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PREFACE

In response to a request from the Government of the Hashemite Kingdom of
Jordan, the Government of Japan decided to conduct the Study on industrial Dwelopmcnt
in the Southern: Districts of the Hashemite Kingdom of Jordan and the sludy was
mplemenlcd by the Japan International Coopemuon Agency (JICA) :

HCA sent a study team, fed by Mr. Masatoshi Akagawa of Nippor Koei Co. Ltd.

and oigaiiizcd by Nippon Koei Co. Ltd., Japan Industrial Location Center and Regional - .

P}ahning International Co. L., to lhé Hashemite Kingdom of Jordan 4 ‘times from
November 1995_ to Janumy 1997. ' - :

“The team held discussion wnlh lhe ofﬁcnals concermed of lhc Government of Jordan,

_ and conducted related  freld surveys. After returning to Japan the tean conducted

fuither studies and compiled the final results in th}s feport.

1 hope this report will co_ntribute to the promotion of the plan and to the -
ejnhancemcnt_ of friendly relations between our iwo countries.

1 wish to express ‘my sincere appreciation 10 the officials concerncd of the

‘Govermment of Jordan for their cfose cooperation throughout the study. -

February 1997

@WW jolo——

Kumo l~u_|tla
President. _
Japan International Cooperation Agency
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: : ' February 1997
Mr.- Kimio Fyjita :

© President

Japan Intemalional Cooperahon Agcncy
Tokyo, Japan

LETTER OF TRANSMITTAL
Dear Sir,

We havc'picasu_'rc: of _Submiuing to you the Final Reporlf of “Study on Industrial

“Development in the Southern Districts of the Hashemite Kingdom of Jordan”,

Thns er011 pn,sents the results of the study (hat was carried out for a'total pericd
of 16 months from October 1995 to January 1997 by the Study Team composed of
Nippon Koeci Co.,Ltd., Japan Industrial Location Center and  Regional Planning
Intemational Co.,Ltd., in accordance with the contract concluded with your Agency.

The réport consists of (1) a master plan for the industiial development in the
Southern Districts mainly comprising the selection of the targel industrial categories,
sclection and evaluation of the priority projects, and selection of the priority industrial
estates; and {2) a pre-feasibility study of the selected indusirial estate.

On this occasion, we would Jike o express our deep appreciation and sincere
gratitude to all those who extended their kind assistance and cooperation to the Study
Team, in particular the officials concerned from the Jordan Industrial Estates Corporation
(JIEC), the Ministry of Planning (MOP), and the Agaba Region Authority (ARA}. We
also would like to extend our acknowledgments to the officiats of your Agency, the
Ministry of Forcign Affairs, the Ministry of International Trade and Industry, and the

~ Embassy of Japan in Jordan.

We hope the report will realistically contsibute to the future industrial
development in the Southern Districts of Jordan.

Sincerely yours,

P AKa

Masatoshi AKAGAWA
Team Leader for the Study en
Industrial Development in the

* Southern Districts of the
Hashemite Kingdom of Jordan
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EXECUTIVE SUMMARY

OBJECTIVES AND STUDY AREA

- 01 Objectives :  The Study on Industrial Development in the Southern Districts of the
- Hashemite Kingdom of Jordan (Thc Study) has the following three objectives: _ |
~+ To prepate a master phn for the industrial dcvclopmem in the Southern Dislricts;
. ’I‘O conduct a prchm;mry feasibility sludy (Pre FIS) on an industrial estate wnh
the hlghest potential among the mnd:d*ﬁe s:tcs. and ' '
“+ To conduct technology transfer {0 the Jord’mnn countetpm pt,rsonnel

02§ mdy Area: The Study Area roughly ch'compasses‘lhe. southern half of Jordan
comprising the four districts of Karak, Tafifa, Ma'an, and AQ’!{)‘\ w:lh approximatety
43 000 km2.

03 Sco;w.‘: t should be noted Ih’ll the purpose of the Study is not to {lraw up a
detailed industrial dcvclopmcnt plan for evcry part of the Study Area, but ra{her to show
the basic d1rgcuon of the industrial development in thc Southern Districts and its role in
the national economic developmenl it should also be noted that industrial infraste ictures
which are considered prerequisite for the takeoff of mdustmhzauon have been identified
and profiles were worked out raiher lhan formuhimg individual industrial projects.

OUTLINE OF THE STUDY

04 Ouiline: ' Industrial development in the Soull_lci-ai Districts has close relevance with
" the national economic development and socioecenomic environment in the Middle East
region as well, either ditectly or indirectly. Preparation of the industrial master plan for
 the Southern Districts has, theréforc, ﬁtSlly started with the formulation of a development
scenario for the country, then has plocccdod through scveml steps to provide the niajor
outpuls as ‘deseribied below '

(a) Dwelopmenl Scenaribs
» Basic policy direction
« Scenario for the Middle East Peace Proccss
+ Industiial development scenario for the Southem Dbsmcts
'» Macro-economic targets for the industrial development in the Southern Districts



(b)° Industrial Development Strategics for the Southen Districts
- Nine strategies have been worked out from the following 3 viewpoints: _
* Steengthening of spatial lihkage (formulation of regional development axes and
economic development bases);
R Ptiprity development of the social and economic infrasteuctures in the Southern
Districts; and '
+ Upgrading of basic industrial infrastructures in the Southern Districts.

: (c) O»emﬂ Indusirial Development Plan _
The overall plan for the Southetn Districts comprises the- fo!lowmg three principal
componenls L o :
+ Selection of mrgct industrial categories and product mix, and stmtcgy for the sub
sector with highest potential '
- Target industrial categories: 13 categories
- Product mix: More than 100 products
- Sub-sector with the highest pdtenlial' Chemical industry -
. Selccuon and evaluation of the hlgh pnomy!pnonly pmjects
- High priority projects: 3 pmjecis :
- Priorily prajects: 11 projects -
+ Sclection of the priofity industaial estates

“{d) Selection of an__l'nduslﬁal Estate with the Highest Potential
* An industrial cstate with the highest potential
» Pre-F/S of the selected industrial estale

05 Development Scenario for Jordan :  The dcvclopment scenario for Jordan as a
whole, which should sct the overall frame for the indusirial dcchOpmem in lhc Soulhcm'
Districts, has been worked out considering the following two factors
~+ Development policy for the counlry ' ‘
* Possible scenarios for the Middle I:asl Peace Proccss and aciwauon of the Mnddlc_
East region '

Of the two possible alternative  policics, - the ~self-reliant * policy alternative is °
reconmended to be adopted considering that national economic management in line with
the self-reliant policy, if successful, could solve the chronic economic iftness of deficit on




g ade balance, - vulnerability to the fluctuation of exteral economies, ctc. and improve the
' productivity of the country's economy by strengthening the private sector z,conomy as
well as narrow down the regional socio-economic gap in the conntry.

Three alternative cases were contemp]atcd for the scenarios for the Middle East Peace
Process fmd activation of the Mlddle Eas( region as foI[ows
' * Ideal Scenario

Mfgor issucs concerned w:ll either be solved or reahzcd in the shon-tcrm before
“the year 2000, including the lift of UN sancuon against fraq, a comprdncnmc.
‘Middle East peace agreenient including independence of Palestinian State and
restoration of the Golan Heights to Syria, and a reg:onal '\greement for free lmde
and investment.

* Optimistic Scenario
M'yor issues will cither be solved or reahzed in the middle term befom the year
2005, ' '

. Conscrvalwe Scenano :

_ ajor issues will remain to be solved or réalized after the year 2010 except UN
-sanction against Iraq to be lifted before 2010,

Assuming'that the self-reliant policy is 1ddpted under all the cases, (he macro economic
target for the country in terms of manufacturing sector devclopmcnl could be set for the
year 2010 undcr ideal and’ opunnsllc scenarios  as  follows with the following
1ssumpuons ' '

. Under the ideal scenario, per C’npata GDP and share of lhe manufacturing sector of
Jordan in the year 2010 should reach those of Thailand in the year 1994,

« Under the optimislic Séenario, value-added of manufacturing sector should grow
at an annual average rate of 7.8%

_ VA of ~ |Number of enployees
_ © Manufacturing sector | - In Manufacturing _
Scenarie - (JD milfion) " sector (persons) Lndustrial area (ha)
S el 2,506 1 383727 4,590
Optimistic - 1482 , 226861 . 2714

06 Deve!b)m:emSrenma‘n‘ for the Seuthem Districts :  To deten'nine the role and basic
direction of the development of the Southern Districts and their mdustna] dcvclc:pmem '

‘@ scenario, the following advantages were taken into account.
* Relatively well- dcvelopcd economic infrastructures mcludmg an mturmuonal

23



trading p(m and an mtemauoml airpoit at Aqaba and e!ecmcuy supply;
e Rchtwely rich groundwﬂer resources al Dici;
-+ Phosphorous mineral and - limestone resources and the Dead Sea mineral
~ resources;
+ Tourism resources including Petra, Wadi Rum and the Gulf of Agaba;

e Though 1o a limited scale, agricullusal and livestock products in the southern .

Ghor area, highland arca and the Ma'an district; and
. + Sharing long borders with Saudi Arabia and Israel, and easy access to Egypt.

Considering the above, the basic direction (o be followed and iolc_s to be played by the |

development of the Southcm Districts should be:

+To establish’ a new growlh pole of the coumry besides the Central-Northern

Dsslncls _
+ To strengthen the getaway function of the Southern Disteicts for the country; |

* To form an. important core ngion for lnlcm'\tloml cconmmc!mdustn'll :

~ coopeération; . _ _
.+ To increase GRP (Gross tegional product) of the Southem Dis(ncts,
"« To alleviate poverty, both in terms of abject and ﬂbsohnc poverly; |
* To nAITOW the socio-economic development. gap with the Centralf\!onhcm
Districts;

* To keep the dcvclopmcnt gap 'mmng the four Gc\'emor'\tcs in lhc ?oulhem' '

Districts within a pcrmlssnhk: range; : -
+ To develop the agriculiure and tourism sectors in (he Southemn Dlsmcts. and
* To utilize the mineral resources 'wmhble in the Southcm stmcls

Industriat development in thc Souihcrn Districts should be feali_zé:d in lhc seenario with
the following major factors.

* Mincral resources-based industries should be promoted 'nmmg at ﬁmmmg Inghcr'

value-added, . : .
. Prowssmg of agricultural and livestock p'roducts Should be p’ronioicd

. Aesemblmg type industries should be exp'mded in lhe vmmly of Aq1b1 ullllzmg

the international trading facilities;

~+ High quality labor-intensive products should bc mzumfaclured uuhzmg medlum':

technology/medium wage Icvel labor {orce of Jordan;

+ Tourism related manuf; actures should be reinforced;

s Material mduslly, namely housmg ‘materials for increasing popu]auon and
construcuon materials for the expected large-scale infrastructure projects, should

-4



be promoled; : _
+ Foreign investors utitizing the strategic location of the Southern Districts, well-
- developed transport infrastructures, relatively low wage labor with good :
academic background, should be attracted;
« Cooperation with the iieighboring countrics, in particular Saudi Arabia, Egypt,
- and Israel as well as West Bank and Gaza by means of utilizing their comparative
- advantages should be sought for the mdustmhmtlon in the Southcm DiS[l icls
B wh:ch share long borders with the neighboring countnes :
.« Intra-region linkage among lhe four Southern Districts should be Slrulglhencd in
order to supplement the defecis including limited popuhhon and labor force and
* small accumulation of urb’m and industrial f“tCllerS, as well as to make best use
- of the strong pomls of each dls!nct

On the condition that determined md vigorbm efforts for the industrial development in

| lhe Soulhem Dlsmc{s be made both by the pubhc and pnvatb sectors both in teris of
- structural mfmslructures and nox;-st_ruv_ctura! infrastructures  including  policy and
_ in§liuuidnal measures, share of the value-added: of the manufacturing sector of the
" Southem Distiicts in the national total should sh'n‘ply'bc increased in 2010. In the Study,

two cases were "iSSllmcd whcrc the share will be cither about doubled or tripled as

loHows
] Targets in 2010 -
Share (%) of
. VA of
.Scenarios - Manufac-
for the ~ turing”
Middlc East  Secior of the
: © Prace Southern - VA Employment  Industrial
Case Palicy Frocess Districts (}D mitlion) (pcison} Arca tha) .
1 Self-reliant Heal 10 251 31,400 316
2 Scll-reliont Ideal 15 176 47,100 563
3. Selfgeliam Oplimistie 10 143 _ 18,600 222
4 Scifrcliant  Optimistic 15 222 27,800 333

 INDUSTRIAL DEVELOPMENT STRATEGIES FOR_THE SOUTHERN
DISIRICTS o S

o 07 Srrengﬂmnng of Spafm! Lm&age Amnng at the’ explo:lallon of lhe devalopmcnt_
-potcnln! of the Southern Disticts and achievement of self-reliant cconomy for the

Southern Districts, intra-region linkage should firstly be strmglhencd Slrcngthenmg of
spatial linkage should proceed sicp by step as shown below.



