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CHAPTER ~ 3

INDUSTRIAL FINAN&E AWD IT'S CONTRIBUTION TO THE
) ECONCHIC DEVELOPHMENT OF JORDAN

The problem of ensuring an adequate supply of
industrial finance has many facets. In the first place, the
overall volume of investment depends on the volume of
savings generated within the economy and the resources that
can be obtained from external éburces. Part of the domestic
savings ‘éré’generatéd by industry itseff and the extent to
which this done reduces its reliance on savings in the rest
of the economy.

One aspect of the problem therefore, is to enable
indﬁstry to generate as much savings as it can. As to
savings in the rest of the economy; ‘the problem is two fol@
;diﬁb» increase the toéal quantum of savings and their
profitable investment. The former is a problem of overall
economic policy in which monetary policy also plays a
kevyrole. The later is the promotional aspect of central
banking policy which has to include s£eps to meet the needs
of sectors where initial profitability is low owing to
rather long gestation periods, such as in the case of heavy
industries.

In planned economy, 1like that of Jordan, there is
a definite need for the regulation of investment into proper
channels. Financial controls are necessary to further

industrialization on proper lines. The policy of regulating

capital generally confirms to the PYrogrimmes of

N
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industrialization. - 1;13
Those industries which are given high priority in

the Plan have a priority in financing also. In under
developed countries whére the avialable capital 1s strictly
limited and the needs are very great, the pattern of
investment in éhe private sector must be continously watched

.and directed through fiscal policies and credit controls,

The pace of Fhe industrial growth in Jordan has
not been commensurate with the size and demand -of the
country. The ﬁain reason behind this is the paucity of
adequate funds for financing industries.

Industrial finance, means, broadly speaking, "the
provision of funds needed by industry irrespective of the
period for which they are made available“l

The vprocess of industrial growth requires the
development of a capital market that will provide ag
adequate and _properly distributed supply of finance £o those
enterpreneurs -— public or private who are setting up new
industrial plants or expanding existing ones.

Industrial development is considered to occupy a
vital place in the economic and social planning programmes
in any socitey. Jordan, as a developing nation, facing‘some
basgc_ problems in its attempts to develop the national
industry. The most important problems are

1. Scarcity of natural resources, discovered and utilized.

1. Sharma, B.P. The Role of Commercial Bank in Indian's

Developing Economy, CHAND & CO. New Delhi P. 170
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2. hgriqu}tural development programmes do not coincide with
modern industrial requirements.

3. Narrow lécal market and absance of coordination at the
regional level which permits the conduction of the
industrial operations in the other Arab countires.

4. Lack of technical~and administrative skills which are
necessary for any &odern and successful indsutry.

5. Difficultiéé in competing with the foreign industrial
products.

6. Absance of consideration that the debelopment integration
among all sectors of the economy is of much importance and
must be taken in consideration while idmplementing any
developmental: project.

No doubt that industrialization represents a
higher stage of the production stages, which leads to
support the economic independence of’any country and this
emphasises that industry must contribute effectively in
golving the economic and social problems facing any country.

The object of this chapter is to examine the role
of the industrial finance in the realm of economic
development of Jordan and to what extent the financial
system have contributed towards achieving the goal of rapid
industrial development in the Kingdom.

The chapter is divided into two sections. One
cou&iing the period from 1965 to 1972, and the other
covering the planned periods (i.e.) The Three Year Plan
{(1973-1975). the First Five-Year Development Plan (1976—

1980) and the Second Five-Year Development Plan (1981-1985)
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From the Table 3.1 we can make out that the
production of principal industries in 1966, showed a slight
improvement over the preceding two years. The production of
phosphate,M‘Cement, ﬁetroleum Products increased at rates of
18 percent, 10 percent and 64 percent over 1965
respectively.

Industrial production over the year under vreview
continued 1its upward trend. The production and export of
PE?sphate have risen considerably after the development of
thé\ﬁhsa Mineg, the construction of new warehouses at Aqaba
and = the increased number of sales agreements which the
Phosphate Company has made with a numbr of importing

countries. The rise in the Cement production during the vear
1966 1indicates the extent of implementation of development
projects in Jordan during the said vear.

Production of principal industries increased
during the vyear 1968 compared with 1967. Phosphate
production rose Dby 353.9 thousand tons or 28.6 percent,
cement by 86.4 thousand“tons or 29.8 percent, electricity by
13.4 million K.W.H. or 14.7 percent, and petroleum products
maintained the'1967 level fo 392 thousand tons.

