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CHAPTER — 4
AGRICULTURAL FINRRCE AND ECOROMIC DEVELOPMENT IN JORDAN

INTRODUCTION

There exists a situation in which it 1s felt that
instfficient credit is available for certain agricultural
PUrposes, Or groups, who are considered unable to achieve an
acceptable rate of progress without access to cheap credit.
11t 15 agsumed that in such a situation commercial banks are
hesitankt about investing in rural lending.

In a developing economy like that of Jordan, the
most basic and urgent problem is  that of augmenting
agricultural production for an increasing population and a
rapidly expanding industrial base. The principal reason
behind agriculture gging the most depressed occupation
appears ta  be the neglect from which it has suffered for
achieving expansion in agricultursal production, requires
gtepping up substantial Jnvestments over a fairly long
period. The most important factor dsterwining levels of
investment in agriculture is the.zupply of adequate credit
on reasonable rates. If the Jordanian farmer can be §;pplied
or plovided adequate credit, agricultural self-sufficiency
would be ensured.‘ Agricullure, being an important sector of
Lhie ecconomy,’ necds {inance to carrvy on day-to—day activities
and also for growth and PYrogress purposes.

It is worth to note that, most of the farmers, the



family budgets are chronicaly deficit budgets, and even for
small farmers they hardly have any extra cash to savé. For
these reasons, the farmers hardly having any savings to
qepend upon at time when they are needed, and therefore they
nedd finance for different purposes. These purposes can Se
stinnarised as follows ’

1} For consumption Purposes

2) For Productive Purposes

We should note here that, it is not important to
grant loans to farmers, rather the importance lies in the
time when these locans are given. They should be given at the
proper  time and loans should carry a reasonable rate of
interest and they should be given for different productive
purposes. ‘

The insti@gg}ons who are involved in agricultural
finance should have the ability and the trained staff to
estimate the — financial requirements of the agricultural
sector. Agricultural sector is unlike the industrial sector,
it is very difficult to estimate the financial needs of the

former, but it 1s easy to do so for the later.

-In a country like Jordan, many efforts have been
made since the‘beginning of the second haif of this century
to encourage énd to modernize the agricultural credit
system.

It is recognized‘ that there are two types of
sources of agricu}tural finance,

1) Non-Institutional source : which includes suppliers of



inputs, purchases of outputs, land lords, middle
men, money lenders and relatives and families. |
2) Institutional Source which includes the three
specilalilzed agenciles existing in Jordan. They are -
The Agricultural Credit corporation, The Jordan
Cooperative Oryanization and Jordan Valley Farmers
Association, we can add to the institutional source,
Commercial banks. This chapter discusses only the
A.C.C. as it is the only government Financial

Institution in the kingdom whicﬁ is specialized
agriculture finance.

Tables 4.1 and 4.2 suggest a fall in agricultural

production during 1966 in comparision with 1965, especially

of products dependent on rain fall. Field crops experienced

a drop in their production. The growth rates of 1966 ail
went minus. The year 1967 witnesses a record increase in the
agricultural production, Total field cr@ps grew at 148.7
percent over the preceding vear of which wheat recorded =
rise of 136.8 percent. Barley 240.7 percent. The table on
growth rate shows other relevant figures for the yvyear under
5tud;. The figures for the yvear 1968 clearly indicates the
aftermath of 1967 June War. Two reasons were responsible for
the fall in agricultural production one was the continous
military confrontation with the enemy resulted in a
diminished production of the East Part of the Jordan valley.
The second was the shortage of rain during that year.

The increase in field crops in 1969, with general

decling in the rest of the items, was offset by the decline
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in most field crops in 1970. Two reason responsible for
this sharp decline in the agricultural production during
1970, one was the prevailence of rainfed farming, the second
was the september civil disturbances disrupted the marketing
of agricultﬁfal products. In the vear 1971, the production
of wvarious field crops, vegetables and frutis increased,
specially grain production. Which rose substantially in
1971, wheat production grew by 202.8 percent, Barley by
403.8 percent. The only decline was registered in citrus
6u§put, which fell short of 15.8 percent. This general

.
~-

increse in production was mainly attributed to adeguate
N
railfall.

Figures for agricultural production for 1972 show
an increase in the production of wvarious field crops,
vegetables and fruits, wheat increased by 25.8 percenﬁ,
barle? by 28.8 percent, Tomatos by 11.53 percent. The
production of certain fruits particularly melons increased
by 132.5 vpercent. This general rise is agricultural
production in 1972 was due to favourable climatic
conditions, as weilwae«the restoration of low and order and
stability in the Ghor arease enabled the farmers to return
home and exploit lands deserled since 1967 war and its
~aftermath. The supporting figures for 1972 as shown in the
table.

Agriculture 1is an industry which is affected or
influénced to a greal extent by climatic conditions. Thais
does not apply to industrial process, where climate has not

to play a vital role, but even though, the Jordanian farmers
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Tabel 4.1 : Agricultural Production in Jordan 1965 - 1972
(In thousands of Tons) ‘

I tems Years

1965 1966 1967 1968 1969 1970 1971 1972

Totél Field Crops 438.7 151.0 375.6 162.2 235.1 73.3 231.3 282.4

B,

Wheat 277.9 101.2 239.7 116.2 159.3 55.5 168.1 211.4
Barley 94,8 22.8 77.7 24.1 42.5 5.2 26.2 34.0
T0b§cco 1.1 1.6 2.1 2.1 2.0 1.2 1.1 6.7
Othérs 64.9 25.4 56.1 19.8 31.3 11.4 35.9 36.3
Total Vegetables 423.0 411.2 541.9 238.5 219.2 %97.6 226.8 246.1
Tomatoes 188.9 179.0 259.7 152.9 150.1 137.4 137.0 152.7
Others 234.1 232.2 282.2 85.6 69.1 70.2 89.8 83.4
Total Fruits 384.0 245.5 380.2 195.2 143.3 103.6 119.9 152.9
Olives 37.4 32.7 64.0 36.3 23.9 3.0 lé.O 35.0
Grapes 79.2 61.9 71.6 16.3 14.2 6.4 18.6 18.2
Citrus 47.0 48.9 61.4 37.3 24.3 48.9 41.2 20.9
Melons .160.0 47.7 118.4 82.2 53.2 22.8 27.1 65.0
Others T 60.4 54.3 64.8 éO.l 27.7 22.5 14:5 15.8

Source : C.B.J. Annual Reports 1970-1972 Page 6,7 respectively.
Note : 1) Figures for the years 1969-70-71 & 1972 are for the East Bank on

2) Figures for the vear 1970 pertain only to the Ghorarea
3) Other field crops include : Hay, Lentils, Kersennh, Dry broad be

Chickpeas, Sesame Maize etc.
4} Other Vegetables include : Eggplan., Onions, Garlic. Cucumbers,
o Cauilf lowers, Cabbage and Potatoes.
Other fruits include : Apples, Pears, Plums, Peaches, Almonds,
Apricots, Figs & Pomegrante.

i ¥
/



Tabel 4.2 : Growth Rates of Principal Agricultural Products
’ 1966 - 1972
I t ems Years
1966 1967 1968 1969 1970 1971 1972
Total Field Crops (65.5) 148.7 (56.8) 44.9 (78.8) -215.5 27.1
Wheat (63.6) 136.8 (51.5) 37.0 (65.2) 202.8 25.8
Barley (76.0) 240.7 (69.0) 76.3 (87.8) 403.8 28.8
Tobacgg 45.0 31.2 1.0 (4.8) (40.0) (8.4) (36.4)
Others (61.0) 120.8 (64.7) 58.0 (63.6) 214.9 1.1
Total Vegetable (2.8) 31.7 (56.0) (8.0) {(5.3) 9,2 . 8.5
Tomatoes (5.3) 45.1 (41.2) (1.9) (8.5%) (06.3) 11.5
Others (0.2) 21.5 (69.7) (19.3) 1.6 27.9 4.0
Total Fruits (36.1) 54.8 (48.7) (26.6) (27.7) 15.7 27.5
Olives (12.6) 95.7 (43.3) (34.2) (87.5) 500.0 89.2
Grapes (22.0) 15.6: (73.0}) (26.4) (55.0) 190.6 (2.2)
Citrus 4.0 25.5 (39.2) (34.9) 101.2 (15.8) (49.3)
Melons (70.277148.2 (306.6) (35.3) (57.2) 18.8 132.5
Others (10.1) 19.3 (69.0) 37.8 (18.8) (35.6) 9.0
Source : Calculated from Table 4.1
Note : Figures in Brackets indicate Minus.
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are trying hard to overcome and to meet the challenge of the
nature. )

The question of how far commercial banks in Jordan
can play a Prime role in financing agricultural development,
is a long debated one, on no clear indications so far have
come out to show the real involvement of commercial banks in
agricultural finance in Jordan. Taking in consideration the
huge amounts” of deposils with counmercial Dbanks. and the
variety of commercial activities thaey under Lake, one can
say Dboldly that commercial bhanks may and can be a vital
source of funds, but unfortunately not yvet topped fully to
provide capital requirements to enhance the agricultural
production in the Kingdom.

Commeycial Dbanks are usually unwilling to finance
or undertake the responsibility of being a source of finance
to agriculture, for a very simple reason that they raise
funds Dby way of & Short term deposits aqd therefore, they
cannot involve themselves 1in a medium or long—term
financing, and the funds required by the agriéultural sector
are for a periods longer than those for which the banks can
safely lend. Commercial banks in Jordan, do not take
agricultural finance as a part of their ordinary commercial
husiness.

- Having recognized that agricultural finance in
Jordan has been the basic problem of agricultural
development, the government has ordered the establishment of

inatitutaonal financing organisations to undertake the

e



responsibility of supplying the necessary funds for
gz}ﬁculture, and Dbecause the commercial banks are praofait
motivated the specialized agricultural financing
institutions do not work with making profit as their prame
woba.

Looking alb the table on credit to agriculture Dby
commercial banks (Table 4.3) we can see clearly and beyond

commercial banks in financing the

doubts the neglect of
agricultural activities in the Kingdom. In 1964 the share
was only 2.9 percent and ig‘ended in 1972 with 1.6 percent.
Inspite of the congiggys efforts the congecutive governments
have put to improve the agriculture and agricultural
production, -—commercial banks did not react in such a manner
towards the amplementation of the agricultural programues
set up Dby the governments in Jordan throughout the perigd

under review. In a country were a huyge number of its

population 1is engaged in agriculbure and with total nuuber
of commercial Dbaenks branches reached to 28 in .1972, we
notice a decline in the share of agriculture in  the
commercial banks credit, though the share remained
through out the period (1964-1972) & very small share, rather
neglected. There are many ways by which we can increase the
involvement of the comuercial banks in agriculture.

1) By participating in the paid up capital of the

agriculture credit societies or corporations.
2) By purchasing the securities = raised by these
iQ§titutions.

3) By diverting a fixed percentage of their total deposits



Table 4.3 : Growth Rate of Credit to Agriculture in the
Total Outstanding Commercial Banks Credit

1964 - 1972
(Amounts In Thousands of JDs.)

Year Total Comme— " Growth Total Outstan— % age of Share OGrowth
rcial Banks  Rate of ' ding Comm. of Credit to Rate -
Credit to Comm. Banks Banks Credit Agriculture in of Conmm.

"Agriculture Credit to the total Banks
- Agriculture Qutstanding Credit
Comm. Banks
Credit
1. 2. 3. 4, 5 = 2/4 * 100 6.