_ 2005 2010
Intra-region linkagein the lower  Regional development aves  Economic development base
south (Ma'an and Agaba)

Inlm-region_]inkagaih theupper  Regional development axes  Economic development base
south {(Karak and Tafila) 1

: lnier—region 1iqkagcbelwéenlhc - Regional development axes
" upper and lower souths '

- Inter-region linkage betweenthe - " Regional development axes
- upper south and the capital ‘

* International linkage _ N Regional development axes

03 - Priority Devebp:hent of the Infrmlmcmres in the :S.Oh‘ﬂie.'?.l -Districts : Socio-
ccononie ix:fu‘asxmdurcs'as a whole in the Southem Districts should be developed, with
high prioﬁt)" being: placed in the infrastructure developnient in lh{_:'coun'h‘y. g Particular
“attention should be paid to water supply and road transportation. Dici groundwater
should be used suitably for the dev‘el:opmen't_of the Southern Districts and the Capital

region. -

A trial calculation of the use of Dici groundwater is shown below.

Uit million mfyéar
Alternative A Allemative B Altémative C
Planned Supply Volume to Amman N A 1 9
Tuture Use in the Southem Districts o83 - 84 16




The proposed road neiwork around Agaba City is shown below,
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09 U__ng'}'ading of Basic Industrial Infrasticiures in the Southem Distiicts : Strategics
~ have been worked out for the following six fields:
_(a) Strengthening of basic industrial infrastructures,
(D) -Sllr;?nglhcﬁing of institutional and legal ramework, .
(c) Enhancement of value-added,
(d) Expoit promotion,
() International cooperation and promotion of foreign direct investment, and

() - Conservation of natural environment

TARGET _CATEGORIES, PRODUCT MIX AND__DEVELOPMENT
STRATEGY FOR CHEMICAL INDUSTRY AS STRATEGIC SUB-SECTOR

SHE Target Categories ond Product Mix :  Target catcgofies (iSic3 digi{s) are sclected
in the light of the advantages/disadvantages of the foir Governorates. More than 100
- promising products in these target categories have also been selected for the Southern

Districis.



| - 11 Development S!r(z!egiés/PrOjeds of the Strategic Industrial Sub-sector :
-+ (@) Selection of the strategic industrial sub-sector
- Chemical industry has been selected as the strategic industrial sub-sector for the
Southern Districts for the following reasons: '
* Effective utilization of local mineral resources,
* Presence of accumulated know- how and capitat for the emsung chemlcal mdusny
* Enhancement of value-added, , '
~« Expartable producis with high competitiveness, and _
» Adequate water resources and supply capacity in the Southern Districts, ‘

3(b)' Fd:‘nmlalion of the strategies/projects
 The fol!owmg products of the’ chelmca} industry should be developed i in the
Southern Districts:
* Potash-related products,
+ Table sait,
* Industrial salt and related :producis, _
-+ Magnesium-related products, -
* Bromine- related products, -
. Phosph'uc rock-related producls (phosphonc ac:d DAP NPK ferllhzer, ctc) :
and
» L.NG receiving tenniiml

Sf) LECTION CRITERIA AND SI*LI'(:II'D PRIORITYIHIGII PRIORIIY: |
PROJECTS

12 Selection and Profiles of the Priovity/High P;fon'éy ijcr!s Thc Idcnllﬁcd pro;ccis
have been assessed in the light of the criteria comprising urgency, economic viability,
social  benefits,  environmental Conscrvatlon, project implementability, regioral
development effect and multiplier cffects and (4 projects have been sefected accordingly
as priority projeds ~Three projects with high 'pO[CI].(I"lf. have been selected aimong 14
priotity projects based on addnlrona] se!ecuon criteria mcludmg smabh, mutuat Imhge
effects. The 14 pnomy projects are: S ' _
(a) Establishment of lhe Soulhem Rcown Rescmch and chhno!ogy Center (hfgh '
priority project) ;
(b) Establishment of the Somhem chaon Sxmll and Medium lndusmcs Center {hlgh
priorily progecl) ,
{c) Establishment ofa connnumty college or a university in Aqnba




{(d) Establishment of an engincering dcpanmenl in Ma an br'lnch of Mu'tah
University; ' . '

) Slrcngthemng of vocational training centers (high priority project) ;

() Establishment of soft loans for subsistence and small enterprises;

(g) Strengthening of the Investment Promotion Law:
" (h) Introduction of VAT (V‘lluc'-Addcd Tax);

(i) Establishment of the Soulhem Region Aulhomy.
~(j) Strcnglhemng of the cooperahon between the GIE and FZ and sludy of the
B appropriateness of (ransferring’ (hc authority ‘over PP? from FICIMOI“ to

- HECMOIT; . = Ce '
(k) JIEC capacity building;

(1) Promotion of the Al site as 2 heavylchemwal industiial zone;

{m) Provision of well-facititated workshop apartments; and

{n) Strengthening of the Agaba Gulf environmental monitoring program.

'SELECTION AND_EVALUATION OF PRIORITY INDUSTRIAL ESTATES

13 Selection of the Prianty Industrial Estates : Al the 10 idjcn.liﬁed candidale sites

have been evaluated considering 5 major factors: Tocational conditions, site conditions,

' mvesnmmdcmmds, progress of approval procedure and actions taken, as weil as special

considerations. The A-2 site in the Aqaba district has been sclected as the highest
priority industrial estate and 3 other sites, oné cach in the distiicts of Karak, Tafita, and

Ma'an, have been selecled as priorily ones.  Pre-F/S was conducted for the A-2 site
“based on the topogmphlc map with the scale of 175,000 with 2m contour interval pu,parcd

in the Stady.

14 Evaludtion of the Priority Indusirial Estates : Based on the investment demand

- survey and other factors, the roles and l‘unchons drea size and implementation schedule

of the mdusmal estates are proposed.  The construction costs and the cvaluation results

ofthe mduslna_l ¢states are summarized below.,



Bacic Indicators, Rolss and Functions. Impleascntation Schedule, Construction Costs and Evatuation for cach Indusirial Estate

15 tire Area Sere Puiposes Implementn * Javemms  Maket  Type of Costs (D $ales Price Generados of FIRR(AI I FIRR (%) Ripayment

(gross. ha} -tion [adustries autLond 12 YD) employment of koans
Schedutel]
Machineey.
Fabricated 14,000
. . (1000 s from
A o0 Eeomemic  Shoqverm MARY Pocize ™ meem 10 otcieing THEON p2 Capableof
- . Transpodt masufactising N
Development foreign e rogay manl
cquipment. sectae )
Food
Lrather 2,000
gami Maind . \: . . . is fro .
M2 om0 TR imtam OB pomene BN ragsyy 200 WIOBIRT oy 61 Nasudicd
Dcvelopment domestic Glass, maavficluiing
VWood & CH0EY
fureirure ’
Food & £000 -
i : Mai : . ,000 & . .
T oo BRIt i MY e DB peqsy  asg  (WOMEfem 29 Notstudied
Development domestic Glass, manufachuting
Chemical seclon)
Wearing 0,000
. 5 [
) 4 Regiomal Bomestic! " ;Ia)g:ir:::ns ¥e $0 ‘\ac:nr::::?: 82 Nowstuded
-3 35 Develapmin! Modiom fesm forcigs Donestic te §3 (1N s, mahy 2 - 2 Nt studied
rictal, segtor}
Themical

Notes: (17 JD1.00=US31.d1=Japancse Yen 151
‘#1: Short teem; before 2000, Medium term: 2001-2005, Long term: 2006-2810
#2: Figures ar¢ n 1996 prices.  Figures in brackets show the ¢osts Including onds outsids the sites of the industriat estates.
7%; Figures in brackets show the FIRRs in the case the custom durics are excluded. :

Since the opportunily cost of capital (OCC)'in Jordan is considered to lie in the raﬁge -
'of 5-10%, the A-2 1E Project can be considered as ﬁnahcially feasible. ' As for the M-2
and lhe T-2 sites, it is: recommended that further detailed analyses be made of the selling
price, size of the de\'e10p1116n1 and timing for implementation to determine their viabilil:y. '

Al'lhough the K-3 IE Project. may not be - justified for nnplementatton from- lhc ‘
'vtcwpmnl of financial and €Cononic : vi abthly, Consuucuon of the estate in Karak
Govenorate lmght be wpp;opmte from the n:gloml point of view. -

J!EC and MOP strongly support the development of an ihdus{n‘al estate in Karak and
the land for the IE site has been atready purchased.  Thas, the Study Team agrees (hat
the K-3 lE chucct should be nnplemcnlcd if the following conditions arc fulfilled.

@ The site should be so selected as (o minimize the land *preparation cost in
B COIISIdLI”lllOl‘l of l()pograp]uc and geologtealcendlh(mS'
(b) Du.'c.lopmem should be phased in steps with the increase of inveslment demand;
(c) Strong invesiment incentives including exemption of corporate income tax should
bc pmwded and
(d} Financial viability should not be evalvated only from the viewpeint of a single K-3
" 1E Project, but fiom all the JIEC projects as a whole,

-10-
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PART 1: BACKGROUND AND CURRENT CONDITIONS

1. INTRODUCTION

“1-1 Background and the Objectives of the Study

In the Jordanian economy, performance of the agriculture sector and the industry

" scctor has been relatively inactive while mining and service sectors and public scctor have:

been dominating in GDP. In the total production, the public soc;dr including state-owned
enterprises accounts for the major portion. In terms of thé employment, the share of the’
public sector is also the majonitly, accounting for about 51% of the total. The p_rodu’élion

~ and the employment condition both show the heavy dependence of the cconomy on the

public and govemmental sector.

Trade balance has been in red fi gures due to the weakness of the export sector, while

- substantial import of consunter goods and capital goods as well as intermediate goods -
: :ha'\'e been indispensable becausé of the weak structure of the manufacturing industry in

the country. The balance has been made up by the externat financial aid and fund tansfers

~ by'the Jordﬁnian wdrkcrs overseas. .

I terms of the regional dev clopmcnt p0pulauon as well as cconomic aclivitics have )

* been concentrated in the Northern and Central Districts where the cap:la] city, Amman is
- Iocatcd Populatlon is ‘:parsc in the Southern Districts and the cconomy in the arca lns

been lagging behind the national dC\ clopment. The above regional gap has been putting
pressure on the Jordanian socml_'_and political frameworks.

On the other hand, the Southérn Districts are richly endowed with mincral resources of

| ~ phosphate and limestone as well as potash and other minerals in the Dead Sea located at

the wesl side of Karak Governorate.  Water resource is relatively well-endowed in the
form of groundwater.  lafrastructures have also been well-developed, in particular

- power and lransporl facilitics including port, -airport, road and railway. The Southem
" Districts have the advantage of sharing long border with Saudi Arabia to the south and

cast and with Isracl to the wesl, | Via thé Red Sea, Egyp't is eventually. a neighbor of
Jordan. In other words, the Soulhcrn stlrlcls have big potential for mduslnal

‘ dev: clopment which is yet to be C\pIOI!cd

In addition, a ray of hope has recently appcafcd in the improvement of the relationship
between the Arab countrics and Isracl. Jordan already has established diplomatic refations
with Isracl in Cctober, 1994, PLO and Israel are irying to reach agreement on the fulure



' scif-government of the West Bank of the Jordan River as well as Gaza. If peace
~framework for the Middle East Region is cstablished, Jordan would have a big positive
turning point for changing and strengthening its economy by benefitting from its strategic

location in the region.