K comparigson between the production ‘figures of
1968 with the pre-war level of 19652.' reveals various

trends. Phosphate and detergent production exceeded -the 1966

figures by 590.1 tons or 58.9 percent and 200 tons or 18.2

3

2. The Israeli Aggression on boardering Arab States on Juns
5 1967, resulted 1in the occupation of some Arab
‘territories including the West Bank of Jordan.
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percent respectively. Production of cement and liquid

batteries rose to the 1966 level after a consgiderable change

in 1967. Other information also available from the table

regarding other products for the year 1968,

The production of most of industries increased
significantly in‘1969. This rising trend was maintained in
1970 wuntil September of the same yeara, when production in
most industries came to a sﬁand still for about one moth.
Indeed, some of these enterprises suffered direct physical
damages. Consequently, production  of the principal
industries declined considerably in 1970, compared with that
of 1969. Nbﬂbsphate production and marketing had suffered
from the closure of the Suez Canal, the exports Lo India,
the largest market for the Jordanian phosphate . were
suspended by the Indian Government. Cement and Iron

production went down by 21.4 percent and 9.4 percent

respectively in response to a lower level of investment in

& ~

construction. However . the vyear 1971, showed an overall
improvement 1in the production of principal industries and
the same can be said about 1972, !

Inspite of all the internal distrubances, and the
external economic blockage by ciosing the Syrian boarders, a
nunbsy of industries had recorded higher production levels
in 1971, with rates of increase over 1§70 rvanging from 10.8

percent for gpirits and alcocholic drinks to 56.5 percent for

3. In September, 1970, the country was faced with civil
disturbances for about a month.
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production of textiles. whilecement, petroleum, detergent,

-

electricity and fooder improved remarkably in 1971, the
productioﬁ of Iron, cigarettes, phosphates, paper and
liquide batteries dropped by 61.8 percent, 5.2 percent, 31.§
percent, 21.7 percent and 40.2 percent respectively. In the
year 1972, the industry and mining sector achieved a
remarkable resurgence. The data show increases 1in the
production_ of most industries ranging from one percent 1in
alzaﬁolic drinks to 227.6 percent in iron. With respect to
cement, production increased by 57.8 percent over its lévei
of 1971, due to the enhancement of cement exports to both
Syria and lraq, with which agreements to that effect were
concluded and implemented. Phosphate production increased in
the year 1972 by 10.8 percent, after the Syrian Authorities
allowed a transit passage for phosphate trucks on Februafy
1972, other industries also recorded varying production
increases, such as petroleum products, tannery products,
spirits and alcoholic drinks, electricity etc.

On the other hand, the production of liquid
bafteries declined by 9 percent owing to reduction in export
to Iraq. Drop in the production of detergent, cigarettes and
\tektiles was also registered.

As shown by Table 3.2 The overall 1index for the
main industries reached 63.3 in 1969 and increaseénin 1971
to a level of 65.0 points. The internal disturbances of 1970
which adversely\éffected industrial production, cut down the

index figures by 8.5 points as compared to 1969.
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Table 3.2 : The Index Number "'of Industrial Production
1968 - 1973 1975 = 100
1968 1969 1970 1971 1972

Food, Drink and 32.1 49 .4 57.1 74.3 3.5

Fooder .

Cigarettes and 81.0 90.2 81.0 ‘ 76.9 75.6

Matches

Textiles and 51.0 53.7 50.2 78.5 78.1

Clothes

Chemicals 30.9 31.2 40.7 61.7 60.1

Construction 63.1 81.6 66.9 59.0 106.7

Materials '

Electricity and - 57.2 66.0 65.0 58.8 65.2

Batteries

Foot wear and leather 75.2 74.3 56.8 82.2 104.3

Petrol Refining 47 . 4 56.0 53.7 67.2 73.1

Phosphate 85.9 B0.4 69.4 47 .3 52.4

Paper and Cardboard 49.7 66.1 64.9 50.9 1 66.3

Overall Index 53.0 63.3 54.8 65.0 79.5 -

o~
% age change -— 19.4 (-13.4) 18.6 22.3

Source

: From 1968 — 1972 Central Bank of Jordan

vearly statistical series (1964-1983) Table

Note

: Figures in Parantheses indicate minus

42,



In the vear-1972, the index number increased to a
level of 79.5 points as compared to a }evel of 6.5 points in
the preceding vyear, an increse of 14.5 points. These
favourable developments are mostly attributable to the
confidence restored to the private sector after the re-
establishment of 1law and order and stability after the
disturbances of September 1970, and to the improvement in
export opportunities.