1964 860.0 E— 29271.0 2.9 ~

1965 678.0 (21.2) 33299.0 2.0 13.7

1966 613.0 (9.6) 38981.0 1.5 17.0

1967 767.0 25.0 38886 .0 1.9 (0.3)

1968 654.0 (14.7) 40997.0 1.6 5.4

1969 717.0 9.6 45389.0 1.6 10.7

1970 583.0 7 -— (18.7) 45548 .0 1.3 6.3

1971 799.0 37.0 ‘ 46928.0 1.7 3.0

1972 804.0 0.6 50590.0 1.6 7.8

Source : C.B.J. vearly statical series(1983) Tabel (13)
Column No. § = Column No.2 / column No.4 * 100

Figures “in. Parenthesis indicate minus



to agricultural loans, and these leoans can be refinanced
by the Central Bank of Jordan.
4) Underwriting the ayricultural 1loans with Government

guarantee.

The Agricultural Credit Corporation And Its Lending
SN Policy During The Period 1964 — 1972

The Agricultural Credit Corporation was
established 1n 1939 by the Law NO. 30 for the vear 1939. A
new law was passed under No.12 for the vyear 1963, which
granted the corporation a full financial and administrative
autonomy., The Board of Directors was reformed with the
general manager as its chairman cum Managing Director, in
addition to three Government representatives and five non-
governmenk representatives ﬁho are experts in agricultural

and financial affairs. The Corporation, in its lending

e

policy, follows the "Controlled lending” system. Where any
Jordanian farmer -can be given a loan, withing the cost of
his agricultural project upto 60% of his mortagaged assets
for the medium and Jong-terms loans, but in case of seasonal
loans ‘“shori-term”, the Corporation can grant upto 75
percent of his impovable mortagaged assets. Interést rate
charged on long Lterm loans is 7% percent, and on short terms
loans in 0.7 peféent. The Agricultural credit Corporation is
the only government financial corporation in  the Kingdom
which 1s specilalized in extending agricultural loans for
various periods and different purposes, it plays an

important role 1n supporting the process of agricultural



deve lopuent .
The Agricultural sector though its one of the most
vital economic sectors in Jordan, it is the most Dbackward

and less developed sector for a number of reason, most

important one, which concerns this chapter is the lack of
financial resources which this sector needs mostly.

The Three-Year Development Plan has stressed on
the importance of agricultural development and laid down
s0me guidelines to be followed 1in the course of
usplementation of the Plan. To achieve agricultural

=~
development, we have to increase the productivity in
irrigated and rainfed areas. Participation of all produce;s
should Dbe deepend through organizing them and through the
provision of adegquate financial incentives and agricultural
inputs.

We should emphasis on the factors which lead to
production stabilization and growth. Agricultural production
should be directed towards thosge crops in which Jordan
enjoys economic and climatic advantages whether such crops
were to meet domestic™demand or for export purposes.

The Agricultural Credit Corporation has granted
1763 loans toM2223 borrowers amwounted Lo JD 833.4 thousand,
Auring 1964-1965.

Tables 4.4,4.5 show that the lcans granted for the
rehabilitation of vrainfed lands amounted to JD- 107.8
thousand or 12.9% of the total amounts, majority of these
luans were utilized for the land reclamation, and to

increase the fervtility of the seoil in addition to the



A
construction of supporting walls — Terraces and Sub soiling
atid  the erection ol Barbed wire fences. Parl of thw/ total
amount granted above, was utilized for the planting of
different types of trees specially Banana, Citrus, Vinyard
and Olive trees.

Irrigation projects were of much importance with
17.3 percent of the total loan amounts or JD 145.0 thousaha.
These amounts were utilized for the purchase of motoré,
pumps, and construction of cement and earth canals and
listerns. This indicates the extent of the encouragement
which the corporation extends to the farmers on one side,
and the awareness of the farmers on the other. The
Corporation's policy in these types of loan; is to pay
directly the actual prices of these equipments to the
suppliers to ensure the best utilization of the 1§an

amounts.

Development of LiveStock and Poultry : The Corporation ‘has

extended JD 307.9 thousand or 36.9 percent of the total loan
amounts at the end of the financial year, which indicates
the importance of this sector to take the country to the
self’ sufficiency stage in the production of paultry and the

existing possibilities of exporting the extra production.

Agricultural Machinery : To purchase tractors, treollies,

theresher, Sprinklers, the Corporation use to ensure that

there does not exist more of these machinery in the same
“area, and the Corporation pavs the price directly to the

supplier and takes the responsibility to register the
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machine at the traffic department and to indicate that this
particular machine negative pledged is mortagaged in the
name of‘ihQMCorporation and not to transfer the‘ownership of
the machinery to another name without the prior permission

of thé Corporation.

Central Cooperative Union : The Corporation has given up to

grant these short-term loans and gave the responsibility Lo
the Central Cooperative Union, because the Corporation wants

[Ny . -
to Tencourage the cooperative movement in Jordan through

extension of loons to the union.

East Ghor Canal Authority : The Law of the East Ghor Canal

Authiority states that all the farmers whom their lands have
been condemned by the authority, their debts will be paid by
the Authority to the Corporation with 4 percent annuél
interest.

Since the establishment of the Corporation 1in
1959, the seasocnal loans were granted through the Central
Cooperative Union or Jordan Cooperative Organization. During

the pariod froon 1960 to 1969, the Corporation has noticed

Lthat there Qere many irregularities in granting these loans,
most important one, that man? farmers are not registered in
the cooperative societies, and the absence of control over
the loans and their purposes. Therefore the corporation ﬁas
decided to start giving seasonal loans from the begining of
1970. .

Seasonal loans are granted for Seeds, Fertilizers,

§



Fooders, pesticides and insecticides and labour wages to the
farﬁers and the J.C.0. will give séasonal loans to the
Agricultural Cooperatbtive Socleties, this was decided atter
the final settlemenf between the A.C.C. and the J.C.0. which
was approved Dby the Board of Director decision No. 3198
dated 30.9.1969 and the Organisation Board of Director's
dééision No. 67 dated 19.10:1969. According to this
settlement, the A.C.C. has deducted JD 356.8 thousand from
its capital and considered as pért of the J.C.0. capital on
a condition that the responsibility of A.C.C. in providing
th@,gpoperative Societies with seasonal loans ends herel

X Table 4.6 shows that A.C.C. has not achieved high
percentage 1in collecting the over dues either from capital
or from interest amounts fallen due. The highest percentage
achieved 1in collecting the over dues from capital amounts
was recorded in 1965-66 with 38 percent and that from
interest was 41.6 percent in 1968. Rest of the ratios
remained very low as indicated by the table.

In absolute terms, some years have witnessed a
very huge over due amounts, capital as well as interest; hut
repayments were ve£§mwlow in comparison with the due
amounts: One cgn_ask a question as was there any reason to
accumulate such a large over dues with no visible efforts to
get them paid as we see from the ratios. One point to be
clegr here that the low ratics in 1970 are attributed to the
regretfull disturbances which the country faced in~the last

gquarter of the =aid vear.

1. A.C.C. Annual Report 1969.



Table 4.6 : Agricultural Credit Corporation Over Dues and
Repayments Amounts 1964-65 to 1972
{In Thousands of JDs)
Year Over Dues Repayments %
Capital Interest Capital Interest Capital Interest
— 4/2*%100 5/3*10
1. 2. 3. 4, 5. 6. 7.
196465 1974.3 - 504.6 707 .8 209.7 35.8 41.5
1965-66 1818.6 441.9 691.1 178.3 38.0 40.3
1966 2270.3 375.3 521.3 114.8 22.9 30.6
1967 1888.4 589.2 515.0 180.5 27.3 . 30.8
1968 2479.,1 405,7 404 .2 168.8 16.3 41.6
1969 2874.2 682.5 691.1 231.0 24.0 33.8
1970 2771.8 642.7 333.6 66.9 12.0 10.4
1971 2293.8 627.5 446 .1 160.1 19.4 25.5
1972 1968.6 645 .4 645 .4 210.1 32.7 32.5
Source : A. C. Corporation — Annual Reports.
Note : The vears 1964-1965 and 1965-1966 — each financial yvear
commencing on First of April and terminating on 31 of March,
2) 1966 -~ Includes last nine months only (i.e.) 1.4.1966
to 31.12.1966
Column No. 6 = Column No. 4 / Column No. 2 * 100
\Column No. 7 = Column No. 5 / Column No. 3 * 100

.,
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Repavment of the over dues are very wvital as &

source of internal finance which helps the Corporation in
serving the farmers in an efficient manner.

It 13 worth noting here that, by survaying the

litrature on this issue we did not find any substantial

reasoning or explanation for the huge accumulation of. over

dues during the period from 1964-65 to }972.

THE THREE — YEAR DEVELOPMENT PLAN 1973-1975

The vear 1973 withnessed the unability to achieve
the plan objective of increasing GDP, owing mainly té the
decline in income from Agriculture, which dropped from JD
42.5 million in \i972 to JD 28.5 Million in 1973 or 30.7
lower than plans target.

The Tables 4.7 and 4.8 clearly bring out an
overall decrease in the production of various field crops,
vegetables and fruits by 76.4 percent, 49.4 percent and 32
percent respectively. The moét spectacular drop was in wheat
and Dbarley production which fell by 76.2 percent and 82.6
percent respectively. The Production of tomatoes dropped by
45.6 percent other vegetables dropped Dby 355.6 percent.
Fruits did not fare Dbetter except for grapes whose
production rose by 21.9 percent, the rest experienced
variocus degrees of reduction. Figures for the year 1974,
show @bh@} the Plan cbjective of raising GDP included all
economic sectors of which agriculture 1s an important

component. The plan envisaged an increase in  agricultural
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income at 1972 pf@ces from JD 41.1 million in 1973 to JD
43.8 million in 1974, as a result of improved weather
conditions and higher agricultural vyield sin 1974,
agricultural income at currenl prices rése by 81.7 percent
over 1973 ., it amounted to JD 43.8 million at constant
prices, Thus, the Plan target was achieved.

The. _relevant data on aﬁricultural production for
1974 indicates a sharp increase in the production of wvarious
field crops, vegetables and fruits as compared with 1973,
reasons for this increase can be summed Qp as improved
climatic conditions withincrease in rainfall, and greater
development efforts in the agricultural sector by the
conti&u@d implementation of several agricultural projects of
the Three~Year Development Plan.

The data on agricultural production for 1973 show
a decrease in the production of field crops, wvegetables and
fruits as compared with the previous vear. The rate of
decrease was sharpest in field crops, wheat, production went
down by 79.6 percent, while barley production went down by
70.6 percent, production of other vegetables increased Dby
60.9 percent, the figures of growth for other products
indicate a sharp decline over the previous vyear. This
adverse season led to a decrease in income realized by the
agricultural sector which amounted to JD 50 million. as
against JD 54.5 million in 1974.