It is urgent and of vital importance, therefore, to realize the industriatization of the
- Southern Districts by making (he best use of ils potential, for their own sake as well as for
“ the benefit of the whole country.  The objectives of the Study on Industrial Development

'in the Southern Districts of the Hashemite Kingdom of Jordan (the Study) are to work out -

~ stralepics and formulate priorily projects aiming at materializing the industrialization of the
Southern Districts.

Under such c.ircumstancﬁ, the Govemment of Jordan (GQJ) requcsicd technicai
~ assistance of Japanesc Government to conduct a master plan study of industrial
' dcvclopmcnlin the Southem Districts of Jordan. The Scope of Work (S/W) for the Study
was' concluded between Jordan Industrial Esnics Corporation (JIEC) 'md .hpan

o lnlcmanom] Coopcmuon Agency (.IICA) m.lunc 1995.

The pnnc;pal objccuvcs of lhc Study-arc: 1) to preparc a master plan for industrial
development, 2) to formulate a ébnccpluﬂ plan for the opu'mum industrial estale in the
SouLhem Districts and conduct its pre feasibility study, 'md 3o pcrform lcchnology
immfcr to Jordanian coun{crparl pcrsonncl

1-2 Scopc of lhc Slud)

Under the Scope of Work agieed betw ccn J IEC and J ICA the scopc of lhc sludy lo be
exee ulcd by the consulmnts has been defined to mcludc the follcm ings: -

ln_dusllia_l Master Plan
- ‘Review of Jordanian cconomy,

* Study on the external influence on Jord'mlan cconomy
- Review of the pO]iC)’ cny 1r0ncmnt -

'+ ‘Study on the prc.scnt condllmns and future prospccls of lhc Southein Districts of

Jordan, .
. Smdy on the lmplcmcnlauon progrcss of mtcgmlcd rcgiona] dc\ clopmcnl plan for

- Karak and Tafila,.
- Investment demand survey in the Middle East including Jordan,- European

countries, Asia including Japan and U.S.A. and detailed analysis of the survey

resulls, :
- Study on the present situation and future prospects of industrial development in



the Southern Districts, : _ : _

- Identification of industrial sectors with high potentiality and their location in’ the
Southern Districts, '

+ Study on the potential of possible industrial estates, -

- Sclection, formulation and evaluation of altematives of industial development
projects with high priority, and :

- Formulation of a master plan for industrial development in the Southemn Districts

Pre F/S of an Industrial Estale _
- Formulation of a’conceptual pl'm for the mduslna] estate with the hlghcsl

potential,
+ Conducting a pre F/S of thc mduslnal estate with the highest potential, and
- Preparation of implementation schedule for the industrial estate with the highest

potential
13 Excéulion of the 'S_ludy

The Slud)r as been carsicd cut by the consorlmm of the consullants oonlmctcd by
: JICA Theconsortlum comprises the follo\\mg consullmg hrms '

Nippon Koci Co., Ltd.
* Japan Industrial Location Ccntcr

Regional Planning Intemationaf Co., 114

“On the Jordanian side, a Steering Committee {SC) was formad in order to coordinale
and to exlend supporl I'0r the -activities of the Study with e following member
mmlslncs!cmpoml;ons and organizations with “the Director General of the Jordan
Industrial Estales Corpomtlon_(.llEC) as Chairman.

» Ministry of Industry and Trade

- Ministry of Planning

-~ Ministry of Finance

+ Ministry of Munici pahucs Rnral Affairs and Environment
e '.lor.d_an= Industrial Estates Corpo_muon

+ Representative of Governorate of Karak
E Representative of Gm'cm'ormc of Tafila.

. chreécnlative of Governorate of Ma'an

: RcF:réscnlalivc of Governorate of Aqaba

+ Chamber of Indusiry -

- Higher Council for Science and Technology

- Aqaba Region Authority (ARA), and '



- Free Zones Corporation (IFZC)

It is noted that ARA and FZC were added as members of SC during the initial stage of
the Study for the efficient and effective conduct of the Study at the request of the Study
Team.

Besides the mectings held between SC and Swdy Feam during the Team's stays in
- Jordan, mectings were held between the Study Team and the member
minislfies!corporations as well as other relevant organizations for in-depth discussions.
~ Of the SC members, two (2) members were invited ‘to Japan to receive technology
“transfer in the field of industrial development including lectures for the history and
" institutional setlings  of the mdusmahzzuton in -Japan and site visils to industrial
cstates/parks as well as discussions on the methodelogies for the formulation of the
industrial master plan of the Southern Districts. ~ The members of the Study Team and
these of SC are listed in Table 1-3-1 and 1-3-2, respectively. '

The Study was 1muatcd in Oclober 1995 and was completcd in March 1997 for the
" gross time period of about 16 months, of which 158 days have been devoled to the study
in Jordan befon, the complcuon of the Sludy '

" 1-4 Outline of the Study

The outline of the Study is shown in Figure 1-4-1 and 1-4-2.




Table 1:3-1 Members of the Study Team

_ Specialily Name
Team Leader/Industrial Planner M. Akagawa (NK)
Sub-Leader/Regional Development Planner N. Okawa (JILC)
" Industsial Location Planner - . E. Nishita (RPI)

“ Small-and-medium Industrial Planner - M. Fujikawa (RPD)
-+ Macyo Economy/Econonic Pollcy I‘xpeﬁ o H. Takahashi (RP])
Social Analyst : _ : - K. Tanaka (NK)

lnfmsl_ruclurelhnefgy Plannei' (Elcc(n'gci'ty, Telecom) T. Hasegawa (NK) -
Infrastructure Plaoner (Tranxsportmioh) ' 1IN Jung (NK) |
 Water Resources Planner : R - T, Murakami (NK)
- Industiial Estate Utility Planner . M. Momose (NK)
(Water Supply/Sewerage) |
~Mineral Resources Expeit S H. Karashinia (RPD)
" Industrial Sub-sector Planner . | - M. Nagaj (NK} |

‘(Cheimical lndustry) . _ _
Investment Demand Surveyflm estment Promonon N Oshima (NK)

. Planner _ _
~ Industrial Estate Planner . o - T. Matc:ud'l (NK)
~ Industrial Estate Management Planner o S. Tsurata (RPI)
Fconomic/Financial Analyst . K. Yanagisawa (NK)
~ Environmental Expertt -~ - K. Ide (RPI)
Note: (NK)  : Nippon Koei Co., L. | -
: {RPI) : Regional Phnmng lntcrnauonal Co Iid.
{HLC) : hpan !nduslnal Location Center



Table 1-3-2  Members of Steering Comniitice

Name Title Organization
1. "Mr. Assem Hindawi _ General Manager HEC
2. Mr. Awni Y. Abdul-Ruhim " Dir. of Investment Dept.  JIEC
30 Mr. Isam Mustafa - | " Assist. Dir. of Industry HCST
4. Mr. Ahmad Awidi " Head Sect. Municipality MMRAE _
. 5. M Nahar Aldalacn . Aqaba Governor Assist.  Agaba Gov.
© 6. . M Na:rif Najadat ‘Karak Governor Assist.  Karak Gov.
7. Mr. Khalid Hajaj ‘ ECompnlcr Programmer ~ Tafila Gov.
8. Mr. Fa\.vz_u: Resheidat Maan Governor Assist. | Maan Gov. -
S 9. Mr.'Malhi:noUd Hadid Assist. I?ircélbr RPD ..M.OP o
10, Miss. Abber Haj Hassan Head of Chemical ~ "MOIT )
R ' o o industry. - f
11, Mr Qasﬁn Bashabshch Finaricial Researcher MOF |
12, Mr. Said Awamlch Head of Chamber ~ ~  Chamber of
o S Office, Amman . Industry
_ Industiial Estate - S
13. M. Mohammad Abdulmajid Dir. of Rcs_carch & ARA :
Armbciat _ Studies o N
14. M. jbrahim Sakim o Maﬁagcr ﬁf Studics | FZC
-6
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I1. CURRENT CONDITIONS OF JORDAN

2-1 Natural Conditions and Gcograph) of Jordan

- Jordan is located in the cenler of the Middle East Region. It is bordered by S)'ria'lo the
north, fraq to the east, and Saudi Arabia on both the eastern and the southern fronts. Thc
Gulf of Aqaba, located in the southwest of Jordan, is the country's only outlet lo the Rcd Sea
Jordan's western boundary is defined by the Jordan River and Israel. :

~Jordan's arca is 89, 206 km2, ‘lhrcc-fmmh of \\'hich is- descrL 'Thc' three ™ miain

..physmgraphlc rcglons of Jordan extend in a north-south alignment. Those compnsc erplCd] -
“desest in centr’d Ghor or Rift Valley, escarpinents and hightands cast of Ghor and desert

plains in Syrian Badia. Most of Jordan' s rain-fed agricullure is practiced on top of the
highlands. The escarpments arc cul by many large wadis that flow into Ghor. Steep slopcs
and narrow boltoms of the wadis support a diverse oomposmon of wild plants and animals.

- Irai gated agriculture is practiced al the bottom of Ghor and in the margln of the desert arca.

" The Mediterrancan climate prevajl's in the high' region, where summer is mederate and dry
and winter is cold and rainy. T he desest climate prevails in Badia; stmmer is hot and winter .
cold. The Ghor arca has a smnlmplcal climate w :lh a hot summer and a warm winter.
Average annual tcmpcralurcs range from 22 to 25 “Cin the Ghor area, 18 10 21 °C in Badta,

- _and 14 1o 18 Cmthchcnghls

The major'li\'crs in J_ordan‘ are the Yarmouk and the Zarka, both located in the northern

part of the coimiry: The waters of the Jordan River are too saline today for any types of

-~ human use,

The Dead Sca and the Gulf of Agaba are the only natural open water bodies in Josdan, In
the last five decades, the Jordan River and the Yarmouk River have been diverted and
constniction of dams and irigation projects procecded in the Jordan Valley. The watcr fevel

~of the Dead Sea has' dropped aboul 15 m and the surface area has shrunk over the years.
- These activitics also resuited in the ch'mgc in water salinity. In 1979, the salinity of surface
~ water became so high that the fossil water body at the boltom ov cnumcd to the surface. The

overturn caused a mzuor “bloom of micro-orgasms. in the next ‘year. The bloom turned thc
color of water to a reddish bluc, damaging the tourism value _of the Dead Sea. _

The Jordanian section of the Aqaba coast is 27 km long and used heavily by tourism,
manufacturing industry and transportation. Within a limited coastline, the Gulf of Agqaba
contains intermationally important Yamanich coral reef and marine ecosystems. There are



about 1,000 marine fish specics in the Gulf of Aqaba and 5% of them are estimated as
‘endemic to the Gull. Turtles, dolphins and sea cows are also observed in the Gulf.



'2-2 Macro Economy -

2-2-1 Review of the Past Fconomic Performance of Jordan
(1) Past economic performance of Jordan

Jordahian cconomy ‘enjoyed an uvnprecedented growth during 1973-1984, bobs’!éd by:

foreign assistance and loans, workers’ remittances and export to regional markets. This -
ended in the mid-1980s as a result of the rapid decling of thc oil pru:c and the subsequent
- '_slowdown of the reglon'il economy.

_ The impact of an increased debl burden and debt servicing requirements led Jordan into the
econoniic crisis in 1988-1989. As a consequence, Jordan's economy experienced a drastic

* slowdown in growth and severe deficits in fiscal and external accouats.

By 1991, real per capita income had declined to about a half of ils Highcét level during the
pre-crisis years. The government rcspondcd in 1989, by undemkmg pollcy ﬁd_]llSll!lCmS to

 stabilize the economy: and to restore growth

" The Stabiliquion'policiés, noi\vi_thstandirig; the disruptions caused by the Gulf Crisis in

| 1991, have been successful. Ihﬂation has been checked, and prices, interest rates, and

exchangc rates are largcly market-based. However, ma_10r structural constraints on economic
grow th still remain as discussed in the foliowang sections.