Table 3.3 brings out clearly that mining and
manufacturing sector has maintained a relatively constant
share in the G.D.P. over the vears from 1964 to 1972.

It has began with JD 12.3 million or 9.0 percent
and ended with JD 18.5 million or 10.1 percent out of the
total G.DTP. at the end of 1972. Taking ih consideration
other sectorgias indicated by the Table under review, there

did exist a situation which was unique in its structure that

almost all the sectors contributing to the G6G.D.P. have

maintained vrelatively constant share through out the period

In absolute terms, these sectors did not experience any big

or a noticiable change that might have affected one sector
&‘/\~ .

at the cost of other sectors contributing to the G.D.P.

One point ‘worth mentioning that the services

sector has maintained the highest share in the total G6.D.P.

through out.the period. Although it has suffered a set back

in the vears 1971 and 1972 after the highest recorded share
of 73.5 percent in 1970, vyet it has registered ths higheat
share and maintained this rank among all sectors

contrubuting to the G.D.P. through out the period.

=8
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Commercial Bamks Credit

By the end of 1966, the total outstanding
commecial banks creditmﬁﬁd reached, JD 38981 thousand. an
increase of 17 percent over the previous vear as shown by
the table 3.4. The expansion covered most sectors,
noﬁiciably commerce, where credit at the end of 1966
amounted to JD 20327 thousand, compared to JD 17075 thousand
at the end of 1965, T

In 1968, the largest share of 41.7 percent wvas
accorded to general trade followed by 12.4 percent to the
construction sector, indicating a relatively brigk demand
for housing. Credit to Industry and mining have declined by
5.3 percent. By the end of 1970, total outstanding credit
amounted to JD 45548 thousand. credit to the sectors of
commerce and trade constituted a large percentage of total
credit volume --and varies with changes in imports from one
year to another. The construction sector had gained
importance after 1967 war and became next to trade.

The change in the level of bank credit in 1970 is
insignificant when compared to 1969. The pace of credit
increased since 1967 war also well below its pre-war rate of
exparision. This was not. however, attributable to any
tighténing of the credit policy of the Central Bank, but
rather emanated on one hand, from the adverse economic
impact of the 1967 war and the subsequent instability which
made business men follow more cautions investment policies,
on the other hand commerical banks followed a regerved

credit policy.
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The Table demonstrates that at the end of 1972,
commercial banks credit to industry stood at JD 4645
thousand or 9.2 percent of total bank credit, while in 1965
the commercial banks credit to Industry was JD 4333 thousand

or 13.0 percent of total bank credit.

LU ~

It 1is of much significance éo note that while
there was a noticiable fluctuations in the growth rate of
credit to Industry, there was also an oyerall gradual
decline in the percentége share of credit to industry by
commercial banks. The reason for this decline can be
explained by examining the credit to construction and land
purchase which started at JD 2451 thousand in 1965 and ended
at JD 10671 thousand in 1972 or a growth of 335 percent.
Credit to General trade sector grew by 25.6 percent over the
" period under study. -—__

It 1is pertinent to note that the credit provided
by commercial banks during the pediod 1965 to 1972 was not

ﬁairly distributed.

[
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3.4 : Percentage share of total outstanding Commercial
Banks Credit to Industry in the outstanding total
of Commercial Banks Credit 1965 - 1972

(In Thousands of JDs)

Year Total General Construc— Industry Growth Percentage
Commercial Trade tion and and Rate of Share of
Banks Sector land mining credit to credit to
Credit Purchase Industry Industry &
and Mining in
Miningg (%) the total
Commsycial
i Banks Credit (%)
1 2 3 - 4 5 - 6 7 = (5/2)100
1965 33299 17075 2451 4333 —— 13.0
1966 38981 20327 3267 4753 9.69 12.2
1967 38886 17352 5022 4246 (~10.7) 10.9
1968 40997 17076 6090 4022 {(-5.3) 9.8
1969 45389 19059 7099 4204 4.5 9.2
1970 45548 16890 11228 4758 13.2 10.4
1971 46928 18964 10506 4588 (—-3.6) 9.7
1972 50590 21458 10671 4645 1.2 9.2

Source”~C.B.J. Yearly Statistical Series (1964 - 1983) Table 13.