Table 4.9 indicates a very serious situation in
which there was a total neglect of agricultural sector in

the investments of the plan. Year wise the share has



Note : Figures for East Bank only

Table 4.7 : The Agricultural Production Three Year Plan
1973 — 1975
{In Thousands of JDs)
1 tems Years
1973 1974 1975

Total Field Crops 66.7 334.1 74.1

Wheat 50.4 244.0 50.0

Barley 5.9 40.0 11.8

Tobacco 1.1 1.9 1.1

Others 9.3 48.2 11.2
'Total Vegetables 124.6 205.8 262.3
Tomatces 83.1 133.0 145 .1

Others 41.5 72.8 117.2 )
Total Fruits 104.0 156.7 91.7 '
Olives 5.2 40.0 4.7

Grapes 22.2 17.8 11.1

Citrus 15.4 34.2 12.8

Melons 56.0 46 .0 50.3

Others 5.2 18.7 12.8

Source C.B.J. Annual Report 1976 P. 17 Table (3)



Table 4.8 : Growth Rates of Principal Agricultural
Productionr Three Year — Plan

1973 - 1975

T {(Percentage)
I tems Years . )

1973 1974 1975

Total Field Crops  (76.4) 400.8 (78.0) -
Wheat (76 .2) 384.1 (79.6)
Barley i (82.7) . 577.9 (70.6)
Tobacco 57.1 72.7 (42.1)
Others {(74.4) 418..2 (76.8)
Total Vegetables (49.4) - 65.1 27 .4
Tomatoes (45.6) 60.0 9.1
Others _ (55.6) 75.4 60.9
Total Fruits (32.0) 50.6 {(41.5)
Olives (85.2) 669.2 (88.3)
Grapes 21.9 (19.9) (37.7)
Citrus (26.4) 122:0 (62.6)
Melons - (11.2) (17.9) 9.3
Others (67.1) 259.6 (31.6)

Sources : C.B.J. Annual Reports -~ Various Issues
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declined fronm 9.1 percent in 1973 down to 9.5 percent at Lhe

end of 1975. In absolute terms, the share was over the plan

period only 7.3 percent {(Table 3.9). As we have discused

earlier in this chapter that cheap credit should be

available for agriculture, but how one can expect this

credit to be extended to this sector if the planners do not
encourage such stégwby not granting agriculture the due

share in the tptal investments of the Plan.

Table 4.9 Share of Agraiculture in The Total Investments of
The Three Year Development Plan 1973 - 1975.
(In Thousands of JIDs)
Year Agricu- Economic Social Total % Share of
ltur Sector Sector Agritulture
In The Total
Investments
; of The Plan
1 2 . 3. 4 5. = 6. =
(2+3+4)  (2/5)*100
1973 5296.0 33245.0 19472.0 58013.0 9.1
1974 4415.0 34753.0 22112.0 61280.0 7.2
1979 3309.0 33008.0 23390.0 5.5

59707.0

Source : C.B.J.

Annual Report 1972 P, 73.

Table 4.10

reflects the poor performance of the

agricultural sector during the plan vears which did not

reach in no vear nearer to the Plan targets. The income from

this sector has been alwavys below the targels, which may

indicate that the assuwnptions of the Plan were unrealistic

and the actual conditions for the growth

#

secktor wers not upto the expectations of the planners,

of agricultural

ding to this that there were many projects which have not

been coamplebed during the Plan period. Althouygh the planed

Faigures indicate a progressive performance over the Plan
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period, the actual figures constantly declining and this

can be explained by the poor shave of agriculture in  the

total investments of the Plan.

Table 4.10 : The Performance of The Agricultural Sector
During The Three - Year Development Plan
1973-197% (1972 Praices)
(In Million of JDs)

Plaﬁned Income Actual Incaome
1973 1974 1975 1873 1974 1975

41.1 43.8 46.9 .28.9 41.1 33.6

Source : C.B.J. Annual Report 1975 P. 118 Table 35

Central bark in any developing economy is regarded
as an essential factor inuachieving a rapid ecénomic growth,
The promotional and developmental roles of a Central Bank
are considered of a high significance in attaining economic
development in an under developed or developing economy. The
Central Baﬁk of Jordan, as the central authority of the
banking and monetary policies of the kingdom, has plaved an
ﬁtgsential role in promoting a credit to agricultural sector.
Th; {inancing of agriculture needs « special and
preferencial treatment from the C.B.J.in order to imple&ent
the programmes of the plans and to achieve thé targets set
up by the planners. C.B.J. does not involve in a direct
finance to agriculture, but it has plaved a vital role in
giving advances to Agricultural Credit Corporation through
refinancing facilities which this institution enjoy at the
C.B.J. e

The functions of the C.B.J. are more directed



- 263

- [

-

towards monetary stability and to create monetary conditions
under which all other financial institutions can function
under a contorlled syEEEE and on a sound economic grounds
and nol to supply prqdit itself. In a country like Jordan,
which Thas adoéted planning as a way of expanding 1ts
eccnomic growtl, the Central Bank of Jordan is reguired to
play an essential role to ensure the adequacy of credit
channalization to various sectors. If the Central Banhk can
issue only directives and not giving dictations to
commercial banks in Jordan as to how can they allocate their
credit then, it is the responsibility of no one, but the
Central Bank to see where there are gaps in the economy left
without credit or which sector has no access to
institutional credit, and tc come out to bridge these gaps
which have not been bridged by others. - It is a well and
universally accepted fact that in the early stages of
economic development of any country, central bank has to
play effeciently its promotional role to restructure and to
strengthen the institutional facilities in order to finance
the -economic development programmes. The Table 4.11
indicates clearly that 26.3 percent of the C.B.J. advances
to specialized credit institutions, have gone to A.C.C.
which 1is by all means a high percentage and a good sign
which supports our eralier statement that the Central Bank
of Jordan has seriously tried to fill up the gaps left
unfilled by other institutions in the sphere of agricultural
finance. These advances which were granted to A.C.C. have

grown up by 87 percent in 1974, after which it has
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registered a negative growth rate of 28.6 percent, but even
though the A.C.C. has enjoved 17.7 percent of the total
C.B.J. advances at the end of 1975.

Table 4.11 Ratico of C.B.J Advances For Specialised Credit
Institutions to outstanding advances to

Agricultural Credit Corporation Three - Year
N Developement Plan 1973-1975
RN {(In Thousand of JDs)
Year C.B.J. C.B.J. Ratio Growth Rate
Advances Advances of C.B.J.
to 5.C.Is. to A.C.C. to A.C.C.
1 2 3 4=3/2%100 5
1873 2168.0 569.6 26.3 -
1974 3864.0 1065.6 26.9 87.0
1975 4295.0 761.2 17.7 {28.6)
Source : Column 2: C.B.J. Yearly Statistical Series -
(1983) Table 6
Column 3: A.C.C. Annual Balance Sheets,
Annual Reports Various Issues
Note : Figures in Brackets indicate minus.

The Table 4.12 brings out clearly that although

there was remarkabl@ growth rate in credit to agriculture by

commerclal banks, Dbut there was also a huge rise 1in  the
total comnercial banks credit which have Dbrought the
rercentaye shére of credit to agricultgre in the total
commercial banks credit to 3.3 percent only, it has
increased to 4.4 percent and it has come down to 2.8 percent
in 1973, inspite of the rise in growth rate of commercial
banks credit which recorded 49.2 percent.

This reduction in the share of credit to
agriculture was due to the increase of credit to other
gectors in the economny such as industry, commerce, and

services. But by all means, the Commercial banks have no



reason, apparently, to keep such a low percentage share of
agriculture in their total credit. Keeping in mind that due
ta the reduction in shares of agriculture investment in
Three-Year Development Plan over the three vyears, the
performance of this sector have recorded achieveuments, by
comparing the“planned income with the actual income achieved
by the agricultural sector during the Three-Year Plén
“period.
Table 4.12 : Share of Credit to Agriculture "in the
Total Commercial Banks Credit Three-Year

Development Plan 1973 — 1975.
- (In Thousands of JDs)

Year Total Comm. Growth Total Comm. Ratio Growth Rate

Banks Credit Rate Banks Credit of Comm.
to Agriculture BanksCredit
1 2 3 4 5=2/4%*100 6
1973 2061 156.3 61817 3.3 22.2
1974 3745 B1.7 84950 4.4 37.4
1975 3608 (3.7) 126744 2.8 49,2

Source : C.B.J. Yearly Statistical Series 1983 Table 13.

Note : I+ Bank Facilities Mesan lLoans, Bills And Bonds
2. Figures In Brackets Indicate Minus

AGRICULTURRL CREDIT CORPORATION AND ITS LENDING
POLICY DURING THE THREE-YEAR DEVELOPMENT PLAN
1973-1975

By studying the leoans granted by A.C.C. classifiea
bye@urgoses, amounts and percentage, we can find out clearly
that during 1973 the total value of loans reached JD 1843.5
thousand of which loans for rehabilitation of rain-fed lands

stood first with JD 638.9 thousand followed by irrigation

prcjects with JD 458.1 thousand and comes agricultural
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mechinery with JD 258.7 thousand.

For the year 1974 the Tables 4.13, 4.14 indicates
Lhat the number of loans reached to 1617 with total amount
of JD 2139.4 thousand with a yrowth rates of 16 percent over
the previous year what is remavkable about these loans, that
they were givin on priority bases. The first priority was
given to the rural construction (27.5 percent) in accordance
with the Plan set wup by the Corporation aiming at
incouraging the settleément of the farmers in their own

agricultural areas. It 1is worth mentioning here that the

Corporation has licenced the consturction of rural houses

.within the villages where the necessary aminities such as

U

ocial, health and postal services are available. This in
turn has limited the migration from the villages to other
larger cities in the Kingdom. The second prority was granted
to the irrigation projects (21.3 percent) and the third
priority was given to the development of livestock and
poultry. It is to note that the Kingdom was umporting huge
guantities of eggs . from abroad, after which the government.
has decided to help the private sector in establishing
layers and parent stock farms, for which the A.C.C. has
extended a-considerable amounts of loans.

As far as the agricultural equipmentlloans are
concerned, they have enjoved the care of the Corporation
specially for the establishment of the modern olives presses
to suit the rapid expansion in the olive trees planting in.

the dry lands.



*s308loug Buisnoy 33235 Jog sueoT jiels SAJEDIPU] g CON UWNTOT - G261
s30aloiy Bursnoy jje3s S3edTpul g “ON UINIO] - 261

. sanss] shotJep — sjJoday [enuuy " gtH 1Sa04nog
2001 ¥ 629 8°826 9"EEE 2°098 6212 €E91T 5261
2729 1°08€ 1°02¥ 9°16€ 9°099 z2e 2191 ¥261
965 -o2rese 1°0S1 8-85v 6 BEY OZ0E Br¥e €261
8 Z 3 5 v € 2 1
sJaayjo fugred - ’ T ’ ’ N
UDTFONSISUOT huasuryoey puE O03S3IALT syoalouy sSpueT] paj-utey
1oy [ean3notaby  jo juawdoiaasq vorjebraag 30 uoT3EFTTIqRYSY
- S_I8MO_1I0G sSuEoT] 40
sueo jo juncwy pue sasodung ON [E30] [ YR E-1-1] Jdeay

+.9 mwu (sar 40 spuesnoyj upj

S261-6261 ueld Fuswdorssaq Jesp-23y) ayy burung
S3Mo.LIog Jo Jaquny pue pajueldg sueom] ‘uotjeaoduao] 3ipad; [RLn3(notdby g1ty atqe]



puesnoy) g-g0o1

ar Buisnoy 34835 (9

peusnoy] GTeLLTOf uoTIoNURSUO] BNy (R
~sapniout ge1 <oeh ayg oy

puesnoyl 2Ugl  4f

Butsnoy 33%35 (g

puesnoy] g gpy (f UOTFONIGSUO] [Eany (®

~pajueab sueoy 1E30) “sapn1out 2l Jesh ayz aoj () uwniol ut saldnbiy

40 30 PAZIITIN SJUNOLE (enjoR
ay3 sageotipur saunbiy [ejo) “puesnoy| g°gs Or -duog Butjasey s3jonpodd (2
p261 €261 ~&ah ay3z o4 “g°N puesnoy| g gs Or sueon dayig (9

pussnoy] gTGey (f uorjonaisun] jeany (®

Burmoy(og sy3 sapniout g2l -oeh ay3 403 (O1)"ON

uwgnio] ut sauanbt4 @ a3opN

SANSST SNOT4BA ~ mfon»wn jenuauy 3737y 1SSD.N05

S°&z 8-6£8 26l ¥ 629 €°0E 67296 16 ¥ 062 2 2°GEl G261
5-¢2 67125 91 2°10€ 281 1°66€ E°12 B EOY ¥°8 67851 ¥261
1€ EEES ot rre2il v6 2°191 ¥ €2 9°20r o1 1721 €261
11 o1 6 8 ¢ 9 5 ¥ € 2 1
“spuey
fasutyoey hagned paj-utey
UOT3ONIFSUO] 12Ny pue >O03Ss BATY s3oaloag 30 uotjed
p 1e-my % ~[notaby % jo juasdoiass( % uorzebroag Z  -Trigeysy —ea)

(Geel —
quaswdoransag Jeay sauy) syj burunp pajuelb sueo [ejo3 syz ul ebejusouad Jisyy

{eam3pnotaby o3 Butpuoooy pazi{Ijn sueot “uoljedodio] 3Tpau] [eun3(natiby jo

K96C

EZ61)>  TURld
pue sgoalo.ud

uoTINGIIISIg : FIh F19%)



7000
65001
60007
55007

5000

45007
4000
35001
30001

25007
2000y

15001
1000t
5001

1970 1971 1972 1973 197

A.C.C.
LOAN MOVEMENT
(AMOUNTS IN THOUSANDS OF JDs)

1975



3000
2500
22501

2000t

1750
15001
12501
10001
750
500
250

/‘\\ -

———
gy ———

1970 1971 1972 1973 1974 1975

A.C.C.
LOAN MOVEMENT:, OF

— MIDIUM TERM LOANS
~---— SEASONAL LOANS

AMOUNTS IN THOUSANDS .OF JDs..



