falling. Thus

in 1976-1977 income received from phosphate sales was onl

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. §2/Investmuut in phosphate mining has expanded
rapidly throughout the Five-Year Plan period with significant
growth in Fa'am and at al Hasa. In 1379 Soviet technical
assistance was utilized for examining the feasibility of pro-

’

specting for phosphate reserves at Shidiya. L
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5. Expansion of petroleum refinery: 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
1379. An investment of JD 39 million is envisaged in the
Plan period with a foreign lcan and investment contribution
amounting 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 refinery unlike the phosphate and fertilizer
plants, producea mainly for the home market.

6. Expansion of cement production at Fubels: This involves
an investment of JD 8 million over the period and aims
at expanding production by the Jordanian Cemexnt Company
from 1.7C0 to 3.700 tons per day. Production is mainly
earmarked for the domestic market. The investment in this
project is now expected to bear fruit by 1981 by which
year the desired expansion in productive capacity will
have uateriali zed.ﬂ/

7. PFertilizer production: The Jordan Fertilizer Company has
been established with equity participation by the Government
(26 per cent), the Jordan Phosphate Mires Company, the
International Finance Corporation, AGRICO and "Jordanian
and Arab individuals and associations" 22/ 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 - with
JD 41 million by foreign loans to the Jordan Fertilizer
Company. In 1978 financing for the Aqabea plant was arranged
Wwith the IFC and some Arab banks. The main contractor for
the plant is Spie Batignolles of Paris and technical
advice is to be provided by Mitsu Toatsu of Tokyo. The plant
is now schedules to oper in 1980. 23/ Project costs have
risen rapidly (in 1977 they were estimated at 3 300 million)2§/

which is the main reason for the delay in project implementation.
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and Ixusirv Projects

1976 1977 1978 1979 198¢C Total

0il exploration 500 880 1,000 1,000 1,250 4,630
Genersl Prospecting 125 100 100 100 100 525
Investigation of Underground

Thermal Energy 75 75 100 25 25 300
Natural Resources Authority

Workshops 30 135 150 80 70 465
Expansion of Phosphate

Production 10,000 5,000 5,000 3,000 1,000 24,000
Expansion of Petroleum

Refinery 16,000 17,000 6,000 - - 139,000
Expansior. of Cement Production

of Fuheis 4,000 4,000 - - - 8,000
Chemical Fertilizer Imdustry 7,000 27,000 24,000 3,C00 - 61,000
Potash Extraction 1,500 2,500 3,000 8,00¢ 10,000 25,000
Cement Industry in Southern

Jordan 300 1,000 4,000 8,000 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
Industrial Estates 100 500 500 500 - 1,600
Standard Specifications 60 140 100 - - 300
Other Private Sector Investments

in Mining and Industry 6,000 6,500 7,000 7,500 8,000 35,000
Total 46,790 65,730 53,950 34,205 28,445 223,120

Source:s PFive Year Plan, p. 155
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8. Potash Extraction: The potash project described as
"the biggest Jordanian industrial venture” 22/ is
expected to involve a total investment of $ 450 million.
It is to be run by the Arab Potash Company and to go
into production in 1982. The fovernment's equity share
in the company is 51 per cent. Engineering and construction
supervision is in the hands of the Jacobs Group of California.
Besides the Jordanian Government the other major financers
are the Arab Mining Company (which holds 25 per cent of the
shares) and the Jeddah Islamic Development Bank (which
owns T per cent). Loans have been arranged from USAID,
Litya, Iraq, Kuwait and the OPEC Special Fund. Production
is mainly aimed at the Arab export market and project is
expected t~ contribute significantly towards an expansion
in industrial employment. In granting a $ 35 million loan
for this project (for a 13 year period with a 6 months grace
and 7.9 per cent) the World Bank noted that the implementation
of "the project will have a majcr impact on the Jordanian

economy".

Among other projects indicated by the Plan are the expansion of
a textile factory at Zarga which was established in co-operation with
Taiwanese businessmen in 1974. This will involve an investment of
about JD 3 million during the Plan period. JD 5 million are allocated
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 3CC,000 have
been earmarked for the completion of building and laboratories of the
Deparment of Standard Specifications and '"to conclude an agreement with
UNIDC for the operation of these laboratories and to enforcement of
Jordanian standard speCifications".Zl/ A summary of the projects to
be undertaken in the mining and manufacturing sectors during the Five-

Year Plan period is given in Table 25.

investment in other projects are according to the Plan to be
undertaken by the private sector. This is to amount to JD 15 million

over the plan period (i.e. 15.27 per cent of total industrial invest-




ment ). This JD 395 million will be distributed between:

(a) Expansion of established medium sized industries employing
1C to 100 people in the textile, tanning, marble, food, 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, clay 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 maintearance and service workshop). Investment in
this sector is expected to equal JD 9 million (C.C04 per cent of total
investment in the industrial sector in the Plan period). The small-
scale industries are not likely to attract a very large proportion
of the loans from the Industrial Development Bank.(JD 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 Government's
present industrial strategy is to foster the development of the large-
scale, mineral resource-tased capital-intensive industries with a
view to exploiting Arab and East European export markets. The insti-
tutional framework for industirialization that has emerged reflects
this strategy. We now turn to a review of this institutional inira-

structure.

Institutionalizing industrialization

According to the 1974 Industrial Survey conducted by the Jordan

/
Department of Statistics 2§’1:he industrial sector ccnsists of:

(a) 70CO small-scale establishments employing 10,964 workers
(constituting 41 per cent of the total industrial labour

force). These establishments employed 1-4 workers each.




(o) 531 :stablishments employing ar industrial ladcur Zorce

of 15,964 (i.e. 59 per cent of the total). 22

(c) We have also seen from liner and Associates Survey of
Jordanian industry conducted for the year 1971-1972 that
J per cent of the enterprises in category (o) 100/ could
be classified as "large firms" - the average assets cf
firms in the "non large" category of establishments with
S or more employzes was about 6 per cent of the average
assets of enterprises in the "large firm" category in
Niner's Sample. The "large firms" accounted for 55 per
cent of total labour employed by Jordanian firms with
5 employees or more. oy The 3C companies in which the
public sector has a holding are to Je found within this

sector.

The economic organization lQQ/ of the three sub-sectors varies
considerably. 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
establ ished traditions and behaviour patterns. The labour force within
this sub-sector is usually related tc the proprietors by blood and
family ties. The business is generally passed on from father to son,
out the rate of bankruptcies is high. Part time obusiness and part
time employment of‘labour is common. Use of mechanics is gaining
popularity as is the use of electricity as a source of energy. 89 per
cent of the Industrial Development 3ank (108, sample of small-scale
industries used electricity as the main source of energy. Under-
utilization of capacity is high. "Self servicing" (repairs done by the
workers themselves) of machinery is common = although a large group
alsoc make use of specialized repair shops. Famil iarity with production

processes is high so that 85 par cent cf tne IDB sample stated

that they had no difficulty in selecting appr-opriate machinery.
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ilthough formal vocatioral iraining is low, 2lmost the whols werk Torce
goes through a period of apprenticeship to the master crafisman, althoush
tne lack of skilled labour is emerzinz as a serious provlem (30 per cent
of IDB sample reported that unavailability of appropriate workers was 2a
serious problem) the main cause of this is not worker emigration but

rather wages ccmpetition among enterprises.