Note

C.B.J. Annual Report 1972 P. 40 19.

: Figures in Pavrantheses Indicate Minus



INDUSTRIAL DEVELOPHENT BANK
IT3 ROLE IN THE ECONOHMIC DEVELOPMENT OF JORDAN

The industrial development of Jordan began around
- the middle of the fith decads of this century. It started at
a time when there were no specialized credit institutions.
The indust;idT sector had to rely on the facilities provided
by commercial banks operating in the country at that time,
and . because these facilities were short term and did not
meet all the requirements of industry, the need became
apparent for the establishment of an institutions
specialized in providing medium and long term credit to
inqggﬁry. Consequently the Industrial Loan Fund came into
being as a government departmént attached to the Jordan
Devéiop&ent Borad. It was assumed that this fund would carry
the Dburden of a specialized lending institution, but its
1imi£ed financial resources and technical staff were not
commennsuratemwith this aim. This prompted the government in
*coilaboration with the private sector to establish the
Industrial Development Bank in accordance with the temporary
law No. 27 for 1965, which became law No. 7 for 1968 after
it was properly constituted by Parliament.

The Industrial Development Bank is &ipublic ahare
holding company with government participation equal to one
phird of its capital in the form of ordinary shares. The
gurpose of establishing this Bank by a special Act is to
beséow on it previliges and powers, which are not available
to any cmpany fugctioning under the bompany‘s law.rnfhe most

important of these previliges is the authority to issue
\\
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preference shares to the pfivate séctor which carry a
miﬁimum (guaranteed by the treasury) return of 6 percént
free of tax, the exemption of the bank from taxes, the
guarantee by the government of the nominal value of the
preference shares in case of liguidation , and where the
bank decide its loahs could be collected in accordance with
the laws inforce in the kingdom for the collection of
government funds.

In addition, the congtitution of the Board of

Directors differs from thai allowed under the Company's Law,

and the percentages of reserves allocated out of profit is

also more than that allowed in the Law. The Bank can also
obtain loans from foreign sources with government
guarantee.

‘In 1971, the new I1.D.B. Law was issued. This law
enables the Bank to accept moveable property as loan
collatoral and the ability to optain financial facilities
froméfzhe Central Bank of Jordan and to extend credit for
different periods. The law also exempts Bank Customers from
‘dues paid on mortgage transactions for the Bank and stamp
duties on promissory notes for the account of the Bank.

The financing of any Industrial Project must
complywith the follwoing principles

1. The project must be economically feasible
2. The project must be technically sound
3i ¥2$e1§roject nust havg‘efficient management at all

These principles are in fact the Dbases of

investment policy at thé Bank, they are interdependent and
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form the complete evaluation of a project.

Financing of industry doesnot end byapproving the
loan. it is a a process that requires continuous follow up
{n order to ensure that the project is executed as planned.
loans are never disbursed as a lump-sum to the customer, buf
are withdrawn gradually and for purpose for which they were
meant. Periodical visits are paid by the staff ofwihe Bank
to all financeé projects in order to determine their
progress and extend to them asistance if needed. Re-pavinent
period differs from one project to another and rages betwen
5 to 15 yvears with a grace period - -covering thé construction
phase during which only interest is paid.

The 1IDB has been functioning as an invetment of
direct financé, as a promtor of key and other industies and
as a dvelopméhtal agency.

The Bank functions as a development financing
institution It's statuse gives it wide latitude in regard to
the forms of its assistance. in the capacity as a financial
corporation, the Bank will provide direct assistance in the

fo;m of 1loans and advances, or participate directly by

CLN
™~

subscribing to, purchasing or under writing issues of
stocks, shares, bonds or debentures.