291

Seasonal loans which use to be given to finance
the seeds and Tfertilizers purchases or animal feed and
poultry and broilers, the Corporation has continued to grant
loans for the above mentioned projects specially din  the
irrigated lands. For the last'vear of the Three-Year Plan
(1973-1975) we can sgee that the total number of loans
reached to 1622 plus 11 loans for staff housing projects
with total value ﬁp JD 3090.1 thousand and JD 100.2 thousand
respectively. These figures represent a grwoth of 49.1
percent over the previocus 'year. It is worth mentioning that
the table does not provide & separate column for rural
construction, nevertheless, these loans were dist¥ubuted
among rehabilitation of rainfed lands projects, idrrigation
projects and deveiopment of livestock and poultry projects.
Although the number of‘loans granted xat the end of 1975
have increased only by 16 loans, the yalue of these loans
have added to the 1974 figure an amount of JD 1050.9
thousand.

This increase is attributed to the increase in thé
average amount-of loan in general and to the increase in the
number of loans for the financing of some large agricultural
projects such as poultry and modern olive presses in
particular.

From the Tables 4.13 and 4.14 we can conclude Lthe
following tendencies.

1. Trere is a rising demand for poultry projects with 30.3
percent out of the total loan amounts.

2. Conbtinuous demand from the farmers for rural construcltion
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in the most of the rainfed lands. There did exist a
direct relationship betweent the fruit trees projects
which were executed in these lands and the rural
constsruction projects, on one hand, and due to  the
policy which is followed by the Corporation which aimed

abt  encodtaying this Lype of loang Lo pul an end Lo the

smegration ghenomenon from the rural areas to the urban

Y
A

ones on the other. The ceiling limit was fixed with JD
1.5 thousand for each house. '

There was . an expansion in the agricultural machinery
projects.

Irrigation projects loans enjoved only 9.1 percent of
the total amounts of loans granted.

Agriéﬁiﬁﬁral machinery and equipment loans have almost
doubled. major part of this was directed towards buyiﬁé
the modern olive presses and agricultural tractors.
Loans for the irrigation projects have declined from JD
403.8 thousand in 1974 down to JD 290.4 thousand at the

end of 1975. The reason for this sharp decline was that

Bome government agencies have taken the full

responsibility to execute the irrigation projects in
some areas in the Kingdom.

There was & decline in the value of lecans directed
towards rehabilitation of rainfed lands. It is
attributed to the temporary haulting of the planting and
maintenance of olive Lrees on one hand, and due tae the
unfavourable rainy season which have prevailed during

1975-1976 on the other.
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Table 4.15 indicates that the total due capital .
amounts were JD 1770.9 thousand and due interest amounts
were JD 456.7 thousand in 1973 which have reached to JD
2090.2 and JD 681.9 in 1973 respectively.

General look at the Table can bring out clearly
that the policy which is followed Iin collecting the due
Sount s of capital or interest in not very wch
effective,and had to be revised and enriched with new
methods of collecting guantitatively as well as
gqualitatively. There 1s no clear justification Lo what was
the reason for the reduction in the percentage between the
capital due and capital collected amcounts in 1974, and the
decline in this percentage in 1975 incomparision with 1573,
Generally speaking there was clear Dbreakthrough in the
collected amounts (capité& and interest) during the Three.

Year Development Plan.

Table 4.15 : Over Dues and Repaymnets to A.C.C. During The
- Three Year Development Plan 1973-1975
(In Thousands of JDs)

Over Dues Repavments - Percentage
Year ——-— e
Capital Interest Capital Interest Capital Interest
1 2. 3. 4, 5. 6., -~—. 7.
1973 1770.9 456.7 871.4 221.0 49,2 48.4
1974 2031.1 §557.6 672.3 310.9 33.1 55.7
1975 2090.2 681.9 932.6 412.1 44 .6 60.4
Source : Agricultural Credit Corporation—Annual Reports

Various Issues.
This puts a guestion mark on the ability of the
A.C.C. to meet the urgent and continuous demand of -the

Jordanian farmers 1f this would have continued. Funds should
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be availlable in the hands of the Corporation and the farmers

should always find an access to these funds.
FIRST FIVE YEAR DEVELOPMENT PLAN 1976-1980

The First Five—Year Development Plan (1976-1980)
projected that the income from Agriculture well increase by
40 percent related to 1975, or at an average rate of 7
percent over_the Plan period.

To achieve this target, the productivity sﬁould
increase vesulting from the development of agricultural
methods and practices in rainfed and irrigated areas.

By examining the achievements of the Plan in the
field of agricultural production, we can conclude that
agnng%tural income in current prices increased from JD 37.3
million in 1976 to JD 60 million in 1980 or at an annual’
rate of 18.2 percent. In real terms theA annual rate of
increase was 3.7 percent as against a target rate of 7
percent. ‘

Tables 4.16, 4.17 and 4.18 indicate that -the
overall improvement iﬁ the agricultural production in 1976
was mainly caused by the increase in the total field crops
by 35.9 percent of which wheat contributed 33.2 percent
followed Dby Dbarley with 11.8 percent, other field crops
increased by 84.8 —;;;;cent. Olives have achieved a
remarkable growth vrate of 378.7 percent, which made the
growth of total fruits ‘to decrease only Dby 9 percent.
Tomatoes, alsc it is one of the most Important veyitable

item for Jordan, has suffered a decline of 39.5 percent. The
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astonishing figures for 1977 which indicate a general
decline in the agricultural production, have shown a growth
of 62.7 ‘ée;bent in the production of grapes and 121.2
percent in citrus production. Tobacco which has decreased by
81.8 percent ih 1976, has achieved a 100 percent growth rate
in 1977. Tomatoes production has improved over the previous
vear, but it has a negative growth of 2.5 percent.

Figures for the vear 1978 show clearly a major

<
L/~\

improvement in the agricultural production. Total vegetables
have idncresed Dby 100.6 percent over the previous vyear.
Tomatoes production have made a great leep and incresed by
143.6 percent from a negative level in 1977. Same case with
olives production which registered a growth of 345.7 percent
against a negative growth of 63.2 percent in the previous
vear. Prcduction of citrus have decresad by 9.9 percent bu§
production of other fruits haye increased by 332.1 percent,
this have made the growth ot total fruit production to
achieved a rate of 345.7. percent.

Now we will compars and discuss the last two vear
of the Plan, ndmelé 1979 and 1980. By looking at the figures
Qf these two vears we can conclude that 1980 was a vear of
bumper crop and have achieved & high growth rate over the

previous vear. total field crops have grown up @g 530.8
percent as a result of the growth in the production of
wheat, barley ond tobacco by 709.7 percent, 922.9 percent

and 650 percent respectively.
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Table 4.16 : Agricultural Production First Five Year Plan 1976 - 1980
(In Thousands of Tons)
Item Year
1976 1977 1978 1979 1556—_
Total field crops 1007 93.8 92.8 32.4 204 .4
Wheat 66.6 62.5 53.3 16.5 133.6
Barley 13.2 12.0  15.6 48  49.1
. Tobacco 0.2 0.4 0.4 0.4 3.0
Others 20.7 18.9 23.5 10.7 18.7
Total Vegetables 201.8 204.4 410.0 353.3 375.7
Tomatoes 87.9 85.7 208-.8 171.8 162.9
Others 113.9 118.7 201.2 181.5 212.8
Total fruits 83.4 103.6 177.1 89.7 161.4
Olives 22.5 8.3 37.0 6.8 44.5 .
Grapes T 13.7 22.3  30.7  23.0  18.2
Citrus 16.5 36.5 32.9 29.9 48.5
Melons 23.1 28.1 40.3 15.5 40.3
Others 7.6 8.4 36.é 14.5 9.9
Source : C.B.J. BAnnual Reports — Various Issues

e . For the year 1976 to 1979 C.B.J. Annual
For the vear 1980, C.B.J. Annual Report

Report 1979 P.8 Table 3
1981 P.9 Table 3
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Table 4.17 : Growth Rate of Principal Agricultural Products
First Five Year Plan 1976 -~ 1980.

(Percentage)
Item . Year
1976 1977 1978 1979 1980

Tog;l\field crops 35.9 (-6.9) (-1.1) (~-65.0) 530.8

Wheat 33.2 (-6.2) (-14.8) (-69.0) 709.7
Barley 11.8 (-9.1) 30.0 (-69.3) 922.9
Tobacco | (-81.8) 100.0 1.0 1.0 650.0
Others 84.8 (-8.7) 24.3 (54.5) 74.7

Total Vegetables (-23.0) 1.2 100.6 (-14.0) 6.3

Tomatoes (=39.5) (~2.5) 143.6 (-17.7) (~5.2)
Others 2.8 4.2 69.5 (-9.8) 17.2
Total fruits (-9.0)  24.2  70.9  (-49.4) 79.9
Olives 378.7 (-63.2) 345.7 (~81.7) 554.4 '
Grapes 2347 62.7  37.6 (-25.0) (-21.0)
Citrus . 28.9 121.2  (-9.9) (=9.2)  62.2
Melons (-54.0) 21.6  43.4 (=61.6) 160.0
Others (-40.7) 10.5  332.1 (60.0) (-31.8)

Source : Calculated from Table 4.16

Note : Figures in Parantheses Indicate Minus

> 1
\v
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Table 4.19 shoWws a pousitive shift towards better
allocation of plan investments as regard to agriculture. One
can  predict that the planners in Jordan with the dinception
of the First Five-Year Development Plan (1976-1980) have

realized at the vproper time and learned from past

experiences that more attention should be given to this

R

sector, and more allpcation of funds should be directed to
it.

Year wise analysis of the table clearly brings out
the rising trend 1n share of agriculture in the total
investments of the Plan (i.e.) from 3.9 percent in 1976 to
6.6 percent in 1980 and there was a good rise in the amounts
allzggted to agriculture from JD 5929 thousand in 1976 to
JD 8245 thousand in 1980.