Indebtedness among the small-scale enterprises is high; the main
sources of finance are 1) wholesalers; 2) family and friends, and
3) commercial banks. The IDB is a source of credit to only l ver cent of
the enterprises. Of those who need to deal with commercial barnks, 3C per
cert do not vecause of the Islamic injunction against thegiving or taking
of Ri'ba (interest) - the others because of high interest rates or
comlicated procedures. However, getting cradit from the zanking sector

is not seen as a major problem.

Prices are generally determined in this sector on tne Dasis of
total cost. Production is undertaken mainly to fulfil customers' orders
and the overwhelming majority of oroduction is destined for the domestic
market. Direct sales are the main method of marketing. Three fourtas of

all sales are on a casn vasis.

The "formal" industrial sector is organized ty the ftraditional
merchant class which emerged as an important eccmomic sector in the organi-
zation of colonial trade in the days of the 3ritish protectorate over
Palestine. According to the 1374 survey the "typical" firm in this sector
employed 22 peoplelg}/ and had fixed assets amounting to JD 113,604.395/
For Miner's sample, estimated under-utilization of capacity in this sector
was very high - no less than 24 per cent of existiing capacity was un-
utilized.lg2/The main reason given by the larze firms for this vast

TAZ
capacity under-utilization was "lack of sufficient domestic 1emand";99[
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efficiency."™ Ailthough no estimatass of effaciive protaction rates
are availaole it is undouotedly true that these industries enjoy very
heavy protection. Import of gocds which they oroduce is in most cases

permitted only if they are not in a position to satisf{y domestic demand.

Many of the firms in this sector are using obsclete technology
and equipment and there is a lack of experienced skilled labour and
managerent and skilled repair and maintenance mechanics. They lack
export market skills and also have dirfficulty in negotiating credit and

purchase of approoriate technical equipment.lo

These firms generally have little trouble in obtaining bank
finance. Debt/equity ratios are high as is liquidity. Joint ventures
and government participation in one form or another is bYecoming more
and more common ard the granting of an industrial licenses to a medium-
sized firm invariably means acceptance oI government's commitment to
its survival. The Government has been attempting to induce the medium—
sized and large-sized firms to rationalize production process and this

has in effect amounted to an encouragement of mergers.

The institutionalization of the public industrial sector has had

the aim of fostering modernization and rapid industrial growth. The
small-scale and handicraft industries have remained virtually untouched -
and although some small stens are veing taken to foster their progress the
general feeling remains that it is in the development of "moderm", "highly
efficient" capital intensive project oriented towards vast export markets
that Jordan's industrial future lies. The Govermnment has thus approached
the task of industrial organization giving the needs of this sector fore-

most priority.

Since 1393 when it came into existience the liinistry of llational
Zconomy has been the nuciesus for the evolution and articulation of the
SJovernment's macro-economic nnlicies., From the mid-1)350s arn Industries
Section nad oseen a2staclished witnin this ainistry. Jrizirally it was stalfedl
by just tor=e officials - an economis®, 2 civil 2nsineer and a 22353

accountant - and its main functisn was to annraise industrial nr:jeciis -
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and recommend issuance of licenses., — Tn 1364 *ne Industrial
Development Centre was established zlso within the Ministry of
National Sconomy. As noted earlier its main purpose was the
organization of industrial training and UNIDO experts p-rticipated
extensively in its work. Since the mid-1960s a standards and
specificatior burcau has also been estavlished under tkhe Ministry.
The Five Year Plan is particularly concerned with improving the
performance of this bwreau as improving the quality of Jordanian
manufactures is essential for the pene*ration of export markets. lll/
A N- tural Rezources Authority for the exploration of mineral resources
and the desigr, operation and maintenance ¢f irrigatiou projects

has also been in existence for quite some tim=.

In 1373, the Industrial Development Corporation was set up.

All "government ownership rights and subscriptions to capital of
existing industrial establishments were (entrusted) to the Corporation"
and "to (the Corpcration) shall revert the funds and assets of the
Industrial Development Centre of the Miniz*ry of National Economy". llg/
A little later further reorganization took place, the Ministry of
National Economy was re-named as the Miaistry of Industry and Trade
(this is the Ministry with which UNIDO now deals) and the Industrial
Development Cenire ceased to exist. The functions 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

igsuance of licenses for the creation ¢r new industrial establishment

and the rennovation or expansion of existing onee. The Industries
and Trade Minister (along with the Minister of Finance, the Governor
of the Central Bank, the Prezident and Secretary General of the
dNational Plamning Council, the Presidents of the Chambers of Commerce
and Indvstry, the President of the University of Jordan and the Prime
¥inister) is a member of the National Planning Council anc alsc of
the Council of Economic Security. The Planning Council 1is encharged

with the responsibility of '"preparation of the state's long-term plans...




and of the annual implementation projects which shall be approved

/
within the comprehensive planning programmes." 1y A permanent
Planning Committee exists within the Ministry of Industry and Trade

for co-ordination with the Planning Council.

The central document of industrial legislation is the Exncourage-
ment of Investment Law No. 53 of 1972. This law is reproduced in
summary form as an appendix to this study. 11&/

This law replaced legislation of encouragment of investment or
1955, 1957 and 1967 and parts of it are to be ammended in a proposed
draft law according t> the Five Year Plan. The ammendments envisage
the provision of additional incentive for export oriented indnstries,
to foreign investors, to producers of industrial inputs of existing
industries and for the establishment of joint venlu..s between the public
and private sectors. 112/

A key institution established in 1965 for the purpcse of providing
finance for industrial investors is the Industrial Development Bank of
Jordan (IDB). It is jointly owned by the Government and private sector
institutions - particularly commercial banks. ne/ According to the World
Bank "there is no dominant group of private share holders... the Government
... (also) has refrained from (exercising) control".lll/hine seats on the
ID8 Board of Directors are for the private sector representatives, three
for the Government - the Government representatives are nominees of the
Ministry of Trade and Industry, the National Planning Council and the
Governor of the Central Bank. Its opsrations include granting of loans to
investors as well as equity participation. Loan operations are considerably
larger than equity operations. It has over the period 1965-1976 generally
maintained a conservative lending policy and maintained a low debt-equity
ratio. llé/It offers loans on a 9 per cent interest charge to s@all—scale
pro jects. 112"/'l'able 26 classifies its loans according to industrial category,
size, duration, naiure of project and geographical distribution over the
period 1971-1975. There was a 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 493,399. The

largest share in the total loans granted was of companies with assc¢ts in

tie range JD 10G,000 to JD 199,999. Companies in the largets two size
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Tabie 26