Now, we will examine the role plavyed by the
Industrial Development Bank in promoting industrial
development in Jordan and to what extent it is has succedad
in, and achieved its goals and reached its kargets which

were assigned to it at the time of its establishment 25

Years ago. :



Operations of The Industrial Development Bank
And Its Contribution to The Industrial Development
of Jordan 1965-1972

T

During 1965, the IDB approved 5 loans amoutning JD
24.5 thousand, --in 1966 the Bank approved 27 loans amounting
to‘ JD 909 thousand. Of this, 17 loans of JD 574 thousand
(65.1 percent) were for industry and 10 loans of JD 335
thousands (36.9 percent) for tourism. During 1967, the Bank
approved 29 loans totalling JD 578 thousand out of Qﬁiéh 27
loans were for industry amounting to JD 472 thousand and 2
loans for tourism fotalling JD 106 thousand. Although the
number, of loans approved by the Board of Directors of the
Bank during 1967 was nearly equal to that approved in 1966,
however the value of these loans was approximately half of
that in 1966.

During 1968, the Bank approved 20 loans totalling
JD 619 thousa;d of which 18 loans for industrial projects
with amount of JD 549 thousand or 88.6 percent and 2 loans
for tourism amounted to JD 70 thousand (11.4%).

During 1969, the Bank approved 24 loans totalling
JD 778 thousand, an increse of 25.6 vpercent over the
preciging yeaf,of this 23 loans totalling JD 763 thousand
went E;'industrial projects and one loan of JD 15 thousand
went for tourism. The share of industrial projects in the
totai loan amounts reached about 98 percent while only 2
percent went for tourism.

In the year 1970, the Bank approved 20 loans

totalling JD 554.4 thousand of vihvich JD 527.4'th0uaand wers

BT

%
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extended to 17 industrial projects'and JD 27 thousand to 3
tourist projects. The percentage of the industrial projects
in the total amounts of the approved loans occupied the
highest place with 95 percent and only 5 percent went for
tourism. From the Table 3.5 we can make out that about 59
percent of the wvalue _ of approved loans extended to
industrial projects during 1970 was utilized to finance row
materials for‘indusﬁry, 15 percent was used to purchase new
méchinery and 26 percent to finance factory premises. This
has reflected the atmosphere of hesitancy to invest in new
ventures or the expansion of existing ones. It also reflects
the need of local industry for working cpaital,

Although the total amount of approved locans in
1970 decreased, \the disbursement during the vyear has
substantially increased. Total disbursement during 1970 -
amounted to JD 685.3 thousand which is 81 percent higher
than that of 1969. The reason for this increase in loans
was that they were carried over from 1969 and the usually
faster use 9f loans to finance raw maferials.

Durigg 1671 the Bank approved loans Fotalling JD
280.5 thousand of which JD 5.5 thousand were e*tended to 3
tourist projects. As in 1970, the major share of the total
loans amounts granted for industrial projects was wutilized

to finance raw materials for industry (58.9 percent) loans

digsbursed during the year amounted to JD 434.4 thousand.

‘u’\\

In 1972, the Bank approved 27 loans amounted to
Jp 940.5 thousand of which JD 435.5 thousand were extendsd

to 21 industrial projects and JD 505 thousand to 6 tourist



Tahle 3.5

Classified by purpose

150

: Approved Loans by the Industrial Development Bank
1966 -~ 1972
{In Thousands Of JDs)

1866 1967 1968 1969 1970 1971 1972

(1% by
Industrial Projects

No. Of Industrial 17
Loans (@B

Construction of e
Factory (2)

Machinery (3) ———
Rae Materials (4) —

Total Industrial
Projects (5) = 2+3+4

Tourism (6) 338

No. of Tourist Loans (7) 10

Grand Total (8) = 5+6 909.0 578.0 619.0 778.0 554.4

Total Nol of Loans 27
(9) = 1 + 7 -

% Share of total 63.1
industrial Projects

% share of total 36.9

Tourist Projects

27

36

178
258

106
2

29

81.6

18.4

18 23
215 46
274 605

60 112

70.0 15.0 27.0

2 1

20 24

88.6 98.0

11.4 2.0

134.4

17

82

311

5.

574.0 472.0 549.0 763.0 527.4

3

20

95

o

9 21
34.5 60
78.5 203.5
162 172
275 435.5
5.5 505.0

3 6
280.5 940.5
12 27
98.0 46.3
2.0 53.7

Source : I.D.B. Annual Reports — Various issues.
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projects 53.7 pefcent of the amount of loans approved in
1972 was for tourist projects, and 46.3 percent was for
industrial projects. Machinery got the major share of 46.7
percent out of the total finance for indsutrial projects.
The loans disbursed during the year amounted to JD 3506.6
thousand or 16.6% over the preceeding vear.