Table 4.19 : Share of Agriculture in The Total Investments
of The First Five — Year Development Plan

1976 - 1980
{In Thousands of J.Ds.)

Year Agricul- Economic Social Total Share of Agricul-— |

ture Sector Sector ture in The Total

Investments of
The Plan

1 2 3 4 5 6=(2/5)100

1976 5929 111573 32964 150466 3.9

1977 8355 133837 38766 180858 4.6

1978 8320 116414 40592 166326 5.6

1979 8162 96672 37774 142608 5.7

1980 8245 Blg46 344K1 124642 6.6

Source : Ministry of Planning — Five Year Plan 1976-80

P. 99
Note : Col. 5=Cols. 2+3+4

The over all dmprovement 1in the share of

agriculture in the plan investment in vreflected also in



(Table 4.20) which shows the positive performance of
agricultural sector during the same period except for the

la

w

t two vyears of the Plan. The improvement ain the
performance  indicates that the actual conditions for the
growth of  agriculturdal sector and the assumptions of the

Plan were realistic and upto the expectations of the

planners.

There dad - exist a healthy situation where the
planned and actual flgures recorded progresive performance
for the first three vears of the Plan. —

Table 4.20 : Performance of The Agricultural Sector During
The. First Five-Year Development Plan

1976~-1980 (at 1975 prices)
) (In Million of JDs)

1976 1977 1978 1979 1980
Planned Income 32 34 36 39 472
Actual Income 32.7 34.72 39.7 35.1 37.4

3

Source ~Department of Statistics, Year Book 1987 P.114
and Other Annual Reports - Various Issues.

Table 4.21 clearly indicates the rising trend in
the net agricultural income (Value added) during the .Plan
period 1976-1980. Value added in an ilmportant measure to
judge the effeciency of any sector. It indicates the net

vaggg generated by the sector during a specified period.

Value added 1is a concept whiaich profit forms an
integrated part of it, therefors, value added iz a term
which 1s broader than profit.

We can  see fraom the Table - underustudy that  Lhe
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generation of the value added ranged from JD 37.27 million

Cv'\\

an 1976 to JD 69.38 million in 1980, with congtant rising
during the wplan year s excopl for 1979 which recorded «
decreasing trend as indicated by a negative growth rate of -
25.8 percent. Same trend Prevailed in the total value of
Production.

The result 1s that the genration of wvalue added
ranged from 11.9 percent in 1976 to 59.2 percent in 1980. It

increased in 1977 and 1978 bul showed o decreasing lrend in

—

Table 4.21 : -Outstanding Agricultural Income and Expenditure
at  Current Prices First Five Year Plan
1976 ~ 1980
{(In Millions of JDs)

Year Total Value Total Value Net Agricu— Growth Rate of

of Produc— of Expend- ltural Inc- Net Agricul-~
tion iture ome (Value tural Iticome
Added)
1 2 3 4= (2-3) 5
1976 52.77 \ 15.50 37.27 -
1977 57.96 16.26 41.70 11.96
1978 80.09 21.40 58.69 40.7
1979 72.56 28.99 43.57 (25.8)

1980 106.59 37.21 69.38 59.2

Source : SBources of Table 3.20

Note : Figures in Brackets Indicate Minus

It is obvious that the C.B.J. does not deal
directly %;gg'individual farmers but, it provides finance
to them through Agricultural Credit Corporation in the form
of advances and vrediscount of Dbills and Dbonds., which

indirectly help to improve the financial position of the

Corporation as well as the farmers. From the Table 4.22 we

-
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can see clearly that the C.B.J. has extended a good amount
of advences to A.C.C. out of 1its total advances Lo
spetialized credit institutions. The ratio has gone up Lrom
9.7 percent in 1976 to 10.11 percent in 1979 after which it
has declined to 6.4 percent. The growth of such advances
have Jumped from 16.3 érecent in 1976 to 49.1 percent and
35.9 percent in 1977 and 1978 regspectively. The negative
growth rates whcih were exprienced during the last Ltwo vears
of the Plan can be explained by looking at Table 4.26 which
clearly-shows that the A.C.C. has improved its capabilities
of colecting 7its past dues, whichh have resulted in
accumlation of Thuge amounts which prevented It from
approaching the C.B.J. for advances as the Corporation has
met the needs of the farmers from its internal sources.
Table 4.22 : Ratio of C.B.J Advances For Specialised Credit
Institutions to Outstanding Advances to
Agricultural Credit Corporation First Five-

Year Developement Plan 1976-1980.
{In Thousand of JDs)

Year c.B.J. C.B.J. Rapio Growth Rate

Advances Advances of C.B.J.
to 8.C.1s. to A.C.C. to A.C.C.
1 2 3 4=3/2*100 5
1976 9152 885, 2 9.7 16.3
1977 13643 1319.6 9.7 49 .1
1978 17990 1794.5 10.0 35.9.
1979 16428 1712.2 10.4 (4.6)

1980 21424 1370.3 6.4 (20.0)

Source : Col.2 : C.B.J. Yearly Series (1983) Table &
Col.3 : A.C.C. Annual Reports - Various Issues

Note : Figures In Brackets Indicate Minus

A general look at the Table 4.23 revails that the
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share of credit to agriculture in total commerical banks
credit has raisen from 2.5 percent in 1976 to 3.8 percent 1in
1978 and down to 3.0 percent in 1980. But the growth of
cwxedit to agriculture has declined as evident from column
No.3 of the table which is an indication that the commercial
banks were catering to other sectors mainly Industrial,
trade and commerce leaving a large and wvital area of
agricultural economy uncovered and shows that Commercial
Bank were and unwilling to enter this venturescome field of
activity. By the decline in the growth of commerical hanks
credit one can see this effect on the credit to agriculture.

Commercial banks could have entered in the field

of agricultural finance without hizitaticon, by locking at

e

the share of this sector in the total investments of the
Plan which has . increased from 3.9 percent in 1976 to 6.6
percent in 1980.

AGRICULTURAL CREDIT CORPORATION AND ITS LENDING POLICY

DURING FIRST FIVE-YEAR DEVELOPMENT PLAN
1976-1980 )

From Tables 4.24 and 4.25 we can see that the
Corporation héé approved 1029 agricultural projects which
were extended to 1412 borrowers amounted JD 2799.2 thousand
in 1976. -Distribution of these loans according to their
purposes and the average loan amount was JD 1977 to each
borrower in 1976 against JD 1500 during 1975. This increass
was due to the continous escallation of the project costs
specially -in regard to major increase in the prices of tLhe

agricultural equipmenst and machinery during 1976, on cone
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hand, and because the A.C.C. has financed some of the vital
and large scale projects in the poultry sector an the other.
It dis noticable that while there was an increase 1in the
taotal lecan amounts, there was a reduction in the number of
agaricultural projects from 1633 at the end of 1975 down to
1029 in 1976.

—~ The average loan amount increased by almost 30
percent. Loans for the purposes of capital formation 1in
agricultural productive projects, except for rural
construction, maintained a high level during 1976 with total
of JD 1995 thousand. As a ' result, demand for rehabilitation
and rainfed land loans remained at low level due to the
&r@ught vears meanwhile there was an increase in the
development of livestock and poultry loans and agricultural
machinery which vreflects the contribution of the private
sector’'s investment in agriculture which is considered to be
relatively of high economic rewards.

Loans for vrural construction came down by 45
percent, this was a result of the new policy adopted by the
A.C.C which does not permit the construction of rural
constructions except if there is a necessity for it ‘and
will add to the improvement of the produce.

——

It is worth to note that loans for the development
of livestock . and poultry continued to enjoy the first
positiocn with 34.6 percent which reflects the increasing

demarid on this industry and to continuous encouragement from

i

the government as woell as Tfrom the A.C.C. which is  in

accordance with the First Five-Year Plan target Ef‘attainlng



3[ge] ayj3 Ut papniour
aue yorym syoaloud saoge ayz Ul pajnqragsIp sem UCTIFONIISUCD (BN (2
30afoad Bursnoy ashordenms ayj se3ed1put gugl 40 g "oN uwnjod ut sunBry (1
. TSNUTY 9FEDTIPUT StSAYJUELRY Ut a.mbigy
sjJoday [enuuy - uotjeuodduoc] jrpaun teanginotaby @ ssomog

0°082 0°¥8s G 1€1E 0°¥r1 801 ove o861
¥°€6 D-269 0 ¥iri 1°101 9921 osrl 6261
€°981 0°s6ll 8" ¥EDI E-9ET 8201 502 8261
9-612 07866 0°90¥ 9-201 9911 S8 2261
9°259 0°9% 062 9°68¥ zivl 6201 9261
"2 °g g ¥ "€ 2 "1
_ hyinog
Rasutyoey } MPORS AL syoaloug  pue) pajurey jo
[eJn3notaby 30 Juswdoiaaag uworjebraag uotje}I]Iqeydy sueo
S amo.LI0g 3o "oN
sueo Jo Junowy pue sasodang 390 "ON 12391 1ejol 3
(SQf #° spuesnoy] ul)
£80 0861 - 9261 Ueld Jeas 8AT4 3saty Burang
SJ9M0LI0g JO SJaquny pue pajue.g sueo] uotjeaoduo] Jrpau] [Jemiinordaby o p2ty a1gel



“sanss] sontaepn - jJoday Enuuy - uotjedoduao]) jipau) euanjinoruaby @ sounog

001 0-5s8¥ T°¥1 07049 270 0°9E 678 0-06c <l 0 ¥B4 ¥'¥3  O7IEIE 6°¢ 0" #¥1 0861
001 0°99%E L7¢E v edil <0 58 37 ¥ E6 1°02 0~ 269 AR A VA 4 4 3 g 17101 661
001 £°¥ICE ¥l B8°28S £7E S 611 2°5 E"981 0°LE 0°sell  0°2e 87FEDL [ 4 £9€1 Bib1
001 0°/49€2 4791  07°BBE 9701 £7¢sC <6 9°61¢ [ 4 0886 1721 0°30v S 3 ¢o1 2261
001 [a ¥4 6°E1l ETSBE L7¥1 14 4 S'EC 9°459 - 4 07996 1701 ¥ eac £°E E'68 9261
S1 ¥ ET <1 i1 o1 6 B8 Z 9 S ¥ £ "z 1
fiugned
abeq sgoefoad (eung ) pue >oojgs spue]
usouay -(rmetabe jo A suUROT 7 uo13onsjuo] 4 fusuryoey A anl1] 40 %  syoaloay # pag-utey 4o
{e30] sSjunowy (2301 jeuosess ey jeuangnotaby Juawdotanag uotgebrai] UOTIRG T Igeysy ey

(SQf 30 PpUBRSHOY] UT JUNOWY)
0861 - 9261 ueld jusudolaraq Jea)l — 3AT4 Fsa14 ayj butang pajue.q sueom] [e30)] ayj ur sbejquacasyg at1ayjy pue
sg3oalouy (eunginataby o3 Buipuoosoy sueom yeunjrnotaby jo uotyngrugstg ‘uctjeaoduao] jrpaan (eaniinoiaby : gty ajge)

82 .

27



283

7000;
6500
60001
5500
5000
45007
40004
35001
3000 4 S
2500
2000
1500
10004
5004

1976 1977 1978 1979 1980

A.C.C. |
LOANS MOVEMENTS
(AMOUNTS IN THOUSANDS OF JDs.)



4250

40004

- 3750

3500¢

3250
3000
2750
2500
2250
2000

1750}

1500
1250
1000
750
500
250

™o
ey
< .

1976 1977 1978 1979 1980

A.C.C.