DOCSTRL, DEVELOMGOMT M of joRDas

lassificacion ¢’ ame: 1943-7
(amousce is JD 0007s}

1963 - 19N 197 1973 1978 1973 1963 - 1973
Bo, Amouat = Amwant 1% Amovat B, E 3 Bo. 3 %o. Amoumc
Jmdustrial Categery
Pond, beverage & tobesse 3 .0 ) 235.0 ] 314.0 1 6.0 ? 723.0 43 2.329.0
Tentiles & uu:- 2 308.¢ 2 11.3 4 193.0 ] 3645 : g: 3: 10::
Youi & wend ? 37.0 - - - - - - - .
Pager & peper preducts, imslading L} m.s 2 30.0 1 75.0 2 280.0 1 1%0.0 10 157.3
- . ] 1.917.8
Chanieal, rubber lastis produsts 18 4026 S 6.0 7 339.0 2 10.0 13 6.3 .
ereailis wiael b 7 183.8 3 1.8 . us.s 2 1000 3 O we
cal induetries .0 - - - - 2 470.0 - - .
::: n a & :: 2‘:.3 3 57.3 s 114.5 s 200.0 s 13%.0 57 1,002.3
Tourim ) [ » 1.4 r $05.0 . .0 ’ 30.0 2 @0 5 1,584
Ochers =2 ' 7] = —_— = _ 2 T S I 1.9 8 __243.0
Teeal WL a0 2L Moy 3 LAY 3 L s adad 33 w00
pit ]
Belew JD 1,000 - - . - - . - - - . . .
1,000 -"2,9% 10 20.1 2 .0 8 15.3 & 5.0 . 1 2 sa.5
» 3,000 - 4,999 20 67.6 1 3.0 1 4.0 3 11.0 & 13.0 19 %.6
I 5,000 - 9,999 2 151.0 3 9.5 s 30.0 ] s1.0 3 2.5 43 276.0
JB10,000 - 19,999 ” 7.8 7 0.0 7 580 3 30.0 & 61.0 53 638.5
J020,00. - 49,999 2 893.0 ] 215.0 7 220.0 ? 235.0 ] 230.0 3] 1,815.0
Jus0,000 - 99,999 12 ™m.0 4 210.0 . 35.0 . 370.0 1 420.0 3 2.182.0
1D100,000- 199,999 10 1,060.0 1 160.0 5 745.0 3 430.0 7 930.0 26 3,325.0
Jn200,000 ead sver L 2009 L 0.9 —_ = - $00.0 3 J30.0 _8  _1,%00
. . s LANS.6 285 10,19.6
Teeal w1 3,350.2 27 940.5 39 1,413 7 L9 a2 s
Durscisn y
Up to 1 yeur - - - - - - - - - - - -
Prem 1 - ) yosrs 1 1.0 - - - - - - - - 1 1.0
Ead Frem 3 - 3 yests 42 840.3 10 173.5 12 5.3 s 12.0 ' 15.1 75 1.136,4
Frem 5 - 7 years 32 289.7 10 %7.0 20 5:.0 19 1,393.0 27 1,231.5 118 4,013,
frea 7 -10 yaars 20 4318 1 50.0 . 0.0 3 $30.0 [] 1,190.0 39 .57
From 10-12 yram» p 1,260 ¢ 3 470.0 - - - - - - a1 1,975,
T'era 12-i5 years 6 3.5 - - 1 1%.0 - - - . 7 4315
15 yasre amd over . ™0 - - - - - - - - & 06,0
Toeal 161 Li¥:2 iL 40,3 W Lsild 7 12350 AL Za836:6 283 10,229.6
Eacars of Prpisst
Wow Isterprises 20 “%7.4 . 325.0 1 1,053.8 20 1,268.0 20 1,570.0 & .,084,7
Lxpensions n 1,968.0 12 41,8 13 1265 17 67,0 2 166.6 1k 4,21,
Low nacarisls ] 4.8 2 120 B T § L B = _— = 37 L1738
Tocal L ung AL, %ol A LAdZa AL wildd Al A6 188 103358
Gaographical Distribution
Asmea 102 1,010.3 21 $14.0 b1 .3 8 818.5 x 951.6 208 $,293.9
Toths & Ruseifeh 16 911.0 3 318 [} 486.0 . 800.0 10 1.085.0 & 3,283,
sqabs 3 170.0 - - - - 1 5.0 - - [ 193.0
Al-Salc 4 261.0 - - 1 80.0 1 1.5 2 240.0 [} 588.5
Irbed - - - - 1 2.0 - - 2 170.0 3 1712.¢0
Suweiles - - 1 0.0 - - 1 200.0 1 20.0 3 240.C
Al-Mafrak - - 1 60.0 - - - - - . 1 60.C
Nadshe - - - - - - 1 40.0 - - 1 #0,C
Beic Jala 1 3.0 - . . - - . - . 1 5.C
Dead Saa - - 1 15.0 - - 1 30.0 . - 2 65.0
Vesc Bamk 3/ s 3067 - - - - - - - - 13 386.7
Toul B eg L e 3 Lae 3 L0 g i #3103

1/ tzeludee grace pariod vhich averagas sbouc 1.3 yesrs.
ZI All of these vare wade prior to 1967; 10 fu Jeruealam, 21 in Bethlahem aad | sach ia Nablus,
Bebros sad Ramslleh.

Source: IBRD. Report No. 1018-J0, Annex 14.
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categories received 51 per cent of TD3's total loans over the period 1971-
1375. 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 apm-oximately evenly divided between projects for expansion of

existing projects and projects for the undertaking of new ventures.

IIB'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-sized modern establishment. There has been awareness
of the needs of the traditional small-scale industries and since 1975 IDB
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 139/ and a modest
expansion in the small-scale and handicraft programme is envisaged.

The incorporation of the traditional, small-ecale sector in Jordanian
industrial development strategy cannot be achieved sclely by the provision
of finance and cr2dit. The peculiar significance of this sector lies in
the fact that it constitutes the largest pocl of 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 Jordanian 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
for consolidation 1-2-l/are in most part managed by the owner ... The entre-
preneurial genius and drive needed to found and manage an industrial
enterprises, however, small, are seldom compatable with the same charac-
teristics in another enterprises."” 123/ The search for industrial effi-
ciency and economies of scale must not ve entirely at the expense of
indigenous entrepreneurial ability. A conscious attempt must be made to
avoid furcing 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 propertv forms - with the establishment of an industrial co-operative
movement for example. There is a need for the creation of a set of semi-

public inadustrial institutions which mnbilize and develop local entre-

preneurial talent for integrating rural and urban development and for




making a contritution towards a wider dispersion of the benefits of
industrial growth. Both of these are important objectives of the

/
irdustrial development strategy contained within the Five-Year Plan. 123

But the organizational reforms suggested in the Plan 1—2—4/ camnot 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 growta 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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Chagter v

INDUSTRIALIZATION PROSPECTS AND UNTDO'S ROLE

Prospects of industrialization

Table 27 compares the level of industrialization achieved in
Jordan with that of other developing countries.