& As we have discussed earlier that a well developed

-
capit&l market is a pre-requiset for achieving industrial
growth which meets the necessary financial requirements of
the new or already existing industrial concerns., by
re;lizing this fact the 1.D.B. wunhizitatingly purchases the
shares floated by industrial concernes as indicated by Table
3.6. - Indirectly the Bank extends the required financial
needs for these 1industries specially those who form a
stratigec importance for the industrial’ growth of the
country. 8Since the Bank has the right to be sure of the
sou§dness and the végsﬁility of.the Project it supervise and
advise the therpreneurs at different stages to carry out
effeciently their project. By doing so, the I.D.B.
“indirectly makes it sure that the project will not face any
difficulties as far as possible én one hand, and it
increages the confidence of the public té subscripe in these
shares on the other. It is clearly indicated by the Table
that from JD 16 thousand worth of shares in 1966 increased
to JD 48.1 thousand at the end of 1972. An incrsase of 380
percent. It is worth mentioning here that the Bank has
helped much in the early stages of the Jordan industrial

development specially from 1966 to 1972. It is to bear in



mind that Huring the period under study the Bank has

accumulated large amounts of ideal money which it helped in
incfeasing its holdings of shares floated in the market as
it 1is clearly visible 1if we look at Table 3.5 which
indicates that the I1.D.B. financing of industry and tourism
has sharply declined over the vears from 1966 to 1972 (with
eXSZEtion of the Tourism projects in 1972)

Table 3.6 : Industrial Development Bank, Equity Investments

In Jordan Economic Projects
(In Jordan Dinars)

YEAR 1966 1967 1968 1969 1970 1971 1972

Amount 10000 10000 40000 40500 43000 45500 48137

Source : 1.D.B. Annual Reports, various issues.

e e

Iﬁdustrial Financing and Industrial Development During
The Threg - Year Development Plan 1973 - 1975

The vear 1973, witnessed the beginning of a new
stage of economic and social development in Jordan, the
execution of the Three-Year Development Plan. The Pfaﬁ aimed

at achieving a number of goals mainly to expand the OGross

National Product by 8 percent annually, to reduce the trade’

deficit from an average of 11.5 percent during the period
1967~1971 to 6.3 percent during the Plan period, to bring
the balance of payﬁents to equilibrium and to augment the

reliancé of the budget on domestic revenues. The Three Year

154



Plan called for developing ;nd utilizing Jordan's mineral
fesources.

Tables 3.7 and 3.8 show that the remarkgg}e growth
of the industfial sector was attributable to large increase
in the value added to phosphate. Industrial Production index
showed a rise from 79.5 in 1972 to 93.1 points in 1974. The
large increase in industrial production more than offset the
decline in agricultural Produztion and realized an increase

in GDP of 6 percent per annum.

The dindustry and wmining 8ector continued its

remarkable‘ growth. The industrial income increase by 7
percent from JD 25.23 million in 1972 to about JD 27 million
in 1973, Similarly, the industrial index rose by 9.9 percent
from 79.5 points in 1972 to 87.4 points in 1973.

The remarkable growth of the industrial sector was
%}tributable to large increase 1in the value added to
ph;ébhate. Industfial Production Index showed a rise from
79.5 in 1972 to 93.1 in 1974. The large increse -in
industrial production more than offset the decline ' in
agricultural production and realized an increase in GDP of 6
percent per annum. °

In spite of the exceptional circumstances and
effects of the October‘War 1973 reflected in relative

industrial stagnation for‘a while, industrial production

continued its upward trend. This can be attributed among

4. HNational.Planning Council First Five Year Plan
© 1976-1980, P. 29
5. Ibid.

-
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other things, to an increase in domestic consumption and 1in
foreign demand for Jordanian indsutrial products in addition
to continuous strengthening and expansion of industries.

The Table 3.7 shows an increase in the Production

of most industries, ranging from 10.1 (%) in liquid

batteries to 72.5 percent in upper leather. Phosphate

T—

Production increased by 52.3 percent, thus exceeding the
average production level of the period 1968-1970 which was
1062.7 thousand tons (C.B.J. . Annual Report 1973 P.19). The
‘increase was due to the introduction of new mining
equipments. Petroleum products increased by 11.6 percent
owing to an increase in domestic consumption and ;p
unforeseen exports to Syria.