LOAN MOVEMENT OF

—— MEDIUM TERM LOANS
———-—SEASONAL LOANS

AMOUNTS IN THOUSANDS OF JD:



291

-

a éelf suffeciency iﬁ-eggs and éoultry.

In 1977, inspite of thé reduction-in‘the number of
loans, there was aliTincrease in the average loan amount by
47 percent.'Valge of loans extended to agricultural projects
reached JD éiiéla thousand and thap ofA rural construction
was JD  2352.7 thousand thch indicates a reduction of 13
percent” in comparision with the previous vyear. Seasona}
loans increased by 0.7 percent over the previous -year,iural
construction was cut down by- 43 percent.  Loans for
rehabilitation qf‘rainfed land,- have risen by 15 percent at
ehe end of 1977 over the peviéué vear. Most of these loans
were graﬁted for the purpose of terraces and.'supporting
walls and for vineyard and fruits treés plant projects.  The
reason behind the high increase in the loéns.afor ifrigatioﬁ
_projects was Dbecause major par@sviqf theée loans were
concentrated on water.wells and utilization of irrigated
land farming in addition to thé construction of drip farming
projects in Jordan valley. Agricultufal maéhinery loans have
notiéeably decreased Dby aboul 66 pércent as well as its
sﬁgre in total loans granted was only 9.2 percent. IF is
worth noting that the volume of loans has come back to its
nqg@§1 level an extra ordinary vrise in its level in 1976
caused»by financing the instaliation of modern olive presses
and . the modernization 5f tomato paste factory. Above a;l
comes the loans for paultryAlayers projects which have
incremsed‘by 42.1 percent. .

Last comes tﬁe loans for rehabilitation of rainfed

land. projects, not becasue of the reducing importance of
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such projects but because Lhe ministry of agriculture has

given the adequate assistance for such projects through the
comprehensive development of rainfed agricultural projecls.
“rn-1978, rural construction and staff héusing
loans reached to JD 119.5 thousand at the end of the vyear
against JD 252.7 thousand in 1977, a reduﬁtion of 52
pefcent. The reason for this sharp fall was that these loans
will bé granted from The Hqusimg Bank in each arae iﬁ
.accordance . with  the new arraﬁgements‘set up by the Higher
Codﬁei{.‘for Credit. Other purposes ﬁave recorded a good
growth over the previous vear as indicated by the table,
Loaps fdr the developument of poultry and egg continued to
enjoy the highest rank for the fourth consecutive yéar.
The'avérage value ofAtﬁe loan for 1979, reachea t@'“
JD 6 thousand for medium terwn loans and JD 1.5 thousand for
seasonal loans. 32.4 percent of the total loans went for the
seasonal loans, ﬁecuse the Corporatiop has started for_the
first. time granting loans torbuy necessary feeds for the
cattles‘ and ‘to assest inover coming*fhe drough conditions

” Ty

which hit the country. Major Part of the medium term loans

w

‘granted, wenb__to~irrigation projectsviﬁvestments, ﬁhrough
irrigated land farming ~and‘ sprinklers projects or the
Eonstruction of the cement canals and drip drrigetion. The
total wvalue of these loans amognted JdD 1444.0 thousand or
61.6 percent and that of medju@ term loans reache&\zb 41.6

percent. . .
: .The reason for this increases 1s that, Jordan

" Valley Authority has started distributing the agricultural



.
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units  in Southern region of the Valley and the desire for
the acquring of‘new agricultural technology.

The reduction 1in  the loans for development of
livestock and poultry projects is Lthat the Corporation has
stopped giving these typez of loans in  accordance with
decision taken by a Special Ministerial Commitlee Lo stop
these loan untill ChHersolution of the marketing problem 1s

veached.,  IL 1s Lo sention herve thal Lhe reduction 1o tobal

value of 1oaﬁs granted for the development of rainfed lands
arnd rural construction iy because the Ministry ol
Agriculture has started gaving direct financial support to
the supporting walls projects and the installabion of Bar

bed wire fences and the digging of 69 cistern and

o

construction of .30 farm houses.
. .

The final vyear of the plan under review shows é
growlh rate of 40.1 percent over the previous year., Loans
for irrigation projects got 64.4 percent of the total loan
amounts at the end of 1980, which represent a growth rate of
116 .8 .percent. Other projects maintained more or less a
constant share level. The major and most noticeable decliné
was recorded in the seasconal loans. Loans for irrigation
projects weve ultilized in financing the irrigated land
farming projects, such as wells, wutilization of surface
waters through the introduction of modern irrigation

farming, such as drip ilrrigation, sprinklers and green
)

Table 4.26 brings out clearly that the A.C.C. luas

hogsgs.

pub more efforts to improve the collections of 1ls due

»
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ammounts as indicated by the table.‘_Thg ratio Dbetween the

¢
/

capital and interest dues aqd callected stood at §7.3 and
70.0 percent respectively, This,perceﬁtage incresed to 067.3
and 82.6 at the end of 1978, A noticiable decline has Dbeeun
recorded in 1979 which is attributable to the moratoriun
~ declared on some loans. The year 1980 has brought abéut a
slight imprbvement -in  the collections as' the percentage
increased t5 58.8 percent for the capital amounts and 76,2
pgfcentvfor the interest amounts due.

Over the Plan period-the efforts made to 'imprava
thevcollectipﬁs'wére not upto the expections, inspite of the
year wise achevements. Ratio between repayments and due
amounts. was 37.3 percent in 1976 and reached only to 58.8
percent in 1980, same thing can be said about tngxratié of
interest repayments and dues which recorded 70 percent iﬁ
1976 and reached to 76.2 percent at the end of 1986.

Table 4.26: Amount Over Dues and Repayments - First Five
Year Development Plan 1976-~1980
' - (In Thouands of JDs)

- Year Over Dues Repayments Percentage

Capital-Interest Capital-Interest Capital-Interest

1976 2893.1 5%4.

9 1657.6 416.7 57.3 . 70.0
1977 2876.0 685.2 1755.5  511.6 61.0 74.7
1978 331677 —677.1 2235.1 559.4 < 67.3 82.6
1979 3698.7 - 751.6 2139.4 567.6 57.8 75.5
1980 4798.3 853.6 2822.5 650.9 58.8 76.2

Source : A.C.C. Annual Reports - Vayious Issues

Regional distribution of loans, as indicated by
Table 4.27, Dby different branches of the A.C.C. through out

the country, during the First Five-Year Plan 1976-1980 shows

o
T T
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clearly that the Corporation has cattered to the financial
needs of the Farmers in their respective areas by extending
the required loans for different purposes (i.e.) medium and

seasonal. Since the medium term loans are given for the

PUrposes

Q{mimpr6ving the ranifed laﬁds, irrigated lands,
poultfy» and livestock projects, agricultural machinery and
"rural construction, we see that the Corporation has giveﬁ
each area its essential financiqi requirements for the
purposes mentioned ~up,i Survaying the medium terms sloaﬁé
given in the Table. We find that Salt Governarate has goé
thg\\major share‘of @his type of loans through out the plan
startéd with 28.7 percent in 1976\and Kept on increasing to
36:8 percent in 1980. Foilowed 5y Amman other figures can be
seen froﬁ the table for other Governarates. The fable
reveals that salt Governerate has also enioyed the highest
share of the seasonaluloans among other GoVérnerates. It
began. with 29.3 percent in 1976 and‘ended at 60.3"§ercent
'oui of total seasonal loans granted in 1980. L
General look at the Table 4.27 shﬁwé the role plaved by
the A.C.C., 1in the regional development of‘Jordan with regard to
Agriculture and its readness to assesﬁvih the implementatiéd~ of
the Plan targets without making any vregional disparitfés in
regard to Eég-lending policy on one hand, and to .improve and
.augment the ‘agriculturaJ_Production on the othef to attaiﬁ the

self suffeciency in food production.
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~ THE SECORD FIVE-YEAR DEVELOPMENT PLAN 1981-1985

The Second-Five-Year Plan aimea at increasing the
G.D.P. at ;980 prices by avefage anﬁual rate of 11 percent.
Income from'a@fiéultura] sector was planned to increoase ﬁ?
“4336 percent or at an average of 7L5;percent annually. Ey
the end of the plan the growth rate.&f G.D.P. was below the
pianned target and reached only 31.2 percent or at averaée
"annuél rate of 2.7 percent. The growth of agricultural
sactof exceeded the target . rates,. contribution of
éériculture,to GﬁP reaéhed 8.3 percent in 1985.
In the vyear 1981 agricultural production of
certain crops declined compared with the previous year.
Tables 4.28, 4.29, 4.30 show the decline in field

crops which reached to 58 percent due to decrese in whedt

and barley harvests by 62.2 percent and 60.9 percent

—

——

respectively. Total vegetable production decreased by i3.5
_percent. Total fruit production declined by 5.4 béfcent
mainly .due to réduction'in olives production. - Fruits like
Grapes, Citrus -and Melons recorded a positive increase.
Total production of ffuits have registered anegative growﬁh
of 5.4 percent. Figures for other items also available from
the Tables 4.28, 4.29.

There Thave been a common factors for the seasonal
decline in agricultural production, chiefly the shortage and
bad distribu;ion'bf rain over the kingdom ana‘the*delgy Cin
the implementgtion of some agricultural projects.

The vyear 1982 witnessed a slight dimprovement in

:
H



ﬁhe agricultural pfoductian. The increase in the tot%llfield
crops was only 1.9 percent over thé previous yéaf and mainly
gﬁé‘\go the increse in wheat and barley harvests  which
iﬁcre;sed by 3.3 percent and 2.6 percent respectively.

The most- remarhable achievement was in the
production of»oljves which amounted 40.4‘tﬁousund tonnes in
1982 or a growth rate of 113.7 percent. Production of 6ther~
items experienced a negati?e growth rates as iﬁdicated by
. the table.

For the vyear 1983, the quanfitieé of Qarious
agricultﬁrai crops registered remarkeable idcreage ov;r
’1983. This waé mainlzﬁgue to good harvest and to caltivating
more--area for field cropé, Total field production grew iy
103.6 percenf‘ and is attributed to the grow@h of wheat
bériey énd"Tobacco which have registered é'growth rate ;f
149.9  percent and 43.1 percent and 70.5 percent
respectively. The decline in the production of ﬁqtal fruits
was mainly due to the negative growth rates of olives by 45
percent, grapéés by 3.8 percent and citrus by 27 percent.

The ggriculturél séctor achieved slight progress
in absoluté terms in 1984, but suffered a decline in terms
of growth rates as indicated by the table,” this was a result
of drought and late rainfall season, The hardest hit were
field crops, the production of wheat, barley and tobacéo
which fell by 62 percent, 57.8 percent and 56.9 percent
respectiCéf}. Production of vegetables also suffered 'a set
back, producti&n of Olives shot up by 125.2 percgnt due to

biennial factors., other fruits grew at a rate of 80.2
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Table 4.28 : Agriculture Production Second Five-Year Plan
1981 — 1985 ~ ‘
(In Thousand of JDs)
;tem ) - Year
1981 1982 1983 1984 1985
Total field Crops 85.9 87.6. 179.1 69.3 93.3
Wheat - 50.6 52.3 130.7 49.7 62.8
Barley - 19.2  19.7 28.2 11.9 19.7
Tobacco - 3.4 3.4 5.8 2.5 2.8
Others 12.7 12.2 14.4 5.2 8.0
Total Qegetables 325.0 315.4 328.4 331.1 398.8
Tomatoes 204.5 195.3 212.3 208.7 251.1
Others 120.5 120.1 116.1 122.4 147.7
total Fruits 152.3 189.6 154.7 145.9 159.9 °
Olives 18.9 40.4 22.2 50.0 19.7
‘Grapes” - 25.8 26.8 25.8 8.6 11.0
Citrus 52.3 68.7 50.2 48.3 81.3
Melons 46.9 45.9 48.4 24.4 . 38.9
~ Others 8.4 7.8 8.1 .14.6 11.0
Source : C.B.J. Annual Reports Various Issues

For the Years 1981 to 1983 C.B.J. Annual Report 1985
P. 91 Table (3) C

For the Years 1984 and 1985 C.B.J. Annual Reports 1986
P. 93 Table (3).