Table 27. Comparative Levels of Industrialization é/

b/ c’/
Jordan Syria West Asia— All LDCe—-

1960
1. Share of industry in GDP 7.51 18.53 25.64 2C.51
2. MVA as a percentage of GDP 5.72 17.33 12.03 +15.47
1979
1. Share of industry in GDP 11.62 19.65 31,17 25.79
2. MVA as a percentage of GDP 8.44 15.76 15.65 18.47
1976
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 16.33 20.27

3/ All values in US 3 million at constant 1370 prices. Shares presented as
percentazes.

2/ Includes Saudi Arabia, Cyprus, Jordan, Turkey, Traq, Syria.
¢’ 37 developing countries for which data were available.

Source: UNIDO Secretariat.
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Table 27 clz2arly indicates the very impressive grcwth of
the industrial and the manufacturing sector in Jordan in
comparison with other countries in the regions since 137C. In
that year industry's share in Jordanian GDP was 11.67 per cent
- as against 31.17 per cent for West Asia, 19.65 per cent for
Syria 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 isia as a whole it was over 15.5 per cent.
Moreover, durirg the 1360 decade industrial duvelopment had not
been particularly spectacular, the share of industry had expanded
from 7.5 per cent in 1360 to 11.4 per cent in 1370. In West Asia
during this period the share of industry in GDP hzd gone up from
20.5 ver cent to 25.8 per cent. The increase in the MVA share in
Jordan was rrom 5.7 per cent in 1360 to 8.4 per cent in 1970. In
West Asia as a whole the MVA share of CDP had increased from 12

per cent to 15.5 per cent.

The period 1970-1976 saw a major change in the structure of
the Jordanian economy; the share of industry in GDP increased to
27.3 per cent by 1976 and the share of MVA increased from 8.4 per
cent to 19.9 ~r cent during this period. Growth rates achieved in
the manufactu gz sector during 1373-1976 exceeded the expectations
of the Three . .ar Plan and by 1376, the MVA share of Jordanian GDP
was higher than the corresponding ratio for West Asian countries
as a whole. If the two indicators of Table 27 can be taken as measures
of the level of industrialization, then industrial expansion in
Jordan can be said to have overtaken that in 7 ria during this period
and closely approached the average level of industrialization in

Vest Asia.

On the tasis of historical growth performance Azar has made
projections of likely changes in the structure of Jordanian GDP for
the period 1976 to 2CCC. He forecasts an increase in the contripbution
of mining and manuf2cturing to rise to 25.5 per cent by the year
2C0C. léi/ Azar's calculations are at 1370 constant prices and are

at variance with the Five Year Plan's estimates that the mining and




marufacturing sector will contribute 28.3 per cent of GDP by ,
1380. The Plan's calculations are at 1375 constan®t prices. 128
As we have seen th> Plan expects the mining and menufacturing
sector to grow at a rate of 26.4 per cent over the 1976-1380
period. The Plan, however, does not give an intrasectoral growth
forecast. Azar does give such estimates. The assumptions on which

his estimates are based are:

1. All values have been “:flated to 1970 prices in order to aveid
the problem of price escalations and to measure growth in real

terms.

2. Assumed growth rates have been assigned to each of the sub-
sectors in the mining and manufacturing sector. These anticipated

growth rates have been bpased on:

a) Expected growth rates for the period 1976-1380 and these
have been computed on the basis of an evaluation of the
implementation of the Five Year Development Plan, 1976-
1380.

b) Expectations of future development based on reports of
the various authorities concerned, especially those
published by the Natural Resources Authority concerning
the proven deposits of natural resources, their locations,
quantities, qualities, and the possibility of their

exploitation.

3. Computed growth rates shown in Table 28 for each sub-sector,

taking the 1976 data (the first year of the Five Year Development
/

Plan, 1976-1380) as a starting point. 121

Table 23 gives the magnitude of value produced in the different
branches of the mining and manufacturing sector during the 1376-20CC
period. Azar expects that '"the financial resources allocated for ‘he
projects (in the mining and manufacturing gector) included in the Plan
are expected to f~ll short of the anticipated real costs of these
projects ... Zscalation (of cost) may %e in the magnitude of JD 137

128

million. Therefore his growth rate projections are more modest
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Tadle 28. Assumed *ates of Growih for Projectinz Talue

Added ia the Mining and MNanufacturing Sector

(Percent)
Industry 1330 1385 1990 1395 20CC
Mining and quarrying 11 10 10 10 10
Food manufacturing 6 6 6 6 6
Alcohbolic beverages 7 5 5 5 5
Soft drinks T 6 6 6 6
Tobacco 5 5 5 5 5
Textiles 9 8 ) 5 5
Clothing 10 9 8 7 6
Leather and leather products 6 6 6 3 5
Footwear 8 3 7 7 6
Wood amd products 8 6 5 . 35 5
Pap2r and products 3 7 5 5 35
Printing and publisning 7 3 3 7 7
Chemical industry 3 20 20 20 3
Petroleum refinery 2C 7 12 7 7
Eubber and producits 4 4 4
Plastic and products 7 7 7 6 6
Jon-metallic minerals 1C 12 10 1C 9
3asic metal pruducts 1C 10 10 1C 3
Zlectric machinery 10 10 3
Transport equipment 6 7 5
Miscellaneous 7 7 5

Source: Azar: Long-term Prospects of Industrial Develonment in Jordan, p. 1219

-
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Tadle 29. 7alue addied in Mining and Nenufacturinsg, at 137C Prices

(JD million)

1476 1320 1985 1990 1395 2000
Mining and quarrying 6.82 14.63 29.82 46.75 73.16 114.563
Food manufacturing 4.69 5.60 7.49 10.08 13.44 17.90
Alcoholic beverages 0.21 0.23 0.35 0.42 0.49 0.56
Soft drinks 3.35 0.42 C.56 0.70 0.21 1.26
Tobacco 1.63 1.30 2.31 2.94 3.71 4.75
Textiles 2.59 3.03 4.34 6.29 3.54  11.41
Clothing 1.82 2.03 3.15 4.62 6.44 3.61
Leather and products 0.91 0.93 1.33 1.75 2.24 2.37
Footwear 0.21 0.28 0.42 0.63 N.91 1.13
Wood and wood products 1.05 1.33 1.75 2.24 2.37 3.71
Papar and paper products 0.35 0.42 0.56 0.70 0.91 1.19
Printing and publishing 0.56 0.63 0.91 1.33 1.39 2.66
Chemical industry 1.13 2.45 6.C3 3.36 12.5 17.64
Petroleum refinery 6.16 7.42 10.36 15.96 22.42 31.43
Rubber and products - - 0.21 2.23 0.15 0.42
Plastic and products 0.34 0.9 1.40 1.26 2.353 3.43
lon-metallic minerals 2.73 3.932 6.2 11.2C 17.29 27.72
3asic metal products 4.569 6.36 11.06 17.35 28.7C 42,14
3Zlectric machinery 0.63 2.77 1.26 1.6 2.37 4.20
Transport equipment 0.70 0.77 1.05 1.257 1.96 2.52
Miscellaneous 0.33 0.42 C.56 0.77 .78 1.26
Total 36.5 53,2 30.2  123.40 197.30 288.40

Source: Azar: Lonz-term Prosvects of Industrial Tevelooment in Jordan, b. 140,

»

-y
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- perhaps more realistic - than the growth rate projections implicit

in the Plan document.