Other industries also recorded varying production
increases. The production of cigarettes increased by 42.8
percent owing to an increase in domestic consumption and in
exports especially of semi-manufactured tobacco to Yemen.
Paper production increased by 11.7 percent as a. result of
the re-organisation of the paper company.

The production of detergents, spirits and
alcoholic drink liquid batteries, and electricity rose by
8.2 percent, 20.9 percent 10.2 percent and 14.8 percent
respectively.

A few industries recorded varying production
decreases in 1973. The production of cement, iron, textiles
decrsases by 6.7 percent, 7 percent and 5.5 percent
respectively. Fooder production also decreased by 6 percent

because of a decrease in exports and in domestic demand. The



drop in the production of sole leather and wool by 44.1
percent was due to the concentration of the tanning company
on the préduction of upper/leather.

In the vear 1974, the industry and mining sector
achieved a high level of growth. The industrial production
index of Principal industries (1975 = 100) rose by 5.7
points from 87.4 to 93.1 points in 1974 (Table 3.6). 'The
significant improvement is attributed to an increase in
1oca} con§umption and to a continued improvement of
indsutrial é;port opportunities, in addition to the
expansion and development of various existing industries.
Varying increas in the production of most industries were
registered. Phosphate production rose by 54.9 percent over
the -previous level, due to higher expoft demand. Several
othegyjndustries recorded varying production increases. sole
leathe;‘\and wool rose by 50.2 percent and liquid batteries
by 17.2 percent. As a result of longer working hours of the
paper mill to meet the increase in demand, paper production
increased by 15.1 percent. The improved level of industrial
activity led to greater demand for electric power by both
housgpolds and factories, leading in turn to’a 17.9 percent
in tﬁérgeneration of electric power over 1973 level. -

By contrast, a few industries suffered par&iai
production declines in 1974, either because of their own
special circumstances ~-or- because of temporary general

conditions. These include steel, cement, tobacco and fooder.



Industrial - Production in 1975,  witnessed &
remarkable growth as compared with 1974 level. This growth
in industrial production came as a result of production
expansion in most of the principal industries whose
relatively high weights (72.4%) withstood the negative
gffect of those other iqdustries whose production went down,
and whose relative weights did not exceed Z;tg percent.
Incresed doﬁgstic consumption and better industrial export
opportunities\also played a rale in the attaintment of that
result.

The Table shows that the production of most
industries vrose by rates that ranged from a minimum of 1.3
percent for tobacce to a maximum of 67.4 percent for spirit
and alcoholic drinks. We may also  note that the production
of peé;biéum products in 19735 rose by 10;7 percent over
1974. The reason was that domestic sales rose by 14.6
percent.

Increased local detergent consumption which 'had
risen by 44.9 percent accounted for production rise of 41.4
percent. Paper production rose by 17.3 percent Dbecause
:Qborts and local demand have risen. Power generation rose
hby 20.3 percent. This rise in power generation is a celar
- indication of +the steady economic growth in the country.
Iron pfodhction rose by 23.1 percent in 19735, during which
the iron factory was working on a non-stop basis. The
resumption of fooder exports to both 8yria and Iraq and ithe
proliferation of egg-yielding poultry farms led to .an
increase in fooder production by 24.3 percent. Textile

)
[
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Table No. 3.7 : Industrial Production of Principal Industries
Three Year Development Plan (1873 - 197%)

1972 1973 1974 1975

Phosphate (Dry) 000 Tons 709 1080.9 m1674fg Zggétgiﬁ
Cement 000 Tons 661.3 616.8 614.7 598.2
Petroleum Products 000 Tons 605.1 675.3 748 .4 828.2
Electricity Mill K.W.H. 158 18i 213.4 256.7
Iron Tons 30184 38076 25432’ 31304
Textiles 000 ?ards 744.0 703.0 722.0 $53.0
Fooders - Tons 44195 41533 33341 41457
Cigarettes Mill Cig. 1395.1 1992.0 1822.9 1846.0
Paper and Card Board Tons 2749.0 3072.0 3536.6 4147.0
Scle leather and Wool Tons 561.6 369.9 555.6 531.4
Upper Leather 000 Sft. 2174.9 3750.5 2647.8  2230.7
Spirits and ' 000 Lit. 2421.0 2927.0-..3288.0 t 5503.0
Alcoholic Drinks

Liquid Batteries 000 Bat. 36.4 40.1 47 .4 44 .4

Detergents » Tons‘ 2528.0 2736.0 2973.0 4203.0




Table No. 3.8
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: The Index‘Number of Industrial Production