—

301

- -

Table 4.29 : Growth Rates of Agricultural Préduction Second Five
. Five — Year Development Plan 1981 -~ 1985

{Percentage)
Ttem - - o ' Year
| 1981 1982 1983 1984 1985
Total field Crops  (58.0) 1.9 . 103.6 (61.3)  34.6
Wheat - (62.2) 3.3 149.9  (62.0)  26.3
Barley ‘ (60.9) 2.6  43.1  (57.8)  65.5
Tobacco 133 1.0 .70.5  (56.9)  12.0
Others .- (32.1)  (4.0) 17.2  (63.7)  53.8
Totalﬁvegetables‘W' (13.5) (3.0) ‘4.1 0.8 20.4
" Tomatoes 25.5 - (4.5) 8.7 (1.7) 20.3
Others . (43.4)  (0.4) (3.4 5.4  20.6
total Fruits (5.4)  24.5  (18.4) 5.7) 9.5
 Olives - (57.5)  113.7  (45.0) 125:;».(60;§)
Grapes , . 41.7 - 3.8 (3.8) (66.7) 27.§
 Citrus 9.8 31:3  (27.0) (3.8)  68.3
Melons x ‘ 16.3 (2.2) . 5.4 (49.6) 1.2
Others = (15.2)  (7.2) - 3.8 80.2  (24.7)
‘ Source C.B.J; |
Note - : Figures in Paranthesis Indicate Minus

For the_Years 1984 and 1985 C.B.J. Annual Reports 1986
P. 93 Table (3).
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percent, _ while grapes citrus and Melons registered a
negative growth rates as shown by the table.

The year 1985 indicates. a good agricultural
production compared with the previous year. Mainly due Lo
good harvest and to an increse in average and in the
productivity of land brought about by modern cultivation
thphniques.

The encouraging start which has been shown by the
positive performance of the first three vyears of ths
previous plan, has also prevailed through out the years of
the Second Five-Year plant (except 1984) 1looking at the
share of agriculture in the total investment of the second
plan as indicated by the Table 4.31 we see that this sector
has been allocted JD 234.5 million out of the total plan
investments of JD 3300 'million which represents 7.11
percent, compairing this with the previous plan where this
sector got arroundmjﬁw40 million or 5.2 percent of the total
investmenls. This shift in favour of the agricultural sector
is reflected in its performance in the first three vears of
the Plan under study which proves thdt the planned, and
actual figures are positively progreésing and the actual
income is matching with the Plan targets. In 1981 the actual
to planned ‘income recorded 6.1 percent and in 1983 this
percentage Jjumped to 15.6 percent, Dbut suffered a set back
of a negalive 1rate of 5.1 percent in 1984, again 1t

performed positively and recorded almost 1 percent in 1985.
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Table 4.31 : Performance of The Agricultural Seclor Duaring
Second Fave Year Development Plan (1981
.1985) {in 1980 prices)
' {In Milliens of JDs)

Planned Incoe Actual Inconme

1981 1982 1983 1984 19853 1981 1982 1983 1984 1985

€5 69 75 80 112 69 72.4 86.7 75.9 113.1

s i s e —— o o S s ot i S S ke P oM i S S O Yo T s o W i, e AR, S S, S e A S i A 4500, A A o e S s = o St

Source : C.B.J. Annual Reports - Variocus Issues

“1)y-Department of Statistics (for actual Income)

2) Five — Year Plan 1986-1990 (for planned Income)

Table 4.32 reveals Lhe rising trend in absgolute
terms in the C.B.J. advances to speclalized credit
ingtitutions. From JD 33161.0 thousand in 1981 to JD
LQ£552.0 thousnad in 1985. By discussing the C.B.J. advances
to ﬁ.C.C., we conclude the declining trend in such advances
from 7.1 percent in 1981 down to 2.6 percent in 19844, which
have negative affect on the growth of C.B.J. advances to
A.C.C. from 16.4 percent in 1981 to a negabtive growth rate
of 25 percvent. But in 1985 the ratio of the C.B.J. advances
to S8.C.Is to advances for A.C.C. have increased to ‘3.4
percent. The vyear 1985 has witnessed a remarkable growth
rate of advances from C.B.J to A.C.C. which,stood at 48.4
percent, which 1in our opinion is a recognition from the
C.B.J. to the vitd@l role that the A.C.C. is plavying in, and
contributing to the econcmic development of Jordan, on one
hand., and {5 implement the targets of ;he Plan and to-
complete the agricultural projects under taken by the

A.C.C., on the other.
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Table 4.32 : Ratio of The C.B.J Advances For Specialised
Credit Institutions to Outstanding Advances to
Agricultural Credit Corporation Second TFive-
Year Developement Plan 1981-1985
{In Thousand of JIDs)

T
¥
-
-

Year C.B.J. C.B.J. Ratio Growth Rate

Advances Advances of C.B.J.

to 5.C.1Is. to A.C.C. to A.C.C.
1 2 3 4=3/2*%100 5

S et i S e et S 2 i e e e S e S e S S

1981 33191 2347 .9 7.1 -
1982 58312 2734.9 4.7 16.4
1983 91603 3132.1 3.4 14.5
1984 88483 2351.8 2.6 (25.0)
1985 101552 3491.6 - 3.4 48 .4

Source : Col.2 : C.B.J. Monthly Bulletin Nov. 1988 P.15
Col.3 : A.C.C. Annual Reporls — Various Issues

Note : Figures In Brackets Indicate Minus

From our earlier discussion in this chaplter, we

strongly confirm that farming like any other industry, needs
-moneYy at the regquired time in order to maximise production.

Furthermore, the. financial needs of the farmers have
increased to such an extent where cannot be suitably met by
& govermmeut or co-operatdve without deep involvement and
assistants of commercial bunks. It's therefore, the duty of
the commerical banks to widen their scope of activites by
way of extending the needed financial assistance to the
agricultural sector.

Unlike the previous Plan period, where the share
of the agricultural sector in the total commercial banks
credat dincreased from 2.5 percent in 1976 to 3.0 percent in
1980, the share of this sector during the Second Plan period
in the total commercial banks credit has Dbeen adverserly

effected as indicated by the Table 4.33. It's share has come
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down from 2.7 p@rcént in 1981 to 2.0 percent in 1985 and
also  the growth of total <commercial ‘bank crédit to
agriculture has recorded noticiable decline from a rate of
12.6 percent-in 1981 down to 2.5 percent in. 1985. Growth
rate of commerical banks creditihas‘éradually'decline from
27l9 precent in 1981 to 7.5 percent in 1985..
j AGRICULTURAL CREDIT CORPORATION AND ITS
. LENDING POLICY DURING THE SECOND
FIVE-= YEAR DEVELOPMENT
PLAN 1981*1985
In "1981, -the Celporatlun has granted 889 ‘loans
CWILh total value of gD 6793 8 thousand or 39.9 percent over
the preyloub year._~1rrlgat10n proJects got 41.9 percent of
thé fotal loan amounts. The? were utiliged for theméuréhase
'of ,moderﬁ4irrigatioﬁ systems such as drié irrigations and
'spriﬁklers and y green houses. Loans _for réhabiiitation
préjects _have yeached jD,1398.3 thousand or 20.6 percent of
-the total loans amounts at the end of 1981
B Tables4 34 and 4.35 lndlcate that the devel@pmen&
of 11vestock and poultry have got 16.6 pcrcent of the total
10an,amognts. In this respect the Corporataon ‘has put " more
éffor;s to improve ths-sactor in order to increase the
production o%ﬂmeet according to the targets of the Sgcond
Fivé~Year Developmgnthian, whiéh‘woulg be continued on the
light of the incouraging results which have been achieved so
far, For the year 1982 there was a decline of about. 7.4
percent -in thBAtoﬁal‘loan amounts an& 2.2 pércent in the

number of borrowers. But there was an increase in the number
o s :
. T -



of loans by 5.4 percent, resulted in the decrease $f the
average loan amount by 12.2 percent,

The data provided by the Tables gives us a clear
picture about the distribution of the loans. Irrigation
prajects got the major share of 50.5 percent of the total
loan %mountg granted. Most of these loans were utilized for
the introduction  of modern agricultural means and othev
related installations.

In the case of rainfed lands loans, these loans
were used to finance the utilization of water projects 1in
the north and middle eastern regions of thé Kingdom.

To shift the agriculture from the tranditional
stage to a more advanced one, the Corporation has granted
locans for the purchase of agriculturs machinery which
totaled JD 252.6 thoﬁggﬁd. Once again, there was a negative -
growth of thewﬁotal loan amounts granted at the end of 1983
which reached to 11.0 percent.

The 1loans granted for the rehabilatation and
development of rainfed lands were reached to JD 566.6
thousand or 10.1 percent of the total loan amounts. The
demand for these loans remained very limited pecause the
ministry of agriculture has taken the vresponsibility of
developing the high "lands 1in collaboration with the
International Food Programme, through extending the required
financial and technical facilities to all the participant
farmers in the programme. Rest of the figures also available
for 1983. During 1983, which is also the final year of thé

second five. vear Development Plan, the corporation has
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aproved 1910 loans with total value of JD 7930.0 . thousand.
By comparing- these figures with those of the preyious—?&ar,
we conclude that these loans, have increased by AB percent
and 35.5 percent .in number of borrowers.

» We can concluderﬁith,eonfidencg that there waé &
Qene:al rise in the émounts of loans classified by purpose
during 1985. All the projects have enjoved a general rise in
thei%;lgans amounts which.indicate +the vital role plaved by
the_§.CfC. in the sphere éf égricultural fiﬁance in Jordan,
énd :to‘augﬁént agricultural productiQﬁ in‘order to attain a
self;suffe;ienCy in food éroduction.(a

- Table' 4.36 shows that total cél}ected amounts‘ at
the end ~cf 1982 have Qrown up by 4.3 percent ovér the
previods’ year. It is worth mentioﬁing here that the,
percentage shafe of qapital amounté‘and interest amgunts'
qollected in'fhe total due améunts’have éome down compared
with  previous Yeari; Reasons for 'tﬁ;s reduction  are
attributeduto the Qecisién'taken‘by the -council of‘miniétefs
for aworatorium-cn Ghaor farnkrs indebtédness as a result of
the . cold waves which héve'“destroyed thelr crops and:
pfodﬁctioﬁ, and to thé steps taken by the " Corporation to

give chance to the farmers to collect their due amounts as a

pricel of ‘tomaloes which have been sold to the government
factories. In addition to the above men;ioned reasons there
were éteps .tukenito re—-gcheduling of a number of loagsl to
enablafthe farmers to ovaripome‘thesewdifgiculties. At the
end of 1983, lthe Corporation has achieved a 5 éercent

.increase in the collections from capital dues which reached
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60 percent ané a 2 percent increase’iﬁﬂfhe colleétion 'from
inﬁeréét dues which réached 71 -percent. Figures for the vear
1984 and 1985 are seéﬁ'fn the‘ table, but it is to‘ note
that the Corporation could not calculate the amounts due in
1985 because of the Government decision to>pay the interest
due- on behalf of those farmers who pay regularly the 10§h§

;in§§allments of 1985, therefore fhe actual figures of Lhe

Al

capital and interest due amounts could not be traced.