{2) Majorr industﬁal eslates _ar'_nd' free zones in Jordan
1) Aminan Industrial Estate at Sahab’

" The Amman Industrial Estate is located 3 km south of the boundaty of Greater Amman
“Municipality (about 12 km south of downtown Amman). The location of this ¢slale has
the major ﬁdw'anlag‘e:ﬁf direct and casy access to all major regions within the country.
Namely, it is located nearby the route towards Quccn Aln Internationat Au‘port leading o
thie Port of Aqaba and the soulhcm borders towards Saudi Arabia,

'I‘he Amman Indusmal Eslalc whlch was dcvelc;pcd during the 1980s, has a total area

of 253 ha. As of August !995 '327 companics have been’ established with mofe than 400

* factorics in Qpcrauon, employing more than 13,600 workers. These -include Arab
companies and 160 foreign and joint venture com'p'mics With regard to land occupquon, |

engineering industries are domm'mt followed by priniing, packing and paper industrics, -

and food industrics. :



" The management body is the Jordan Industrial Estates Corporation (JIEC), which is a
semi-governmental and sell-financing body established in 1980 with the Minister of

Industry and Trade as Chainnan of its Board of Directors.

Industries Operating in the Amman Industrial Estate - Sahab
{Classified According to Industrial Categories as of August 1995)

Sector No.of  Factory Building  Land

_ Employces (m2) {ha)
' Food Industry 37 1,992 9,700 16.2
‘ Pharmaceutical Industry 18 577 3,053 6.1
Engincering Industry 80 - 3,677 18,636 33.1
‘Plastic and Rubber Industry 44 1310 9,461 13.7
Chemical Indusiry 485 1,372 12,735 16.2
Cotton and Woven Induslry 32 1,594 13,748 123
Timber Industry _ 26 722 N.A. NA.
. Furniture, Kitchen & Doors NA. N.A. 11,046 9.0
* Printing, Packing& Paper Industry - 26~ 1,963 12,109 219‘7 4
Leather Industry = .. 210 167 . 385 15
- Construction Industry .6 . 297 . NA .51
Others | . NA - NA. . LMO 20.7 -
- - Total - 327 13671 95433 136 . F

N.A.:  Data are not available.
2) Al Hassan Industrial Estatc at Irbid

The Al Hassan Industrial Estate was established with compklc il:lfr'astruc'lurc:'scr:viccs' P
in 1991, The site is located next to the University of Science and 'chhhology_in the
outskirts of the northem major city of Irbid. The estate has a total land arca of 42.7 ba.

During its four years of operation, A} Hassan Industrial Eslale has altracted about 56
companics from various ficlds and created more than 1,200 job opportunitics as shown
below.  With regard to land occupation, engincering industries are dominant, followed .
by cheniical industries. The mzinagcmcm 'bddy'is also HEC. ' -

RS



Industries Operating in Al Hassan Industrial Estate - Irbid

g ' - (Classified According to Industrial Categories as of August 1995)
No.of = Factory Building Land
Scctor No. Employces ](}mz) ’ (ha) -
Food Industry 8 76 5,902 NA
- Pharmaceutical Indusiry | NA. N.AL : NA,
" Engineering Industry 13 409 12,420 13,1
© Plastic and Rubber Industry 8 132 8878 . 03
Chcmlmllndustry o 16 252 11,197 S N
Cotton and Woven Industey 2 or - 123660 03
Timber Industry - 6 95 CONAL NA.
Furniture, Kitchen&Doors ‘N.A. O NA 3,556 0.6
* Printing, Packing & Paper Industry 1 10 CUNA. T NA
Construction Industry i S5 0 328 NA
Tota! 56 1,180 54647 159

N.A.: Dataare not avatlable.
-3) Zarqa Free Zonc

The Larqa Free Zone w |th a total area of 550 ha was established in 1983 in Zarqa city,
35kni northeast of Amman. Thc Zone hcs along the strategic international roads providing
Ej © . excellenit access to the ncighbqring countries including Iraq and Syria. Three (3) different
| " industrial scctors i.e., manufachiring sector, commcr_cizﬂ scetor and motor cars [ree market

: _sector, are accommodated by the Zong.

45 hain the Free Zone area allocated 0 'mc:manuﬁctuﬁng activitics. Allhough licenses
have bccn lssucd to fon) (40) cntcrpnscs only ninc (9) are in 0pcmt|0n in the foflowing
fields: '

a) "Mincm} oi}

b) ~Second hand clothes

¢) Garment

d) Plastic producls

‘e¢) Fumiture _ _
N Agriculwral 'nm'chin_cry-: '
8 'Automobilc‘pérls } |
‘h) Casselle tapes

One company is in operation in cach field except for garnment which has two (2)

companics. In principle, all the products shall be exported. In the case the products are



sold to the domestic market, the exempted import dutics shall be paid to the Customs
' Office.

As for the commercial sector, a lofal area of 200 ha has been allocated to 680
enterprises, being leased in full to investors for commodities storage, or for construction
of warchouscs for commercial activitics.

The motor cars free market sector with a total arca of 20 ha cnoompasses 120 exhibition
i sections used by 134 investors.

~.: The nt;nnbcf of enferprises currently in operation in the three (3) scctors totals 823,
employing about 10,000 workers. The Free Zones Corporation (FZC) which was
cstablished in 1976, is rcspdnsiblc for the management of all the state - run free zones
including the Zarqa Free Zone. - FZC is a financially and administratively independent
goxcmmcnmi institution, managed and supervised by a Board of - Dircctors with the
Minister for Finance as President, the Cofporation s Director General as Vice-president,

~and deputics from the Minisiry of industry and Trade, Ministry of Finance / Customs,

Ministry of Transportation, and Central Bank as members of the Board.
4) 'A'qaba Free Zone |

| Local.cd'.350 km sdulh of Amman, the Aqaba' Free Zone wa’s-cslablishcd in 1973

Starting with four small warchouses and open areas for the purpose of smnng cornmercn!_ '

goods scnmg forcign and transit irade and handling -the goods 1mportcd through its

seaport, the Aqaba Free Zone now has a to!ai arcaof 100 haf ully cqulppcd with cascnlml

facilities. The area includes:
a) Storage \\'archouscs' with an area Qf 40,000 m?2, .
b) Paved open yards with an arca of 300,000 mZ for general storage purposcs,
¢} Open storage yards with an area of 300,000 m2 for renting purposcs,
d) Cold-storage facilitics with a capacity of 6,000 tonnes.

This Zone is also operated under the management of the Free Zones Corporation.
2.2.2 Curcent Socio-economic Conditions of Jordan

(1) E‘opulatibn, iab'or force and cnipIOS'illchl L

The populat'iorn‘o'f jordan was analyzed by age gro:up as shown in Table 2-2-1. As'scen in

~this table, the population of Jordan in 1994 was _4,'139,4_58, composed of 2,160,725 males
- and 1,978,733 females. The structure of the population by age is a typical inverted triangle.




%

The working population of Jordan, aged from 15 to0 59, was-'l 251,288 (54 4% of total -
population) in 1994, consisting of 1,193,832 males and 1,057,456 females. - '

The cstimated labor force of Jordan was analyzed by major cconomic activily as shown in
Table 2-2-1. The estimated labor foree in 1994 was 859,300. As scei in this lable, 50.6% of

* the employment was absorbed by the social and public administration sector. The sccond
- largest employment absorber was the trade sector (15.15). The agnculmre seclor and the

mining and nnnulltctunng sectors absorbed just 6.4% and . 10, 6% of cmploymcnl '
respectively. The ‘economic participation rate, a percentage of the employed population in'the
working agc population, is ualculatcd tobe 38. 2% '

“The unemployment rate in 1994 was 15. 0%, being 12.9% for males and 28. 3% for
females. This rate decreased from 17.1% in 1991. -‘

- “There would be many reasons for Jordan s high uncmploy mcnl rate: Decline in cconomic,

- growth; increasc in the naturat growth rate of the population; decline in oul -migration to the
- Guif States; increase in foreign labor moomp'mbﬂlly bcl\\ cen the outputs of the cducahon'tl

and training system and the requirements of the labor markcl, increase in female participation:
in the Iabor foree; and the lack of regular infonnation on labo_r supply and demand. -

(2) Gross domestic produci (GDP} by cconomic activ ny

Thc gross domcsuc producl of Jordan in lhc p"asl Seven years from 1988 {0 1994 was
'nmlyzcd by economic activity as- shown inT able 2-2-2. The growth rat¢ of GDP in 1989 was
negative, -13.4%, and lhoscln 1990 'md 1991 were just marginal, above 1%, dueto the Gulf
War. GDP grow th in 1992 was {airly hlgh 16 1%, mainly ow mg o domcsumn\ estment in

_housmg and othcr conslruchcm dcm'uu:ls usmg funds brought by rclummg workers from the

Gulf countries. The populatlon of Jordan mcrc_ascd by 10.3% and 6.8% in 1990 and 1991

- respectively, as a result of the Gulf War.

" Duc to the above mentioned md faclors GDP per mpilé declined continuousl.y from 1989

" to 1991, and sharply mcrmsed 11.8% in 1992. The growlh rai¢s of GDP per mpna were

rather modest in 1993 and 1994: 1. 9% and 1.0% rcspccu\'cly '

The ODP shwrc 'of the 'mmmfacinrmgr scctor,.\_vhlch_-inc_ludcs ."mmlu:factu_ring',"
"construction” and "electricity and water,” increased 7.4% from 17. 5% in the seven years

" from 1988 to 1994. The GDP share of the primary sector, whu,h includes | agncullurc

hunting, forestry and fishing® and “mining and quarrying,” shghlly dc_c_rcasc(_l 2.8% i in the



same period, while the GDP share of the service sector accounted for 65.7% in 1994 though
 this share decreased 4.6% in these seven years.

In this analysis, it is observed that Jordan's economy is very much depending on the
service sector, and its manufacturing sector and primary sector are quite weak.

(3} Activities of the industrial sector

The indusirial indicators of Jordan in 1993, such as the number of enterprises, number of :

cmployees, gross oulput, “and gross value added, were analyzed by industry as shown in
Table 2-2-3. As seen in this table, the top five industrial activities of Jordan in 1993 in terms
- of “gross output" were: .

1)’ Chemical and chemical products,

2) Petroleum refineries, |
~.3) Mining and quarrying,

4) Food manufacturing,‘and ‘
5) Manufaclunng of non-mietallic mineral producls

The total gross output of thcsc ﬁvc industries is JD l 452,651,000, whlch accounls for .

- 63% of the total gross output of the industrial aclmucs in Jordan

_ In terms of "gross value added” (GVA) however, mmmg and qua_rrymg is far ]arger
than other industrial activities. The second largcsl indusirial '1ctw1ty in terms of GVA is "non-

mcla]llc mineral producls" The ratios of "gross value added” aver "gross output” of these :

two mdusmal activities are 5‘3 1% and 51.1% respectively. Thcsc 1wo mdustnes are very
high value added industries. Tolal GVA of these (wo mduslms accounts for 31. 8% of the

total GVA of J ordan. The significance of these induslries in the Jordanian economy is seent in -

this analysis.

It should be noted (hat the number of workers in'thc industrial sector was only a litle more
" than 100,000, while Jordan had more than 4 million people in 1994, This number was too

small even though it did not include workcrs in the agricultural arid fishery scctors Il should' =

also be noted that the numbu of women workers was lcss lhan 6,000.

As for the prcsent dl.SIl’l.bl.I(lOﬂ of mdustnes by Govcmoralc Anumn has a large share of
almost 40% - 60% of the total | m terms of number of enterprises, number of employecs Cross.
output, and valuc added.” By district, the Central Districts, which include Amman and Zarga,

ar¢ dominant in every item. The shdre of the Southern Districts are rather large in terms of
_gross outpwl and value added in thie case that the mining sector is included.  However, their

G



sharc becomes smaller ‘especially in valie added when'the mmmg sector is excluded.
Details are shown in Table 2-2-4. :

~(4) International trade

Jordan is suffering from huge chronic trade deficits in the past. Trade deficit against total
export has been improving since 1987, when' the ratios dropped below 200%. However, the
* trade deficit is becoming worse in terms of the absolute valu¢ itself.