According to the Azar projections the highest growth rates are

to be expected in the following branches of industry:

1. Ckemical industry

2. Petroleum refining

3. Mining and quarrying
4. Non-metallic minerals
5. Basic metal products
6

. Electrical machinery.

Low rates of growth are to be expected in the tobacco industry,
the ruboer products industry, food manufacturing, leather products
and wood products. In 1376, the former group of industries generated
60.8 per cent of total value added produced in the mining and manufac-
turing sector. By 1380 their contribution iz expected to rise to 67
per cent of mining and manufacturing value added and by 20C0
these industries are expected to produce 82.4 per cent of value added
in this sector. As against this the share of food manufactures, tobacco,
ruober, leather and wood is expected to decline from 28.8 per cent of
total value .dded ia 1376 to 13.2 per cent in 138C and to 10.3 per
cent by 206C0. 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 cap: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 cocurse also attracts substantial investment from the private sector.
Within the consumer goods industry the only one expected tc experience
large rates of growth during the 1376 - 2C0C period is the textile
industry; in this industry there is considerable foreigr investment

commitment.

The potential for rapid development <f *he mineral based industries

certainly exists. Besides the large Juantities of phosphates there is

-

+ —
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evidence for the existence of substantial iron ore deposits at

Rasal-Naq, lezd sulphate and copper in the Wadi Essal, tin in Ferian,
granite in the Wadi Araba, marbel rock and gypsum at Aqba and Azraqg. 122/
Similarly in the early years of the Five Year Plan period medium-

sized investment in intermediate goods industry expanded more rapid-

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 1377, there was
evidence of significant expansion in the food processing ani footwear
industries. 129/ There is evidence of a definite shift towards increased

mechanization in most 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 labour and the need for skilled labour increases with the growth
in mechanization. In the early 1970s unemployment rates approached 15

per cent in Jordan. lél/

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 workers are also readily
&vailable from Egypt, Yemen, Pakistan and South KXorea. There are also
firm indications that the outflow of Jordanians is slowing down.

"The rate of emigration of 20,000 Jordanians workers a year during
1974-1977 has fallen to 10,000 workers (by 13979)". 132/ Thus an increase
in the use of labour saving technology is nota sufficient answer to the
peculiar problem of imbalance within the labour market that Jordan has

been experiencing.

Another problem ..ct likely to be significantly effected by this invest-
ment choice is Jordan's increased dependence on imports of foreign goods
and foreign finance. Azar anticipztes that the ratio of expenditure on
consumption and domestic capital formation to GDP is likely to fall from

/
126 per cent in 1976 to 118 per ceut by 1980,1;2 but as he himself admits—=

1347
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planned investment outlays in the 1976-80 period did not correctly

estimate inflaticnary pressure and cost escalations are likely to push

up the trade deficit figures. ™ e sxpansion of the mineral based industries
as well as the medium—sized capital intensive indusiries may substantially
increase export earnings but there are also likely to generate a significant
import demand due to the need for foreign raw material and technology and
the repatriation of profita, dividends and interest charges on foreign
investment and borrowing. The government will have to concern itself with
.«ploring import substitution potential within the industrial sector.

Given the small domestic market an effective import substitution strategy
must 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 and outflow of immigrart workers to and
from Jordan.

Jordanian participation in regional co-operation ventures

Jordan has been an enthusiastic supporter of regional co—cperation
ventures on a bilateral and multilateral basis in the Middle East. It has
bsen a member of the Arab Common Market since the forming of this organi-
zation - the other members are Egypt, léi/Iraq, Sudan, Yemen and Kuwait.
Exports to the Arab Common Market have increased by an annmal averages 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 rate of growth of Jordanian
exports as a whole over this period was 59.3 per centléé"and imports rose by
331,05 per cent over this period. Exports to the Arab Common Market accounted
for 46.4 per cent of all Jordinian exports in 1971 and for 23.5 per cent of
total Jordanian exports and imporis from the Arab Common Market as a pro-
portion of total Jordanian imports feil 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 from 12.2 per cent to 13.€ per cent over this period - daspite the

fact that until 1975 Jordan was imporiing oil on concessional terms, lél/
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It may be concluded therefore that in the first half of the 1970s
trade expansion with the ACM countries has not been significant.
These trends have continued for 1978; the Azar report notes that:

"though Jordan is a member of the Arab Common Ma~ket such an ar -ange- .
ment ham yet to help in developing export markets (particularly) ...
for its manmufactured products." &8-"'1‘110 Arad o0il rich countries are an :

increasingly important source of budget support and development loans.
In 1971 Arab funds constituted 51 per cent of %otal foreign budgetary
support to Jordan. In 1975 they represented 31.5 per cent of budgetary
support. 1;9/ Over the period 1971-75 Arab budgetary support increas=ed

at an anrmal average rate of 27.3 per cent, and all the evidence seeas
to be that the tempo has been maintained, even increased, in the sub-
sequent ;y'etn.rs.&.y Arab public and private sector investments in Jordan
are also increasing at a very rapid rate. No figures are available but
the Five Year Plan clearly expects large inflows of petrofunds into

its major mineral based projects and this expectation has been largely
realized by Arab commitment ot the Potash. project and the expansion of
phosphate production. The Arab Mining Company has played a major role

in financing the former and the Kuwait Fund for Economic Development and
the Abu Dhabi Fund for Economic Development have made large conmtributions
to expansion of phosphate production. M-L/ The very 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 charmoter: investors being either single

Arab governments (and these include Syria, Libya and Iraq) or Arab inter-
governmental organizations (such as the Arab Mining Company, the Arab
International Bank and the Jeddah Islamic Development Bank, etc.).

Of increasing importance is the growing programme of economic co-
operation and integration with Syria. Since the small beginnings of 1975,
this programme has blossomed out into ¢ full scale attempt at policy
harmonization in many (if not most) spheres of the economy. The Jordanian-
Syria higher Committee for Economic and Political Integration has had
regular scssions 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 countries agreed to abolish import and export duties between

the two countries. In 1977, the two countries agrmed to set up industrial
tax free zone situated between the villages of Jalze ind Nasseb on the
Syrian-Jordanian border. The development of this free zone will, it is
hoped, attract foreign companies to invest in Syria and Jordan. Infra-
structural investment in the free zone is proceeding rapidly. Im July
1978, agreement was reached to allocate US$ 4.3 million for this area.