. Tabfé 4.36 : Over Dues ‘and Repaymhets to A.C.C. During
. The Secon Flve—Year Development Plan 1981-1985.
. (In Thousands of JDs)

Over Dues . Repayments Percentage
Year V

" Capital Interest Capital' Interest Capital Interest

1. 2. 3. . 4, 5. 6. 7.
'1QBI 5289.1 1072.0 3392.1° 849.51: . 64 . 79
1982 6420.4 1322.0." 3513.7 S 913.1 . 54 69
1983:6711.7 1702.9 4022:9 1212.7 60 71
1984 7102.2 1828.2 4479 .7 1238.9 63 67
1985 .N.A N.A 4818.4 1097.9- - -
Source .+ A.C.C Annual Repérts Various Issues.

Tables 4.37 and 4.38 show that the value of the,
-loans granted by the A.C.C. in 1980s kept on,increasing due
to the increse in the cost Léf coﬂstruction and the
'resortation 'of"the farmers to borrow from the A.C. CV to
flnnnue large projects ”hzch they need huge 1nVthment It
18 cl;ar fram the tab;:\zhat about 45.9 pcrcut of the total
" value of th@»med}um*termALOans granted wenﬁ err‘rprojacts
with  va1ue wore than JD 20.0 ﬁhcusand, but th; highest
ﬁumbar of borrowers was in category of JD 5.0 thousand to JD

10:0 thousand inspite of the reduction in'totd{ value of
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2318
mediwn terin loans, the most part of loans was centralized in
the catagory of JD 10 thousands and below which formed 66.8
rercent of the total values of lcans. Loans above JID 20
thousand formed only 11.5 percent. For 1983, medium térm
loans were distrilnted as  Loans  above twenty thousand
Dinars ranked first with 36 percent average loan amount vas
JD 30.0 thousand and Lhe reason for this increase is  that
because these loans represent relatively ' agricultural
projects of & large scale type. For 1984, same situabion
prevailed as the previous vear, were loans above twently
thousand dinars yob the first position with 33.8 percenl of
the total scasonal loan amounts for the financing of tube
wells and the utilization of the ground water. Loans fallen
between JD 10.0 thousand the JD 20.0 thousnad get the second
rank with 24.5 percent. In 1985, again the loans above ' JD
20.0 thousand each got the same position as in the previous
year with 23.4 percent of the total medium—term loans other
categories were almost near to the same percentage except
catagory og one thousand Dinar or less which got 2 percent
share.

Table No. 4.39 gives us a clear indication that
through ouﬁ the Plan period (1981-1985) the farmers holding
above 200 dunums home enjoved more or less the lion share in
the distribution of lcan amounts. This bring out clearly
o
th;l the amounts of loans go side by side with the size of
holdings as the larger land needs larger amount of~10an.

Loans granted for the category ranging betwen 1 to

10 dunums have increased from 2.2 percent in 1981 Lo 13.9
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o 32d
percent at the end of 1983 after which it has declined to
6.1 at the end ot 1985.

At the end of 1981, 21.4 ﬁercent of the total
loans granted was for those farmers with less than 60
dunumns  holdings with interest rate of 6 percent as
Preferential _treatmment against the ordinary rate charged by
the corporation which is 7 percent. If we take the caltegory
of helding less than 60 dununs we find that this grop
enjoyed a considerable percentage during the  plan period
from 36.1 percent in 1982, to 48.2 percent at the end of
1985. Which 1s a healthy signe that the farmers are making
thewkpgst use of their land and availed the apportunily of
enjoving less interest rate.

Looking al Lhe holding of morce than 200 dumuns, woe
¢an, conclude that the loans granted under this catagory has
kept on declining through out the Plan vyears. From 48.2
percent din 1981 down to 27.4 percent to the end of 19835.
Whiqh indicates that the farmers are unable to serve the
land for whecih the loans were granted and 1t might have
incured a high cost which was beyond their finachal ability
and‘.for the land was not fully utilized which 1wmade the
corporation to revise its policy and to cut down the loans
granted for this category.

Table No. 4.40 on movement of loans by different
‘branches of the A.C.C. during the Second Five Year Plan,
shows all the Fourteen bédnches have allocated their loans
adeyuately away fron any preferential treatment - for any

respective areas over Lhe others. Socuth Shouneh area has
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enjoyed the lion share out of the total medium and seasonal
»loans. In the vear 1981 south shouneh got 21.2 percent and
12.4  percent -out of the medium and seasonal loans
respectively, and maintained this trend through out the
vears of the Plan, ﬁévertheless, other branches of the
A:C.C. have mcéntributed positively in the agricultural
development by granting the ﬁecessary loans for farmers in
‘chexr respective areas as shown by the Table. It is clear
from this Table that the policy of the Corporation is to
give equal treatment to all farmers by meeggﬁg thear
financial requiremnts in order to bring about a general
increase in the agricultural production through out the
country._ Being the only agricultural specialized financial
institution in the kingdom, the Corporation is able to serve
the farmers and catering to their financial needs and going
~ hand by hand with the agricultﬁral poliéy of the govgrnment
to bring about a full utilization of the agricultural lands
in the Xkingdom.

Table 4.41, vrepresents the . repetition of the
same trend which had prvailed during the yvears of the First
Five—-Year plan 1976-1980. There was a risjhg trend in the
net agricﬁltural income from 1981 to 1985 with one
exception, that of 1984 which have recorded a decline in Lhe
net ™ income from agriculture. The generation of the value
added ranged from JD 75.05 million in 1981 to JD 114.5
million in 1985 except for the year 1984 which recorded a
dcﬁreasing trend as indicated by the negative growth rate @f

13 percent. Same trend can be seen in the total value of
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production, To -conclude, we can say that the generation of

.the value added 'rahged from 8.2 percent in 1981 to 34.3

" percent in 1983 but showed & decreasing trend din 1984,
whlch agaln 1t rose in 1985 to 19.5 percent

Table‘4¢41 : Qutstanding Agrieultural Income and Expenditure

at Current Prices. Flrst Flve—Yaer Development
Plan 1981 1985. -

i . 4 (In Million of JDs)
. Year - Total Value . Total Value Net Agricul-  Growth rate
© . of Product- - of Expendi- tural Income  of Net Agri-
© . don ; ture {(Value ~Added) cultural
e T ’ ) Coee T Incomne
ok 20 -7 3. 4 = (2-3) 3.
1981 - 115.75 40.70 - 375.05 - 8.2
1982  119.63 . 37.73- . 81.90 9.1
1983  143.90 33.90 . - 110.00 .. 34.3
1984 140.31 . 44.50 . 0 85.80 . -13.0
© 1885 156.10° - - 41.60 114.50 19.5

Source : Department of Statistics, Year Book .1986 P. 99
) Table 84 and Other Annual Reports. -

INTERACTION OF INTEREST RATES AND THE ACCESS
TO- CHEAP CREDIT

The ~ credlt for agrlcultural projects should be
pr&vided at a reasonable rate of 1ntere5t for Lhe farmers
) whé have no. other alternatlve but to rebort to credﬁt’,to
muet thelr flnanolal needb | - |

-When the —_ farmers ‘appréach other  than the
institutional flnan01ng agencies, they havq‘torpay a high
. rate of 1nterest and .then, it becomes the reéponsibil&ty df
“}be:'monetary ~authority to fix a resqnable~éndtlow rate of
interest to,lbe ;éharged by‘agriculfufal organisatiogs or -

corporations on loans to faruers in order to compansate the



BT 11 2
later for losses which they nay face'céused by climatic and
wegther conditions which may’prgyail dur;hg any 'pargicdlér
géasén; | | ~;\;. . .
h . If. we"isdggest the necessity of a low rate of
interest Lthen  we éhauld ensuré the. safety’ atmosphere . in

- which we can achieve this goal.

 To achieve tﬁis, we must reduce tﬁe risk of the

lender to a minimum 1§velland to-ensufe the liquidity oi his

investment at any time, . and we Shoula‘maintain with strict
. ﬁeans that no monopoly can emefge in the capital market.

Commerdial banks)‘ depend :qniy on: short—term

degééits and they cannot financé.agricditufe freely as _this

énvolveé the'freézing of their assets,fqr a lopger‘ period,

. meanvhile, ,thé‘“shorteét period needed for *agriculturai

c?gdit ié considered too Ighg for commercial‘banks'to';hvesg

<4

in agricultural projects. =~ - | _ ) L

,Taiﬁﬁg " the. case " of Agriculﬁqral i Qfédit
Corporation wbére it éﬁaréeé about 7 pgrcen£ oniits ioans_
- and compare’it with‘thé’fate of iqterest béing charded by
comméroiél banksAwhicﬁ is about 9_percént; we do not find
any sub5t§nﬁialtdifference betweén’the'fwo rates of interest
as indicated\by Table 4.42;

o

The Table reveals :élso that * the -Central Bank
charges about 4 percént on its advaqées to specialiéed
cre@it-institutioné “of which A:C.C." is one of'tﬁem“.

"This alarmiﬁg~“$ituation brings out clearly -and
beyqﬁéﬂ doubts that the farmers can not'fjndﬁas\ accés to

~cheap . credit on one hand and the corporation g¢an not be
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induced to raise funds from Central Bank with 4 percent
interest being a developmental corporation which shoulder
Lhe responsibilities of the agricultural development in the
kingdom, it Dbecomes the ;esponsibility of the c.B.J. to
encourage the lending activities of +the Corporation by
giving it a preferential rate of interest to be charyed [rom
its <c¢lients on one hand, and to charge the corporation a
lower rate of interest to be paid on advances from the
C.B.J. on the othef in order to put emphasis on the
developmentél rolé\\gf the A.C.C. rather than on the
profitability aspect.

Although the Corporation is functioning on  non-
profit basis, vyet 1t has to ralize some profib margin in
order to serve the public in an effecient way and to meet
its day to day expenses. - |

If the Corporation does not get any preferential
treatment fro& the monetary authorities in Jordan, the
farmers will not have access to the funds or to credit
avallable and the credit should be given for a longer period
as the ordinary farnpr does not bother himself with tha
maturities of his installments as'other» people may do.
Agricultural development is a vital and important objective
towards achieving it since it involves the bread and butter
of the masses which they need it three times a day. Our
people may not pay much interest to industrial developument
as they do with agricultural growth. Even no industrial

development can take place without a proper and a sound

agricultural development, since the later is a vital source



of inputs to the former.

Table 4.42: Term Structuré‘ofoending Rates- : <
L ‘ . {In Percentage)

Year - . C.B.J. ) Commerc1a1 Bdnka Agricultural
Advances Loans Credit Corp.
to 3.C.Is. ] Loans

1972 4.00 —_..9.00 6.00

1973 . 4,00 ' $.00. 6.00

71974 4.00 9.00 6.00

1975 - 4.00 g.00 6.00

1976 4.00 .00 6.00

1977 3.50 9.00 6.00

1978 - 3.50 9.00 7.00

11979 3.50 9.00 7.00

1980 3.50 9,00 7.00

1681 3.50 9.00 i 7.00

1982 "3.50 9.00 LN 7.00

1983 3.50 8.81 a3 7.00

1984 3.50 - 8.75 S 7.00

4.00 8.75 ’ ’ 7.00

1985

Source : From 1972 to 1983 C.B.J. Yearly Statistical
. Series 1983 Table 15 '
"For The Year 1984 C.B.J. Monthly StdtlbtlLal
Bulletin May 1985 Table 13
For The Year 1985 C.B.J..  HMonthly S8Statistical
. Bulletin July 1988 P.35 o