In 1994, Jordan's import was JD 2,362.6 million, while its export was only JD 995.2
million resulting in a trade imbalance of ¥D 1,367.4 million or 137%. It is observed that
' ovcrconsﬁmption is one of the causes of the _chronic wade deficit in the Jordan's cconomy.‘

"Fuel and oil" and “machinery and mechanical apphance are 1wo major import products
of Jordan. In 1994, the CIF lmport values of these two products were JD 297 million’
(12.6% of total' import of JD 2,363 nulhon) and ID 25} mllhon {10.6%) respectively.
“Vehicle" -amounting to ID 177 million (7.5%) and "Cereals“ amounting io JD 127 miltion
(5.4%) were olher l‘l"lﬂjOf import products of.lordan

- "Fertilizer" and "sall sulfur, earths and stone, phstcnng matem]s lime and cement”
two major export products. In 1994, the export values of these producis were J D 182 million
_ and JD 129 million respectively, and their share in thc total export were 18, 3% and 12.9%.
; “Ph'nmmceutical product” was also a sxgmﬁc:mt expon producl mnountmg to JD 97 null:on '
9. 'I% of lhc total cxporl) in 1994 :

(5) Balance: of payments

~ Jordan's balance of payments is depending on three major foreign curréncy_ t_ransférs: 1)
'_'surplus of balance of payments from services ("service ba]anée“). 2) financial assistance from
- foreign governments ("unrequiud transfer - 'gover'nmcnl") and 3) fund transfers by overseas
- workers ("transl‘er of workers' s'w1ng¢“) n 1994, they were JD 855.6 million; JD 226.3
‘ 'mllilon and JD 157.9 miltion rcspectwely, tolalmg ID 1,239.8 million, which accounted for
© 49.1% of GDP, ‘as shown in Table 2-2-5, Continuous Jordan's huge trade deficits, for
~example JD 1, 362 4 million bemg 53 9% of GDP in 1994 werc made up for by these money
' :ransfcrs from overseas : -

""Errors and oissions” in 1991 and 1993 were JD 269 9 mlllzon 'md JD 184.3 million
respectively. These huge variances indicate that a significant amount of money was brought
into the financial system without being in comphance.wnh proper. foreign exchange
procedures, and consequently they were not reflected in the "balance of payments™ statistics.
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Control of the foreign exchange transactions should be strengthened to minimize these
statistical variances. However, this unofficial money in-flow would be a good sign, because
“it implies increasc of people's confidence in Jordan's economy and the financial markel in
Jordan. Unofficial moncy in-flow from overseas has, on the other hand, good impacts on
Jordan's economy, as available funds in the markel increase as a result of this in-flow.

" The tight balance of -payments of Jordan has been supported by two rounds of

rescheduling (1992 and 1994) by Paris Club. More recently, a debt reduction in the order of -

USS$ 800 million has been granted.  The debt io GDP ratio was reduced from over 200% in
©* 1989 to less than 103% in 1994. The debt service _in"l'994 was 20% of the value of export of
. goods and services, and it is expected to decline further to 11% by 1998,

~ {6) Government finance

1) Review of past performance

The government finance for the period from 1990 (o 1994 is shown in Table 2-2-6.
* The government budget recorded surpluses in the period except for 1990."Thé "annual';

~ surpluses were JD 12.4 million (1.1% of total revenuc) in 1991, JD 181.0 million
- (13.3%) in 1992, JD 69.7 million (5.0%) in 1993, and JI 55.2 miltion (3.7%) in 1994. .

- If external aid was excluded, the budgel turned out to be in deficit, e_xéepl for 1992

when a surplus of J D 43.6 million (3.2% of total revenue) was recorded. The deficits

were JD 258.7 miltion (27.6% of total revenue) in 1990, JD 212.8 million (19.1%) in

1991, JD93.6 miltion (6.7%) in-1993, and JD 112.1 million (7.5%) in 1994, As revealed
by this analysis, the government _buifgc!;Was very much dependent oa extemal aid.

However, the percentage of external aid to tolal revénue was significantly reduced by

 6.3% from 17.5% in 1990 to 11.2% in 1994. The decrease in external aid was made up

by the increase in tax revenues. The pércentage of tax revenues to total revenue increased
6.4% from 40.9% in 1950 0 47.3% in 1994, '

2) Cdmparison 0 the targets of the Five-Year Plan (1993-1997)

As seen in Table 2-2-6, the ratio of total gchirrimenchpeﬁnﬂilujrc to GDP at cursent
prices was gradually. reduced from 38.7% in 1990 to 34.3% in 1994. One of the Five-
Year Plan’s targels is to atin the ratio of total governinent expenditure - excluding debt
sérvices - to GDP of 35.1% in 1997. The actual performance of the government budget to
date has been somewhat close to the target set in the Plan. |



The Plan has contemplated reducing the deficit of the government budget, excluding
external aid, to 0.4% of GDP in 1997. The deficit, excluding external aid, in 1994 was
 2.7% of GDP, which was still fairly higher than the target.

In the Plan, the ratio of domestic revenue to current expenditure has been cnvisaged to
be 120% in 1997. From 1990 to 1994, the mtio of domestic revenue to current

expenditure was signilicantly improved from 88.4% in 1990 to 125, 8‘% in 1992, which .

was higher than the target. However, the ratio subsequcnlly droppcd to 1i4. !% in 1993
- and further dropped to 113, 5% in ]994 -

" (7) Economic disparitics between the Southerm Districts and the Northern/Centeal Districts of

Jordan

* The major rcgioﬁal indicators uscd to examine the economic disparitics between - the
Southein Districts ang the Northern/Centrat Districts of Sordan are shown in Table 2-2-7.

ln's;ﬁécif ic terms, the population of the Soulhcrﬁ Districts is 390,000, cqﬂivalcﬁl to only

9% of the combmcd total population of 2,531,000 of the Northem Districts (963,000) and

" the Central Dlsll’iCLS {1,567,000). In uc\\ of the fact that the Southermn Districts account for

more than 50% of the entire gcogmph:cal area of Jordan, the over concentration of population
inthe NorthcrnlCenlral Districts’i is conspicuous indecd.

Accordmg lo othcr ]\C) cconomic. ‘indicators c\'mlmod the number of conipanies in the
Northern Districts is 3,034, and i in the Central Districts 10,339, This total fi igurc of 13,372
cquals 61.4% of the total number of companies nationwide. There are 53, 157 employcd

W orkcrs in the Northern Dlstncts 'md 213,307 in the Central Dlslncls This combmcd otal

of 266,464 w orkers is 85.7% of the total’ number of employed workers in Jordan. As for
gross - output, the Northern® Districts  generate JDI3,140, and the Ceniral Districts
JD263, 187,000. This combined total of J1276,331,000 acoounts for 95.1% of the national

g(‘OSS OUlplll

Comparcd to the abmc the figures for the Southern Districts are 1,046 companies (5.7%

o of national totat), 28,003 empIO)cd \\orkcrs (9.0%), and JDB,662,000 in gross oulput

(3.0%). These stalistics clearly underscore the cxccsswc concentration of cconomic activities

inthe Norlhcm_and Central Districis of Jordan.

~ (8) Vulnerability of Jordan's cconomy

In the light of the above discussion, the major features of Jordan's cconomy could be

characterized as follows:



1) Chronic current account deficit

2) Dependence on fund transfer from overseas
3) Significance of specific mineral resources in export

© All of these features of Jordan's economy cause vulnerability to the national economy. The
cconomy is very much dependeht on the external factors such as foreign government
 assistance and remittances from overseas Jordanians, This is due to the weak industeial sector,
* which accounted for only 24.9% of GDP in 1994, and lack of competitiveness of Jordanian
i products in expoit markels except for certain minerals and mineral-related products.

Y
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2-3 National Socio-Economic Development Policy

~2-3-1 Socio-Economic Development Policy and Performance to Date

(1) Social development policy

Tn the short term, the social development policy of Jordan intends to tackle the two major '
social issues, namely poverty and unemployment, by cm'xlmg various pm;ocls especially for
low income groups and the less developed regions. In the medium and long tcrms the social

: pollcy of Jordan is aiming at solving these problems through sclf—sustamed growlh and
~* through policies which zum at reducing income dlSp'lIllleS both mnong socml groups ‘and

regions.

The social issues of Jordan and the policies adopted b'y the Government to solve these

' issues are mentioned in the Dcononuc and Sociai Development Plan 1993 1997 ‘They are .

summarized as follows: -
!) Pover(y and disparity bcw. ecn regmns -

Adopuon of pohc;es d%ignfzd to promote the cstabhshment of income- gcm.ntmg small
projects for tow income groups, particularly i in the less déveloped tegions.

| ‘2:) Uncmploymem

Training and reh'iblhtalmg people to hcip them acqmre the skills needed for jobs created

- by economic growth and to reduce dependcnce on ron- Jordﬂnnn labor, and 1ncreasmg

ivocanonal education enrolment
3) Quality and standard of social services

- Congcentrating the public sector investmént on programs in the field of social services,
and securing the delivery of these services to various regions in a way that would ensure
balancéd geographical distribution and access by low income groups.



© (2) Review of structural adjustment
i) Outline of structural adjustment
(a) Background

In April 1989, Jordan concluded a five-year structural readjustment package (1989-
1993) with the IMF,E but the Gulf Crisis in 1990 undermined the program's timetable,
and the second agfecment was reached in October 1991 after the Crisis has ended. The
second accord is covering a séven-year period, 1992-1998.

(b) Objectives of reform

The overall structural program and stabilization program are being implemented by
the Govcmmcnt in line with the followmg objectives of the Govemment s development
stralegy: - ' '

: ) Sustaining nncrocconomlc stability, : . o .
b) Promoting cconomic - integration . with world markcls siartihg wilh : the
. European Union and the regional markets, o '
¢) Restructuring the role of the public sector and crcatmg a stablc prwate sector E
.. development environment, and o ‘ |
d) Improving the funcnons and standards of the ﬁnanmal sector to promole

Jordan as a regional financial hub.
(c) Basic p’rem_iscs‘ and (':ondilions for the economic reform pro'gram

Yhere are certmn bmc premises and condluons for the slmclurﬂl adjustmcnl 'md the -
economic development program. They include: ' .
a) Private sector development should be the engine of .economic growth to
- provide expanded employment opportunities, ' '
b} Adequate external CONCESSIVe resources and foreign ducct investment should
be secured 1o finance the reform program, o B '
¢) Poverty reduction should remain as the highést priority, and _
d) The development acuvny must not further deplete Jordan s scarce resourccs

and be detrimental 1o the environment.
2) Reform program:

Structural adjustment compriscé several componems.' Each of these components is
deating with (a) economic policy, (b} financial sector, (¢) trade, (d) deregulation of
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§ - business activitics, {¢) privatization and commercialization of public enterprises: These
components are, of course, inter-related in the process of economic development.

{a) Sound economic policy

‘Stability of the macro economy is on¢ of the basic conditions to sustain the growth
and the economic development of a country. This implies the following measures:
' a) Fiscal adjustment and ughtcmng of fiscal expenditure to reduce the buclgt,t
" deficits, : : '
b) Adjustment of domestic interest rates,
- ¢) Tight monetary control,
- @) Increasing reliance on indirect monetary control mechanisms such as open
market operations, .
e) Increasing public reliance on Lhc economy and the fi nancm] sys!em of Jordan
and improving the level of foreign exchange reserves,
f)' Shifting the General Sales Tax into a full Value-Added T'tx (VAT) to fomfy_
" the base of the government revenue, and.
) Amcndment of the Incmnc Tax Law to rahona]lze the tax slructure and o
i\ ) ' . encourage corporate and persongll savings. :

In the ‘second structural adjustment program, :lhe following targets have been
‘established, in. terms of macro economic indicators, at the end of the structural
adjustment penod namely 1998: . ' -

a) Jordan's budget deficit (cxcludmg grants) is to fall from 18% of GDP to 5%
by rcducmg public expcndilure from 44.4% of GDP o 35% and increasing
domestic revenues {from 26.5% of GDP to 30%, :

" b) Consumption is to be cut from 100.9% of GDP t0 79.5%,
¢) Inflation is to hll from 10% 10 4.5%,
~ d) Foreign and dontestic borrowmgs are to be cut from 10 6% of GDP to 3.5%
~in 1998, and : :

4 &) Currcnl account deﬁc:t from the equivalent of 24% of GDP to 2% by the end

of the pcnod

(b) Financial_ sector reform

*‘The reform in the financial sector is aiming at two goals. The first goal is to make the

financial seclor serve as a facilitator for Teal sector growth by mobilizing savings and -

\Xf channeling these funds to the optimal investments. The other goal is to make Jordan a
transit point and an active service center for the Maddle East Region.