In 1978, Syria and Jordan agreed to establish a joint industrial holding
company which will act as an umb-ella group for ias supervision of a
mumber of mamufactvring plants which are to be established over the next
five ysors. The new company will be particularly interested in seeking
joint ventures with West Buropean and American multinationals. In 1978,
decision was also reached to drnw up a comprehensive plan for co-operation
in agricultural prrduction and trade. Co-operation in the communication
and transportation sector is now well established. The Jordanian-Syrian
Land Transport Compeny had an annual turnover of about S 10 million in
1978 and expects substantial expansion as a result of Saudi Arabian
interest in acquiring equity participation within this company. The Jordanian-—
Syrian Maritime Company is also growing rapidly. Progress has also been
made in the establishment of a joimt electricity grid system linking Jordan
and Syrian.

In 1978, the Syria~Jordan Bank was established with 50-50 participation,
a fixed capital of § 6.7 million, with headquarters at Amman and a branch at
Damascus. This is a commercial bank with a special reeponsibility of finaneing
joint ventures. It shows intereat in providing finance for the 100,000 tons
a year white cement plant owned by the Jordan-Syrian Company for Indnstry.ﬁg-/
Trade with Syria has been expanding rapidly and prospects of greater
regional integration have been created by the 1978 re-approachment between
Syria and Iraq. Increasad economic integration within this region can be
of great benefit to all three partners.
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The Lima strategy and UNIDO's roie in Jordanian industrialization

UNIDC's main involvement in Jordanian industrialization is through

participation in the following projects:

1. DP/JOR/77022: Assistance to Irndusvrial Testing and Quality

Control Laboratories.

The purpose of this project is to install laboratory equipment,
to facilitate, to organize and to operate the Tndustrial Control and
Quality Control Laboratories (ITAJCL); to organize the proper relation-
ship between ICTQL and testing facilities in Jofdan; to enable the
enforcement of the Precious Metal Law No. 10 /1375; to organize and operate
an informaticn centre for the dissemination of technical information
relating to standard specifications, quality control, certification marking,
industrial testing and legal metrology; to train nat 'onal counterparts on

modern techniques of industrial testing and quality control.

2. SI'JOR/79/80: Assistance to the Building Material Research Centre

e purpcse of this project is to assist the Building Materials
Research Centre in preparing its plans for low cost forecast housing and an
evaluation of the performance of the Centre in this field. The project
will also offer techrical advise and low cost housing to the staff of the

centre.

3. SI/JCR ‘7R Ar5: Asgsistance to the Cement Factories Company

The purpese is to assist and advice in planning and implementation

of improvements in the cement industry production process.

4. SI 'JCR.78/802: Assistance to the Ceramic Industry

The purpose is to provide assistance tc the Jordan Zeramic Jo.
Ltd. Amman in production technolcgy, production planring, cost acccunting

and marketing and tc tiain local staff in the" areas.

-




5. SI/JOR/78,803: Assistance in the Benefication and Industrial
Application of Bentonite

The purpose is to ~carry out an assessment of the local bentonite
resources and to develop an appropriate processing technology and marketing
strategy for the products of this industry.

6. T/JOR/79/001: Development and joint support of curtain,

r Vot

technical and marketing facilities by thres major industrial mining

1
projects in Jordan.-il/

UNIDO's involvement in the industrialization process of the developing
countries must be in accordance with the strategy laid down in the plan
adopted at Lima in 1975. This Plan stresses the importancs of linking
industrial development to growth and transformation within the agricultural
sector - a 4 per cent annual rate of growtk of agr1cnltnra1 ousput is essential
if the Lima target is to be met by year 2000.'£EL It ervisages industrialization
policy to be an instrument for reducing the income and productivity gap between
different sections of society and different groups of wsrkers within developing
countries. It emphasises the need for increasing the indusirial sector's
contribution towards the absorbtion for the unemployed and undoremployed
people and advocates that the technology of production within the industrial
sector should be adopted to suit the factor endowment of the country concerned.
Rural industrialization projects are given high priority as a useful mechanism
for a wider dispersion of income generatad by the industrialization process
and also as a contributant towards increasing participation of the mass of
the porulation in the industrialization process. The Lima Plan of Action
argues that if industrial development is to serve as a means not just for
accalerating the rate of economic growth but for improving the quaiity of
life of the majority of thu people by fostering a wider dispersion of the
fruits of economic growth, tnen the governments of the de.sloping countries
will have to play a key role in plamning industrial development and building
institutions for the organization and the sustainence of the indusirial
sector. It 1is sometimes believed that Governments have an irportant role to.
play in the industrial development of the country concerned only if it opts
for the import substitution indusirialization strategy. This as Bela Kader




148’
has argued is an erroneocus view. —< ‘lhe rcle ot the stlale 1s equaily

vital if the country seeks penetration into werld sxport markets as the
case 0of South fKorea and Taiwan amply demonsirates. if an export promotion
strategy of industrialization is adopted the Government's ability to adopt
the national banking system, to formulate an appropriate foreign exchange
rate policy, to finance export promotion programmes, to co-ordinate capital
imports with restructuring within the industrial sector and to skillfully
participate in foreign economic negotiations are absolutely vital for its
success. The Lima Plan therefore advocates that whatever the strategy of
industrializatio.: selected the governments of the developing countries
must have at their disposal the means for its effective articu'ation. They
must exercise overall control over the industrial processes and over the

natural resources which the country possesses.

The Lima Plan recognizes the important role that trade can play as
a stimulant of industrial expansion. It, therefore, calls for an expansion
of manufactured exports from developing countries - particularly of trade
in manufactures among developing countries themselves. It sees this expansion
as an effeciive engine for regional integration among developing countries
and for a dispersion of the benefits of industrial growth. Such integration
will also require intergovernamental agreements on industrial investments.
As far as the developed countiries are concerned emphasis must be placed
upon exploring possibilities for the redeployment of industries to the Third
World. Among the developing countries the Lima Plan implies that agreerent
shoula be reached on achieving a regional balance in the developmeni of
industry. There may for example be a planned allocation of tcchnology
intensive industries to the resource rich countries and of light consumer
goods industries to developing countries with modest rescurce bases. The
Lima Plawu calls for the identification and development of "integration
industries" which can promote strong regional linkages and foster economic
complementarity. 1£§/

UNIDO cught to attempt to relate its involvement in the Jordanian
industrialization effort in the context of the strategy ocutlined in the
previous paragraphs. We have seen that Jordan's industrial development
has mace impressive progress particularly since the early 197Cs. The

resource based industrialization strategy chosen nas created significant
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dynamism with.n the economy and within the industrial secior in particular.