2-15



To altain these goals, the following steps have been or are going to be taken:
a) Improving competition and increasing efficiency and effectiveness in the
financial sector,
b) Adoption of a flexible exchange rate policy in line with market forces,
¢) Fostering the development of the long-term finance, both equity and debt,
“which are not yet sufficiently available, .
| d) Development of secondary markets for long-term pa'pers,
- ¢) Further sirengthening bank supervision,
. f) - Establishment of a sound deposit insurance scheme, and
g) Planned revision of the Forelgn Exchange Law.

“{c) Trade seclor reform

The Government's long-term vision is to hang in place by the year 2010 in a trade
- policy regime which would place Jordan among the world's leaders in the liberatized

-+ trade. The following is the current progress of the trade sector reform:

a) A number of measures to reduce l'inf f protection and improve trade mcenlwc

i n,glme including abolishment of: the exceptlonal list of lmpmts which were

- subjecl to tariffs from 50% to over 200%,
b) Institutional support for export devebpmem
c) Appl:cauon fora membershlp to WTO and

d) Negotialion w:ih !he European Umon for a parlnershlp ag:ecmem on free

tradc
“(d) Dcrcgulal'ion of business acliviiies

The econormic reform program is acceleratcd wuh strong focus ona hbcralrzcd trade
and investment regime and on creating a policy and msutuuonal framework to promote
growth through the private seclor‘ummln'e. A new Investment Law has been alrcady
cnacted and the Investment Promotion CorpomliOn was established in 1995. .

- a). Liberalization of lhc n,guhiory fr‘uncwork af feclmg busmcss entry, exit and
Operauon E _ :
b) Mcasun,s o limit go»emmcm pammpatton in productwe acuvmes, and
c) P!anned rcvlslon of the Company Law. B

(©) PriVa_lizalion a_nd comme'rcializalion of public corpora_lions
- The Government comumitted itself to converting many of its agencies and

~ cotporations into companies fully owned by the Goverament for the first step. Any
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additional financing for such corporations is to be obtained from the ‘private sector,
However, the Government would still maintain its investment in the strategic industrics
while priority would be placed on selling its ownership in tourist and processing
industries.

For example, gas and oil exploilation activities aré determined to be converted into a
company fully owned by the Govemment operating ona commcrbial basis.

The cuirent status  of commerc:ahzalton a.nd prwalmtlon of the “major’ public
corporatnons is summanzcd below: = S ;

Name of public corporation _ : Current status of plan
Royal Jordanian Airline ' Privatization is being planned
Agaba Railway Corporation © Privatization is being planhed

" Telecommunications Corpomlion Allm\mg the private seclor's enlry and esenlua!
' "+ privatization

" Public Trancpon Corporation  * . No plan, but may be privatized in future

] ordan Electric Au thority (JFA) Corporatization

Waler Aulhon’ly of Jordan "~ Noplan, and will not be privatized

-3-2 Industrial [)é\felopmc_nt Pdl_iéy

(1) Indusmal Pollcy in lhe New Thll’d Fsve Y eai Ecoriomic and Socnl Dev elopmeul Plan
(1993 199?)

Thc New Third Five-Year Economjc and Social chlopmcnl Plan does not clearly

~establish so-called industrial policies, but the followmg investment sector policies are

included as part of the eco'nomic and social p'olicies To provide a suitable investment

-:enwronment conducive to mcrcasmg domestic proclucuon and exports and to rationalizing
imports, the followmg measun,s are hsled

" 1) -Prowdmg mvestmcm mformauon and smlphfymg rcglslrauon and - licensing
procedures ' '

2) Promoling reliance on non-credit financing and facilitating access to such financing,”

3) Encouraging the banking secior and financial institutions 1o provide the nccessary
funds for investment by developing an institution,
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4} Preventing monopolies and  protecting the consumers by enacting - appropriate
legislation, increasing the supervisory role of the Government,

5) Modifying customs rcgulations in favor of export and industrialization, and
simplifying their application,

'6) - Linking tax incentives in the manufacturing sector directly 1o investment and export
processing, increasing travel, marketing and hospitality tax exemption rates for hotels

and travel ‘agencies, and abolishing fees and laxes imposed on the capitalization of -

: sharcholders' rights,
© 7) Increasing investment incentives by amending the Investment Promotion Law,

8) * Upgrading the quality of: goods and services to inctease (heir mlemauonal
_ compemweness by complying with internationat specifications,

-9y DcvelOping spec_ializcd domcslic capabililics inthe ﬁcld of mai_ntenancc,

10) Regulatmg auditing services by revising the conditions for the licensing and prachce
| of the 1ccounung and audmng pmfessmns '

11). Restoring ﬁnanc:ai and administrative autonomy of pubiio inslitulions, and

12) Developing dome.suc lcchmcal cxpcmse by mvolvmg itin the prowsnon and export of
Consullancy services. '

Thc_Plan assuincs the target for GDP bﬁf ind.usiry as shown in ".Fa‘o:lc 231,

2) Nccessuy of an mdustna] policy

Wuh the consultation and guidance by the mlcmauonal organizations such as the World .

* Bank and the IMF, ] ordan is heading toward a deregufated economy in many respccls as we
| vcrwcwed in the preceding section.. Essentmlly, thls is a very correct and appropriate

dcms;on

On lhe other hand ‘a "long Icrm scclonwsc deveiopnwnt policy and program” is needed
for this counlry, “since rcsourccs including  money fund human resources and nalural
IeSOUrCes available for the industrial development are Hmited. “Therefore, il is seriously
needed to strengthen comparative advanlages in certain industrial sectors, where Jordan is
~endowed with better conditions for industrial development, backed by a powerful industrial
pol_ic:y'. Driving forces to set forth a development of such industrial sectors could be provided
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by the govemnment initiative in the first stage of the development, in order (o crcalc J ord'm s
comparative advantages in the intemational trade and the division of produclion process.

- For example, the free trade agreement currently being discussed with EU will benefit

Jordan's cconomy only if Jordan could attain some comparative strengths and advantages in

specific industries within the prescribed 12-year grace period. Oihc'rwisc; the effect of the
agreement may end up with just opening a maJLet to forcngn courtrics zmd resuling in funhcr _

" increase of the trade deficit.

. “The cusrent Jordanian industrial policy is very limited, it just states "to make the private
sector play more significant role in the economic activities. " The New Five-Year Plan (1993-

1997) makes a macro cconomic analysis, and presents target economic figures towards the

“end of the planning pcnod The Plan, however, docs not spccnfy methodologics 'md policy

measures to attain these gcnls

‘(3) Characleristics of Ihc Middle East’ chlon to be consndcred in dcsugmng the industrial

pqu:}

. The following characlcnslxcs of thc Middle Easl chion (the chxon) should be c0n31dercd

-to formulate the imost 1ppropmle industrial pollcy of lhe couniry.

N ) Watcr rcs'oﬂrces

The most I’uﬁdﬁmchtzﬂ and unfavorable nature lof the chion is the lack of sufficient
waler resources. Agnculmr"d production is incvitably limited in the Region where the
'rcqulred minimum water rcsources are not “sccured for agricullure. Therefore,” the
agnculluml produchon of the chlon,ts generally very limited. The Region' s popuhhon is
very small due to the small agricultural prdduc{ion, which implics that the size of the
domestic market of one country is considerably small except lor certain countrics such as

Eg)Pl
© 1 2) "Mono-cullurc ofml

. “The cconomy of Ihe Middle East coumncs inctuding the oil producmg countrics as
well as’ ihc non-oil producing countries, : basically depends on the revenue of the oil
produang countries in the Gulf area. The structure of !hc b'\lancc of p'iymcnts of Jordan
“given in Table 2-2-5 e\plams this dependency. :

In this respeet, the coonomy of this area can be characterized as *niono-culture” ol' oil.
Desperate cfforts for industrialization of this area have not been made, since some tevel of _



livelihood could be maintained by the distribution of "oil money" in the form of
remiltances from workers in the oil producing countries.

* 3) High mobility of [abor force

Mobility of labor force in the Region is very high. There are a couple of reasons for
" this high mobility. The first is that since Arabic language is the common language in the
~ Region; national borders do not function as language barricrs. In most areas in the world,

" however, borders of the countties are also borders of language. Mobility of labor force is -

- limited by the language barrier in such case, as typically seen in East Asia.

Another reason is that Islam is the common religion in the Region and the people share
the feeling of Muslim brotherhood.

(4 lnduslnal pollcy of Jordan

l) Industrml pollcy to makc the cconomy more mdepcndent from the extcmal enwronmcm

' For problems causcd by the'small size of the markcts in the chion developmcnl of the
n,g:om] cooperation and the regional economy would be the most appropiiate soluhon '

' -Devclopment of the rcglona] coopcranon however, cannol be achieved mcrely by

ceonomic measures. Speed and extent of the development of the regional cooperauon very

much dcpcnd on pohhca] rCCOI‘tClllEltIOIl and mutml mlsllrchancc in the counlrlcs of this
chnon ' ' '

Jordan's economy would contmue to he very vulncrable 10 changes in the external
environrent such as oil market and mililary colhslon Industrialization nught be the
fundamenal solution to make the economy more independent from these changcs. Along-
term, sectorwise industrial policy is seriously needed for this réason.

2) Policy measuses for promotion of foreign investment and export.

Jordan should adopt an “opch door” policy and ah."cxporl-orienlé' “ policy rather than
a "protection of domestic’ mclustry policy or an “import substitution pollcy." since the

domestic market is quite small and industry is very much hmltcd lo certain. sub- soctors_

Sli_Ch as mining and mining-related industries, and pharmaceutical industey.

- On the other hand, the scope for the structural adjustment is rathex limitéd to maintain
* the minimum level of per capila consumption and to provide basic human needs. Further
foreign official assistance will be limited and the economy ‘will aced to rely more on



inflow of external capital and export. This is another reason for the nccéssity of special
incentives and measures for acceleration of foreign invesiment and export.

In designing policy measures for promotion of foreign investment and export, some
sense of "sales and marketing” is important, as promotion of foreign investment and
~export involves severe competition with other countrics especially 'wlilh-lhc countrics - .
- surrounding Jordan, Jordan should have at least equivalent, hopefully inore attractive,
policy measures and investment incentives cormpared to those of the competing countrics.

2-3-3 Regional Development Policy |

Jordan's initial economic devcldpmém plan was the New Seven-Year Plan (l9_64~1970}._ |
Since then, Jordan has established five ccondmic development plans over a period of roughly
30 years. However, the level at which the targets were achieved was greally influenced by

+ external factors mc!udmg the Middle East War, the oil shocks and the Gulf War. Actually
~ there is even lhe case of lhe Thlrd Flvc Year PI'm (1986 1990) which was termmalcd haif

way through its execuuon

Currmlly Jordan is in the midst of its New Thlrd ch-Yea: bconomlc -and Social
Dwelopmcn{ Plan (1993 1997). This Plan mtegralcs the Medmm-Tcrm Economic Program

(1989-1993) and the Medium-Term Economic Structural Ad_;ustmcnt Plan (1992 1998)
“which were established in cooperation with the IMF and the World Bank, to enable Jordan to
_ ovcfcome the économic crisis due to the Gulf Crisis broken out in August 1990.

" The followmg are lhe pmmry targets of the Plan:
o (l) Econonuc llberahzauon, :mproud investment cnwronment _
(2): Development of natural résurces, particularly water and energy,
3) chlopmem of new exportsales routes, expansion of traditional markels,
" development of export sectors, |
. (4) Balance bc.lweeh human resources and economic resources, and
(5) Bxpandcd producllon sector employment.

There is no specrﬁc mention of reglona] developmcnt pohcy within lhe New Third Five-

“Year Bconomlc and Social I),vel()pnmm Plan. Among the targets of that Plan, however, there

is a mention of achicvement of balanced socnl dcvelopmenl (decreasc in the imbalance
belween reglons) It is clear that the focus is being placed on correcting lhc economic
disparities between the southern part of Jordan and the other parts of the country.



© 2-4 Institutional Framework for Industrial and Regional Development in Jordan
2-4-1 Industrial Scitings

" Qutlines and activities of organizations set up for the industrial and regional development
in Jordan are summarized in this section. '

(1) Central minisiries

* The central ministries which are directly related to the industrial developmient of Jordan are-
~ shown in Figure 2-4-1. : ‘

{2} Government agencies
1) Industrial Development Bank (IDB)

The lndustnal Development Bank (IDB) was cstablished in 1965 to encourage and
assist dcv clopment and renewal of mdusmal prOJects ‘The current paid-in capnal of the '
bank was JD 7.5 million as of the end of 1994, and the Government is holding 12% of 1he_

~ shares. Other shares are held by financial institutions and private sector enterprises. The
bank is listed in the Amman Stock Market. The chairman of the bank is the former vice
chairman of the Central Bank of Jordan. ' e B

Out of the total liabilities qmounlin'g'to ID48.9 million, bbrrd\.ving from the 'Cehlral
Bank was JD 10.9 million at the end of 1994. Olhcr significant funding sources are loans
from forugn counlncs and deposits from the Govemment and other financial mshtumns
Exchange risks of loans from foreign countics are usually taken by the Govcrnmcnl

{a) Smali Scalc Industrial and Handicmft Fund (SSIH)

IDB established the Small Scale Industrial ancl Handicraft Fund (SSIH) to provide
loans to small scale Jindustry and handxcrafl prq;ecls Cntcna for SSIH loan approval
are not so strict as conunercrﬂ loans and the mteresl mic is lower than the market
mteresl ratc. Lending term:is norma}ly five to six yca:s “The definition of "small" is -

__havmg less lhan five cmployees Thc maximum Jimit of lhe loan is JD 10, 000 ' |

Lcildlllg cond:tlons of this concessive loan are as follows:

: Jnterest rale : 8% (9% for medical practitioners)
- Lending term - Up 10 seven years
- Grace period - Six months



- Mortgage and sccurity ~ Morigage over machinery and equipment
Mortgage over real estate
Charge on salary
Bank Guarantee (this case is very rare.)

“The current interest raté of 8% is considerably lower than the market interest rate of |
around 12%. The bank did not set up any particular preference or priority for this loan
in terms of arca or industry.: Sources of SSIH - fund arc prowded rmmly from the .

: Cenlra! Bank and intemnational financial institutions.

(b) Venture capitai business

'1DB lends money to one investor up to 50% of his equity investment on the venture
business. The bank 'rt_:ceivc‘:s maximum 66% of the investor's dividend from the
business. In case the investor sells his shares in the business to other persons, the bank
is enlitled to receiving maximum 160% of the original loan amount. In addition to the

- above mentioned foan, the ‘bank may dlrcctly participate in shares in the venture

busmesscs

2) Jordan Expoxt Dcvciopmenl & Commercza] Center Corporauon (JEDCO)

(a) 0utlme of thc orgamirauon

The Jordan Export l),velopment & Commcrc;ﬂ Center Corporahon (}F DCO) was

_esmbhshed to éxpand the national efforts for diversifying export markets and import

sources. JEDCO is superwsed by the Board of Directors comprising senior government
officials, presidents of various business organizations and leading industrialists.

(b Activitics of JEDCO

JEDCO offers the following services to exporters and private sector organizations.

S a) Producl 1mprovemenl
- Assistance for xmprcvcment of the quahty of Jordanian products by inviting
experts from overseas and sendmg them to factories

* b) Information service
- Free access to the hbrary of JEDCO
- Access through JEDCO to the computer network connected to d'ua base
systems overseas includmg Internet; Arab Trade Information Netwoik, ele. '



- ¢} Trade promotion -
- TIntemational fairs and exhibitions
- Answering inquiries from domestic enterprises and foreign enterprises

d) Market research and analysis
- Market analysis
- JEDCO has overseas laison offices in Cairo, Tunis, Baghdad, Yemen,
" Casablanca, Tripoli, Khartum, Moscow, Muscat, and Washington.

' The volume of exports handled through JEDCO during 1994 amounted to JD

215.0 million, which accounted for 21.6% of the whole export b'y' Jordan, and the

- volume of imports through JEDCO in the samie year amounted to JD 43.0 million,
‘which accounted for 1.8% of the whole import by Jordan.

-+ 3} Jordan Investment Corporalion (JIC)

(a) Outline of the erganization

In 1991, the Jordan Investment Cooperation (JIC) was founded as a gdvemmcntal

corporation by the Law No.’ 18 of the year 1991, ‘_When' being “established, JIC

succeeded the dssets and liabilities of the Pension Fund except for those relating to the :
‘pension fund scheme itself. The whole equity of JIC has been contsibuted by the

Government.

. The initial equity. contribution by the Gov'emmcnt was approximately JD 5 million

and additional cquity contribution in the amount of JD 16 million was made in the next

three to four vears. Subsequently; investnicits held by other governmental agencies
were transferred to JIC for cfficient management of the Government investment
portfolio. The book value of the investment portfolio held by JIC was JD 206 million at
the end of 1994. ' ' | :

(b) Activities of JIC
“a) Investment in sccuritics

JIC, in cooperation ‘with other public corporations, makes investments in
accordance with the invesiment policy of the Government to supetvise the economic
activities and to establish a solid national economy in all production sectors.



b) Appraisal of new projects

" Feasibility studies, consisting of technical, marketing and financial aspects, are
conducted by JIC for new projects. Outside consultants, domestic and foreign, are
hired for the studies from time to time. '

" In 1995, 10 projects were appraised. The feasibility studies of six projects out of
_10 were conducted by JIC teams, Four projects out of 10 "procécded' to
' implementation. Private sector mveslors took interests in three projects (a rubber seal
project, -a filter project, - and a hotel mmagcmenl prOJecl) and JIC formed a
committce for a temaining project on casting (such as mold) to'set up the project and -
‘subsequently invite private sector inveélors: Project finding is the task of the Project
Scheme Department of JIC. Private sector investors may contact J[C to ask for JIC's
. mvolvcment in their projects.

- 4) Investment Pr0n1oli0n_Cor1>0r:itioﬁ (IPC)

: '(:}1} Oulliné of the o’rgani_zatioh

The Investment Promiotion Corporation (IPC) was established in 1995 in accordance
with the new Investment and Promotion Law. The Board of Directors consists of 12
members. Some are from the governmental sector and others are from the privale sector.

The new Investment and Pr’ombtioh Law ‘deals with foreign investment as well as
domesuc investment. The purposes of this law are: :
.a) To enhance mvestment environment and mvestmcm opportumly, and
b} To ease investment proccdures.

- (b) “One window service facility”

IPC is planning to introduce the so-called "one-window service facility” for

application and processing of new industrial projects. In this “one-window service
" facility" concept, the responsible section reviews investment applications submitted by

investors. The section must reach a decision within 30 days after receipt of the

~ application. The ° one-wmdow service facnhty" servcs both forcagn investment and
" doniestic investment. e o

“The “one-window scrvice facility" covers riot only application process  of the .
invesiment but also provision of public utility services such as clectricity, gas, water,



ete. Furthermore, it covers application to obtain permits required for protection of the
~ environment and other permits required for businesses in certain sectors.

5) Amman Chamber of Industry

(a) Outline of the organization

"Fhe Amman Chamber of Induslry consists mainly of manufacturers, while the
- Amman Chamber of Commcroe is a separate organization consisting niainiy of wraders.

-Manufacturers and traders sometimes take dlffcrcnl positions in lobb)mg for the

- gm'c:nmcnl pohcg This is onc of the seasons for lhenr separation into  two
organizations. '

The Amman Chamber of Industry is the sole chamber of industry in Jordan. [t has
approximalely 7,500 members. Two hundred mcmbérs have more than 50 employces
and 1,000 members have more than lO cmploy ccs. The Amman Chamber of Industry
_submns its requests, from time lo time, to the Gov crnmcnl whcn a new policy i is going
to be mlroduced ora polic} changc is going to be made.. :

‘(b) Aclivilics of the Amman Chamber o_f Industry

The Amman Chamber of Industry pcrfonﬁs its functions at two levels. It takes care
of each individual member' s interests and, at the same time, rcprcscnls the country's
industrial sector 13 awhole. 3 he activitics mclude

a) Coopcmlioﬁ with the G'oychnnenl in cnacting faws, ' regulations - and

procedurcs relevant 10 the industrial sector in prirliéisla’r, and the country's
economy at large, S o Lt - :

b) Providing a forum for the Chamber members to debate on issues related to the
industrial scetor, '

<) Org’unnng 1nd sponsonng lcclurcs W orkshops scmmms and oonfcrcnccs-

onv anous cconomic lssucs cspccnlly those refatéd 1o the industrial sector

d) Org't'ni'fjng md spcinsoring bu‘sincss dclcgation’s* 1b'r0"1d and 'pmmoting .

meetings and contacts with femgn business dctcgatc.s in order to strengthen
international LOOle'dIIOI‘! promote ‘inv estment and trade c\ch*mgc finds
markets for Jordanian exporters, and encourage joint ventures,



¢} Participation in relevant activitics whether local, regional or internationa, such
as international and regional trade fairs and mectings of the UN orgam?auons "
as well as independent organizations, and

f) Enhancing stronger relationships among ils members and coordnmlmg
aclwlues requesis and needs of cach industrial sub-sector.

6) Vocationa] Training Corporation (VTC)

Jordan institutionalized vocational and technical cducauon in 1973 when the ansu}

of Education adopted the Nalional ‘Vocitional Training Scheme’ that introduced |
" apprenticeship tmmng in co!tabomnon with employers. As a esult, the Vocalmnal

Training Corporation (VIC}) was establishied in 1976 as @ semi-aulonomous orgmw;mon
under supervision of the tripartite Board of Directors represcnnng the - Government,
cmployers, and labor unions. The Board is chaired by the Minister of Labor, and VTC is
run b) an executive body headed by the Dlrcclor General, who also serves as the deputy

' chalrpcrson of lhc erd Figure 2-4-2 shows the orgmamuonnl chart of VTC

;V'TC operates a nalional nblwofrk of 35 training centers and institutes which incl'u_dc one

" Training and Dc"\'clopmcrii Institute (TDI), one Occupqtional Safety and Health Institute
(OSHI), one Testing and Tr’unmg Institute ('ITI) oie Industrial School thrée Hotel

Training Centers (HTC) ten T cnnlc-only Urban Dcvclopmcnt’l‘mmmg Ceaters (U DTC)

' .‘and 18 Tradc Training Centers (TTC), The annual mpncn) of these centers was 10,080

trainces for 1pprnnt|cesh|p and mcdmm term training progmms and 8,930 trainces for’
short- tefni training programs m 1994. UDTCs are cstablished in collaboraucm with the

Housing and Urban Development Corporallon to offcr short-term- tnmmg for womcn

living in Amman, Zarga, and Aqaba. In addition to these centers, VIiC eNCoUrages and

assists both private and public enterprises in establishing their own training centers,’ and
“there are now cight training centers owned by large (‘OII‘Ip’ml(‘S and operated under close
' coopcnilon and coordmal:on \ulh VTC

VTC offers the following training prog{anis: -
~ (a) Apprenticeship training progiam ,

_ This program Irains frainees’of various levels, from those who finished teh-year -
| basic education to the skilled worker level. The program offers onc- or two-year off-

the-job training in the classroom and workshop, and one-year on-lhc—job‘ training at the
enterprise under the joint supervision of the employer and the VTC staff.



(b) Mcdium-term training program

This onc-year (raining program trains experienced skilied workers up to the

craftsman level.
{c) Short-term training programs

VTC offers a vasiety of shorl-term training programs: thice to nine-month training
for semi-skilled workers, upgrading training for Cmplbycd workers, training of
instructors and supervisors at TDI, and training in the field of occupational safety and
health at OSHI.