A mumber of problems associated with this type of industrial policy have,
however, emerged. The Jordanian economy remains 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 and the dilemma is that to reduce the flow of

workers while relieving the skill shortages will lead to a major reduction in
the availability of investment funds. Theres is a great deal of uncertainty
above the disbursement of foreign aid and loans - disbursements do not always
match commiiments. Large capital requiremerts are necessitated by the
irdustrializatior strategy which emphases tL3 undertaking of huge capital
intensive projects. Infrastructural developme vis to sustain these projectis
have also to be correspondingly large — thus mcve than $ 200 million has

been pledged for the Magarir Dam from US aid during the period 1979-81.141/
The large-—scale development projects particularly in the industrial sector
create difficult prohlems of policy implication amd executicn for an over-
stretched state bureaucracy - thus during the Five Year Plan there have been
gaps in policy impiememtation which will have an 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 anmmal GDP growth rate target
of 12 per cent had bemn met".14—8/ Moreover, according to the Pinancial Times
there is evidence to show that "imbalances in the regions of the country and
watween social classes have deterioratud™ 1—42/. There is a heavy concantration
in the Amman-Zarqa area. The next development plan which is in the process of
formelation is reportedly concerned about regional income differentials. It
aims at stopping rural emigration into Amman and in order to diversify economic
activity it bas svolvad a regional strategy on the basis of dividing the
country into 5 developing aresas. It will also have to tackle the problem of
inflation which is causing serious difficultiea for workers as well as private

sector investors.




In view of these difficulties UNIDO should adopt iis programme

in Jordan for meeting the following requirements:

l.

UNIDO must seek to promote vegional industrial integration projects.
The external dependence of Jordan is primarily a function of ths
smalliness of the domsstic market. There is a need to comsciously

plan for relating the exploration of the natural resources of Jordan
to ths develorment of a wider regional market. The growing economic
co—operation betwesn Jordan and Syria and between Syria and Irag
creates the possibility that "integration™ indusiries can be developed
within this region and complimentarity can be built imto the industrial
development potential of these three countries. In both Syria and

Iraq more than 50 per cent of the manufacturing value added is produced
by the light consumer goods industries. An imaginative programme »>f
tcgional industrial development can build important complimentarities
between the mineral based indusiries of Jordan, the petroleum based
industries of Irag, the consumer based industries and the large agri-
cultural resource development potential of Syria. UNIDO must seek to
offer technical assistance for the identification of projects which
have an integrat.ve potential and for their evaluati-n and location
within the region.lig/ This can most fruitfully be done in co-operation
of IDCAS. A regioral centre for identification and evaluation of
regional integrative projects based in Amman or Damascus can be a
useful start.

Jordan should also be given assistance in the development of its
resourcs based industries. There is a need for a Survey of the world
phosphate industry, its characteristics amd potential for growth 1B/
and for identifying problems related to the redeployment of processing
activities from developed to developing coun*ries in this area. The
potential benefits of emphasis on processing to Jordan must be clearly
identified (in terms of impact of this activity on labour requiremenis,
transport costs, etc.). An attempt may be made to identify Jordan's
main technological needs in this area and to improve its capacity to
negotiate favourable terms with multinationals that can transfer this

technology. In this connecstion Crown Prince Hassan Bin Talal's proposals
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for establishing the Euro-Arab Centre for Appropriate Technology in
Amman may be followed up. There is also a need to ~ffer support for
Jordanian negotiations with MICs in connection with issues related

to investment, repatriation of profits and divestment, etc.

UNIDO can also play a role in attempting to relate the labour migration
agreement that Jordan has signed with a mmumber of oil rich countries to
investment by these countries within Jordan. Again the central idea for
such a scheme was forwarded by Crown Prince Hassan whc suggested the
creation of an Internmational Labour Compensatory Facility om an inter-
national basis. Such a schems is mors likely to “e feasible within a
regional context and if the "compensation™ for labour is related to
productive industrial sector investments which integrates the economy
within the region concerned. UNIDO can therefore follow ap this suggestion
by proposing this fom. of co-ordination between labour outflow and invest-

152
went inflows in specific projects.-i/

There is also a need to provide project and technical assistance for
the development of the small-ccale traditional sector enterprises in
Jordan. Fostering the development of this sector is important for its
growth can create backward and forward linkages within th2 economy »n
the one hand and on the other hand it can promote a more equitable
distribution of income and wealth. Providing state encouragement to this
sector is also essential in order to preserve Jordan's reservoir of
indigenous entrepreneurial talent. As we have shown previously import
substitution capacity can be created by appropriate Government policy.
USIDO should outline a programme for the development of this sector
preferably in collaboration with the Jordanian Industrial Development
Bank which is already involved in tuis field. '

Most of UNIDO's existing projects in Jordan are related to the major

industrial schemes already underway. UNIDO might also play an important
role in suggesting to Jordan an industrial strategy which is in accordance

with the Lima Plan and which can allow Ler to effectively deal with

some of the pro*lems that have arisen as a consequence of the implementation

of the present industrial strategy.
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APPERNDT X

ENCOURAGEMENT OF INVESTMENT LAW FNo. 52 OF 1972

as amended by amending Law No. 60 of 1973 published
in the Official Gazette No. 2460, November 15, 1973

Sections of the Law pertaining to definitions of economic projectis

and approved economic projects (sections 5 and 6), various exemptions

from taxes and other charges (sections 13-20) and facilities ard

guarantees (sections 21-27) are reproduced below:

Chapter I

PROJECTS

Section 5. Provision for Economic Project

For the purposes of this Law a project shall be declared

to be an "economic project'" provided that it fulfills the

following conditions:

a.

Is identified with the goals of the general plan of eco-
nomic development, and approved by the gnovernment authority

or authorities concerned;

Contributed to the increase of national production, and
its gross value added be not less than 20 per cent of

its cost;

Contributes to the support of the trade balance or the
balance of payments;

Is approved by the Council of Ministers.

Section 6. Provision for Approved Economic Project.

For the purposes of this Law a project shall be declared to

be an "approved economic project'" provided taat it fulfills

the following conditions:

a.

Is an economic project within the sectors of industry,




tourism, housing, land reclamation or sea transport

and approved by the authority or anuthorities concermed;

b. In the case of an industrial project, the value of its
machinery, tools and equipment shzll be n't less than
JD 5,000;

¢. In the case of a tourism project, its cost shall be not
less than JD 15,0C0, cost of land excluded;

d. 1In the case of a housing or a land reclamation project,
its cost shall be not less than JD 25,0C0, cost of land
excluded;

e. Ie approved by the Council of Ministers.

The Council of Ministers shall, after study the recommendation

of the (Encouragement of Investmert) Cumm.ttee, grant an apprcved economic

project ail of the fcllowing exemptions:

Section 13.

Section 14.

Chapter 1III
EXEMPTION FROM TAXES, FEES AND OTHER CHARGES

Exemption of Fixed Assets Imported for Creation of a Project
from Customs Duties ocn Imports, Impor. Fees and all other
Additional Charges.