VTC is on the process of establishing the nalional standards of occupational
classification. The process includes clarification of job descriptions based on occupational
~ classification, cstablishment of a national performance standards test, and certilication at
TTIL. ‘ '

In 1992 VTC slartcd mrplcmcnhhon of industrial C\lCl]SlOﬂ services for mcd:um and |
'small scale industrics. The services are {i nanccd by UNDP and c\cculcd b)' ILO. The

services mclt_ldc cpnsul_taucy_ and advisory services in quality control, managcmcnl,
- production techniques, marketing, safety, and skill upgrading, .- |

Ttis generally. believed that VT C has stronger links and beticr communications with -

local industrics than the. vocational sccond'ur) schools nun by the MII]ISI!‘)’ of Education.
But the further mdusmahmuon in Jord:m will rcqunrc higher levels ‘of ‘workets, and
different skills from w hat i is needed loda) The World Bzmk lhcreforc rccommcndcd to
v esl more on general sccond'n) cditcation than vocational cducallon o crcatc a ﬂC\iblC
labor loree, nolanarroul) -specialized hbor forcc i

7y The Royal Scicitific Society (RSS)

The Royal Scientific Socicly (RSS) was cstablished in 1970 as a national scienlific and

technological research and dcvclog)hlcut (R&D) institution. It became the first scientific
center undcr the nghcr Council for Sc:cncc and chhnolog) (HCST) in 1987. His Royal
nghncss Crown Prmcc Fl Hassan' Bin Talal is the founder and chamn'm of RSS, and o
HCST assumes lhe pou crs of lhc board of !ﬂlSlC(‘S of RSS. RSS has thc folloumg seven

centers: :
(2) Com pli ter Tc_chnol ogy, Training and Industrial Studies Center
" (b) Rencwable Energy Research Center




(c) Industrial Chemistry Research Center

(d) Mechanical Design and Technology Center
(¢} Building Rescarch Center _

(D) Electronic Seivices and Training Center
(g) Environmental Research Center

Figure 2-4-3 shows the organizational chart of RSS.

' RSS plays a major role in all aspeets of the advaricerent of science and technology in
" Jordan, and carries out a wide variety of rescarch’ programs. RSS also acts as a central
* standards authority for the government and private industries. '

“RSS enjoys administrative and financial independence, and its budget sources are self-
.gcncmtcd revenues from technical $ervices and consullations, rescarch contracls,  dn
-~ annual grant from the Government of ! ord'm grants 'md donations from Ioml institutions,

and technical assistance from donor orgammhons

RSS also established the Princess Suma’ya Univ ersity College for Technology in 1990
which offers two Progranis lcadmg to the bachelor of science dcgrccs in compulcr scicnce

and appllcd engl neering for clectronic nruntemncc
8) Thc H|ghcr Counml for SCIcucc and I’cchnolog5, (HCST)

Thc nghcr Councul for Science and chhnnlogy (HCST) was cst'ibhshcd as -an’
’admtmslmln rely and ﬁnanc:ally mdcpcndcnl gov cmmcnml org’m:mhon by the Law No.
30in 1987, 1o create a nauonal scientific and (ochno!ogtcal base for national dev elopment

| 'md makc science and tcchnolog), (S&'l ) a major clement of all dev: clopmcnt plans.

: HCST is in charge of (a) fonnulaiing a national science and technology policy, (b)
~ identifying sectorial rescarch and development priorilics, and (c) coordinating and funding
i scientific 1nd tcchnoioglcal rcscarch and dev clopmcnt aclivitics.

HCST IS ch:urcd b) His Royal nghncss Crown Pl’lll(‘b EI Hassan Bin Talal and the
Councsl is compaosed of the follm\ ing 14 mcmbcus '

| ‘(a) His Royal nghncss Crown Prince Il H1555m Bm Talal (Ch:urm"m)

“(b) \dmsstcr of Planning (Vice Chdlrman) B

() Minister of Finance,

(d) Ministerof Highcr Education,

(¢) Minister of Industry and Trade,



- (D) Minister of Encrgy and Mineral Resources,
(2) Minister of A griculture,
(h) Commander-in-Chiefl of the Jordanian Armed Forces,
(i) President of the Royal Scientific Socicly,
() President of the Amman Chamber of lhduslry,
(k) Secretary General of HCST, and
{I) Three persons appointed by the Chairman. -

The General Secretariat of HCST has the | olllo‘wing four sectorial departments:
(a) Department of Agriculture, '
(b) Department of Industry,
(c} Depariment of Infrastructure, and
(d) Depariment of Development Cooperation.

" 0) The Institution for Standards and Metrology (1SM)

“'The Institution for Standards and'Mctrology (ISM) was established in 1994 by virtue

' of the Standards and Mctrology Law ‘No. 15, evelved from the defunct Dnrcclomlc of
* Standards :md Mclroiogy under the Mmlsir) of lnduslry and Trade (MO]T)

1SM aims at achicvi mg the follon ing I'cur ob_gcclu cs:
(2) To adopt a national a)stcm for standards zmd mclrology fotinded on cnrrcm

scientific basis, .

(b) To kecp pace with smcnuf ic dc\. clopmcm in lhc ﬁclds of slandards mctrolog)’_

and quality conlroi 'mln'lucs

(c) To provide: health, ‘cconomic and’ envlronmcnmi protection fdr'cili;rcns by
‘cnsuring that consumable goods and other materials couform o the approved’

standards, and :
(d) To support the national cconomy and cconomic dc\'cl'opmcm by assuning the
- quality of production through the provision of adequale levels of standards to
' compctcin the intermational marlkcts.: ' |

lSM 5 aclmncs mcludc

~(8) Tosclup the mt:onal slandards for commodmcs 'md matcrials e\(‘cpl lor drugs -

\C‘ICHI'H[)' lllCdl(‘I]lCS SCIUHIS and \accmcs

(b) To accrcdu qualified testing or calibration laboratoncs at the publlc and scncnuf ic

- institutions such as RSS and the univ crs:ues
(c) To grant quahly mark and certificates of conformity, and



fomt

(d) To monitor the application of standards.
10) Jordan Industrial Estate Corporation (JIEC)

The Jordan Industrial Estate Corporation (JIEC) was established by alegal actin 1980.
It is responsible for p]anning', land acquisition, construction, and operation of industrial
estates (IE) in Jordan. JIEC is supervised by MOIT on a self-supporting basis. Industrial
projects may receive incentives specified in the Law for Encouragement of Investment. In
. addition, enterprises that are located in the IEs of JIEC may also ;éceive the following
additional incentives: | .'
(a) New industrial pmjccts established within the I1Es are grantcd two ycars of
- income and social services tax holidays, :
. (b) Existing industrial projects outside the Industrial Zones that relocate to the 1Es
- are granted two years of income and social services tax holidays,
(c) E\cisling' indusuial projects within the Industrial Zones that relocate to the IEs are
. granted lwo yeﬁrs of income and social services tax holidays, and '
() All industrial projects estabhshed w1thm the IEs are cxempted from the bmldmg
and lang !ax

. 11) Free Zones Corporation (FZC)

The Free Zones Corporation (FZC) is a governmental agency and possesses all

" authorities related to the frec zones in Jordan. It was established by a legal act in*1976.

- FZC constructs and operates Free Tradé ?bn@s (FTZs) and IEs with the free trade function.
Since it handles lariffs,: MOF has 'jt;ri:sdiélion ;over'FZC-.f FZC is financially independent.
The finances of FZC are covered mainly by revenues earned through: (a) retarns of rents,

charges for temporary us¢ of lands and propeities owned by FZC, and (b} returns of
services furnished by FZC. Collected tariffs become the propeity of the national treasury.

2-4~2 chEOhal Sﬁlli.ngs

'(l)Ccnlnl minislrieS T

* Central mmistncs rcSponsnb]e for rcgloml devclopmcnl are Mmlsuy of PI'lnnmg {MOP)

- and Ministry of Mumcnpal Rural Mfeurs and Envnronmcnt (MMRAE) Muor functions of

cach ministry are summarized below



= 1) Ministry of Planning (MOP)

MQOP is responsible for formation and implementation of the national economic and
social plan. Although Jordan currently has authorized no regional development plan, a
-~ reglonal plan was prepared by MOP based on the previous Five-Year Plan for Economic

and Social Development 1986-1990, ‘The plan showed the dircction of social and
economic development of each Governorate. This planning style clarified the development .
objectives of each Governorate and was expected to result in efficient: investment. 'This‘ '
" regional plan, however, was nol fully implemented along with the previous Five- Year |

- Plan.

When the next social and economic development plan will be formulated, it should be - -
" to implement comprehensive development of all Governorates in line with the naiiqna]: :

B plan.

2) Mmislry of Mumc:pal Rural Affzurs and l;nwronment (MMRAE)

MMRAE executes various operauons in accordance with the national econom:c and _
social plans prepared by MOP, The following are the functions of MMRAE related to the:

industriatization of the Southern Districts:
(a) Prgparatlon of the land use plan, . ‘
(b) Construction of the public mfrastmclure {mamly roads) wuhm the areas covcrcd
- by the land use plan and . o
(MOP is rcspons:blc for coordmalmg infrastructure construction pro;ecls
. - implemented by the respective ministries. In the case of pl‘OjcClS located outside

the arcas covered by the land use plan, infrastructure is constructed by the

Ministry of Public Works & Housing and other responsible agencies.)
(c) Licensing the private sector construction -within the areas covered by the land
usc plan. ' '

‘The foilowmg ministries also play their roIes in regxonal dcvclopmcnl
: (a) Mm:slry of Energy and Mmcml Rcsourccs (MLMR)
(b) MiﬂlSll’)’ of Labor (MOl J)
(¢} M:mst:y of Transport (MOT)
(d) Mlmstr)r of Industry and Tfﬂdu (MIT)
(e} Mi unslry of Finance (MOF)



(2) Governmental agencics
1) Agaba Region Authority (ARA)

The Agaba Region Authority (ARA) was established by. a legal act in 1984. lts
jurisdiclion covers paris of Agaba and Ma'an Governorates. The objective of ils
" establishment is to create a comprehensive development agency that plans and exceutes
~ development projecis in the areas of industry, tourism, and agriculture in the area. ARA is
- placed under the direct control of the Prime Minister, and it i's'fi[ia;ncizilly independent. _

' 2) Jordan Valley Authority (JVA)

The Jordan Valley Authority’ 4] VA) was established by a leg'd act in 1988 as the first
agency specializing in regzonal developmcnt in Jordan. Its _]Ul‘lSdlCliOﬂ is the so- callud -
Jordan Valley mcludmg a part of Karak, Tafila and Aqaba Governorates. JVA aims at
dcvclopmg and distribuling water Iesources for irrigated farming, domesli¢ and mumc1pal 5
uses, mduslry, hydroclectric power’ and other bcncﬁcm usés in the region. JVA is

 directed bya board of ministers’ from related ministries 'md govermnental offices such as
MOP, and itis ﬁnancnally mdependcnt

(3) Coordination of rcg1_0nal _d(:vclopmcnl projects

CIuis mlporlant to coordlmte variotis r«,gloml development pro;ects For this purpose, the
1986 1990 Reglonal chlopment Plan formed chlonal Counuls and - Sub-regional

'chlopmcnt Councils under the jlll’lSdlCHOl'l of MOP. These Councnls constitute an cxcellent
- management system for rt,gxonal developm;.nl however, it appears that so far they are not
- working cffectively.

1) Sub-regional Development Councils

The Council members consist of the administralive govemnors of the sub-region's,
representatives of local councils and tocal leaders representing various cconomic and
social activities from both the public and private sectors.

2) chional Councils

Thc Council members consist of lhc govemors. ruprcsentalwcs from Govemoralcs
* parliaments, sub-regional councils and MOP



- 3) The Higher Planning Councit

The Council members consist of the Prime Minister (as President), the Minister of
Planning (as Vice-President), ministers of related ministries, the Governor of the Central
Bank of Jordan, and the Secretary General of MOP.
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