Exemption of fixed assets and the spare parts necessary
thereto (provided that the value of such spare parts does

not exceed 10 per cent of the value of the fixed assets)
imported into the Kingdom for the purposes of the creation

of a project from customs duties 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 Gazette.

Exemptior. of Fixed Assets Imporied for Expansion, Development
or Improvement of a Project from Customs Duties on Imports,

Import Pees and all other Additional Charges,

a. Exemption of fixed assets imported into the Kingdom
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for the purposes of expansion, development or impro- |
vement of an existing approved eccnomic project from '
customs duties orn imports, import fees and all other |
additional charges, provided that the value of such

fixed assets shall constitute not less than 25 per

cent of the total value of the original fixed assets

of such an existing project, and that the produciive

capacity, in the case of expansion, shall increase

by not less than 25 per cent of the productive

capacity of the said existing project before the

implementation of the expansion.

b. Subject tc che provision of subsection (a) of this
Section tte owners of the existing approved economic
project shall submit the appiication for the exemption
of fixed assets from custums duties on imports, impcrt
fees and all other additional charges for the purpose
of the expansion, development or improvement of such
an existing project within one year from the date of

the consent of the Minister to their importation.

Section 15. Condition as to Impcrtation of Fixed Assets.

For the purposes of carrying 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 exemption.

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 serviccs tax for a

period of six years. If that project fulfills one of the

be extended to nine years:

1. If it is owned by a public shareholding limited

following two conditions the period of exemption shall
company ; 1




Section 17.

Section 18.

2. If it is created outside the Capital Governorate.

b. The period of exemption shall Dde effective on the date
of commencement of production, provided that the period
of implementation of the project shall not exceed three

years. In the case of a project the implementation of

[ I 1

which requires more than three years ihe Council of
Ministers may, on the recommendation of the Committee,

extend the period of implementation.

c. If the implementation of the project exceeds three years
or exceeds the period extended by the Council of Minis-
ters, the period in excess shall be decucted from the
period of eremption mentioned in subsection (a) of this

gection.

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 Gevernorate.

Following the expiry of the period of exemption as stated in
Section 16, the existing approved economic project may be
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 assetis
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 existing project.

Additional Exemption of Net Profits from Income Tax and
Social Services Tax Following Expansion of a Project Owned

by a Public Shareholding Limited Company or Created out-

- we q

side the Capital Governorate.

If the existing project referred to in Section 17 fulfills one

of the following two conditions, the exemption from the said




Section 19.

Section 20.

Section 21.

income tax and social services tax shall be for a period of

four years from the date of the implementation 2f the expasion:
1. If it is owned by a public shareholding limited company;

2. If it is created outmide the Capital Governorate.

Exemption of Buildings and Lands Owned by a Project from
Building and Land Taxes.

Exemption of the buildings and lands t 1ich a project acqui-
res to the extent they are used for its purposea 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 GCazet*e.

If the approved economic project fulfills one of the followiiig
two conditions, the exemption from such taxes shall be for

a period of seven years:
1. If its is cwned by a public shareholding limited company;

2. If it is created outside the Capital Governorate.

Grant of all or part of Exemptions Stated in Sections 13
through 19 to an Economic Project.

The Council of Ministers shall, after studying the recom-
mendation of the Committee, grant an economic project all

or part of the exemptions stated in Sections 13 through 19.

Chapter 1V
FACILITIES AND GUARANTEES

Crant of State Land to an Approved Economic Project Created

outside the Capital Governorate; Cancellatior of Grant.

Notwithstanding anything contained in the Administration of
State Property Law No. 9 of 1968 and in any other law which
may amend or supersede the said Law the Councili of Ministers
may, on the recommendation of the Committee, grant, free of

charge, an approved econ iic project created outside the




Section 22.

Section 23.

Section 24.
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Capital Governorate, tracts of State land necessary for its
purposes provided that such tracts shall be delimited to meet

its indispensable requirements.

If such a project is not created outside the Capital Governo-
rates or, if created, is subsequently transferred or liquidated,
the ownership of such tracts of State iand shall revert 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.

Treatment of Arab, Foreign and Domestic Capital Equally.

a. Arab and foreign capixal invested, under the provisions
of thi. Law, in any economic project or approved econo-
mic project in the Kingdom, whether the investment as
such is independent of domestic capital or i1 participation
therawith, shall be accorded treatment equal to that

accordad to domestic capital.

b. The Gavernment shall guarantee to Arab and foreign
capital enjoyment of alyL the exemptions and facilities
granted to it under the provisions of this Law, as well
as guarantee the non-dimirmution of, and non-encroachment
on, such exemptions and facilities under any subsequent

legislation.

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 or in kind the Committee
shall reappraise and determine the value of such capital
within a period of three months from the date of its impor-
tation into the Kingdom by means of examination of the
documenta relating thereto, study of world market prices and

consultation with expertis.

Facilities for Tranafer of Profits and Interest cutside the

Kingdom.

v



Section 25.

Section 26.

Subject to the provisions of Foreign Exchange Control Law

No. 95 of 1966, and to any other law which may amend or
supersede the said Law, the Committee shall examine the
applications 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 Kingdom under the
provisions of this Law or any previoue legislation and take
the measures necessary to facilitate o4 expedite the

transfer thereof.

Facilities for Transfer of Arab and Foreigm dapital outside
the Kingdom.

a. The Committee shall approve the transfer outside the
Kingdom of the Arab or foreign capital imported and
invested in the Kingdom under the provisions of this
Law or any previoas legislation in three equal annual
instalments after the lapse of two years from the date
on which the project in which such capital is invested

begins production.

b. Notwitkstanding anything contained in subsection (a) of
this Section the Committee may, in special cases, approve
the trancfer of the Arab or foreign capital outside the
Kingdom without regard to the periods or instalments
gtated therein.

Foreign Exchange Control Law.

a. The transafer of Arab or foreign capital to or cutside
the Kingdom shall be subject to the provisions of
Foreign Exchange Control Law No. 95 of 1966 and to any

other law which may amend or supersede the said Law.

b. The tranafer of profita, interest, Arab or foreign
Capital outside the Kingdom shall, subject to the approval
of the Central Bunk of Jordan, be effected in the
currency in whick such capital was imported or in any

other convertible foreign currency.




Section 27.

- 11§ -

Transfer of Salaries and Compensation of Non-Jordanian

Employees ocutside the Kingdom.

a.

Non-Jordanian employees who hold technical or adminis-
trative positions in projects in the Kingdom may,
subject to the approval of the Committee and in the
parmer which the Central Bank of Jordan .-ay determine,
transfer outside the Kingdom 70 per cent of their

galaries and compensation for termination of service.

L LI ™Y

Sotwithstanding anything contained in subsection (a) of
this Section, such non-Jordanian employees may, subject

to the aprroval of the Committee and in the marmer which

the Central Bank of Jordan may determine, transfer
outside the Kingdom the full amount of compensation

for “ermination of service.
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