1973 -~ 1978 (1975 = 100)

1972 }973 1974 1973
Food, Drink and Fooder 95?5 90.3 76.1 100 -
Cigarettes and Matches 75.6 107.9 88.7 100
Textiles and Clothes 78.1 73.8 75.8 100
Chemicals 60.1 65.1 70.7 100
Construction Materials 106.7  99.5 97.0 100
Electricity and Batteries 65.2 74.2 87.1 100
Footwear and Leather 104.3 143;5 115.2 100
Petrol Refining 73.1 81.5 90.4 100
Phosphate 52.4 79.9 123.8 100
Paper and Card Board 66.3 74.1 85.3 100
Overall Index 79.5 87l4 93.1 100
% Change 22.3 9.9 6.5 7.4
Source : C.B.J. Yearly Statistical Series (1964 - 1983)

Table 42
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production rose by 32 percent owing to a 64 .percent rise in
local textile sales.

By contrast, the major mining industry of
phosphate suffered a Production decline of 19.2 percent
because of a drop in exports. Cement Production also fall
slightly déspite increased demand for construction purposes.

Table 3.9(a) tells us that the planners in Jordan
are doing their best in boosting, promoting and developing
the industrial production in order to bring about
comprehensive development based on a sound industrial
growth,

Industry and mining got JD 26.120\Ythousand or
14.6. percent out of the total Plan out lays through out the
Three Year Plan 1t i3 the second in rank after the
transportation which has enjoyed highest share of 20.0
percent. In general terms the share of economic sectors in
the Plan investments recorded 63.7 percent which indicaﬁes-
the desire of the government to develope the economic
sectors of which industry and mining sector is second in
importance. Shares of other sectors can be seen from the

Table.



Table No. 3.9(a)

bamde
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: Share of Industry & Mining In The Total Investment

of The Three—-Year Development Plan 1973 - 1875
{In Thousands of JDs)

Sector

1973 1974 1975 Absolute %

Agriculture (1)

Irrigation (2)

5296 4415 3309 13020 7.3
7009 35385 2242 14636 8.2

Industry and Mining (3) 5200 9040 11883 26120 14.6

Tourism and Antiquities (4) 2365 2595 2210 7170 4.0

Electricity (5)

Transportation

——

Communication (7)

Trade (8)

2050 3448 4283 9781 5.5
12926 12001 10885 35812 20.0
3370 2059 1283 6712 3.8
325 225 225 775 0.4

Total Of Economic Sectors (9)38541 39168 36317 114026 63.7

Total of Social sector (10) 19472 22112 23390 64974 36.3

Total Investments (11) 58013 61280 59707 179000 100

Source : Central Bank of Jordan Annual Report 1972, P. 67,P. 73

iif\\

Note

(1) Total of social sectors includes : -
Total of Education & youths Health, Social Affairs & Labour
housing and Govt. buildings, Municipalities and villages
affairs and Statistics Department Projects

(2) Total Investment of the plan includes
Total of Economic sector plus total of social sector
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Table 3.9(b) shows a very interesting data that
the Private sector has invested about 77.8 percent of the
investment 1n industrial sector, the remainder will be
invested by the Public Sector. This might lead us to
conclude that the private sector has put mech confidence in
the gconomic development which the country has witnessed and
the investment climate which has encouraged those investors
to invest. Addiﬁé to this, the Encouragement of Investment
Law has provided much concessions for the investors plusg tax
exemptions and other incentives which the investors have
enjoyed.

The 1low percentage of the public sector share is

not a negative sign, 1t shows that the government wanted

larger participation of the private individuals, as well as

institutions 1in the development process of the kingdom
taking in consideration the political and economic stability
which the country enjoys over many years.

Table 3.9(b): Share of Public and Private Sectors in The

. Total Investments of Industry — Three Year
Plan 1973 - 1975

. (In Thousands of JDs.)
Total Investments Public sector % Private Sector %
of Industry Investments Investments

26120 5810 22.2 20310 77.8

Source : C.B.J. Annual Report 1972, P. 67

From Table 3.10 we can see that the industry and

mining gector surpassed the targets of the Plan. This was



due to the establigshment of several new idndustrial and
mining projects during 1974 and 1975, and the mobilization
of untopped potentialities in existing industries. The 1974

income of this secgpr reached JD 37.05 million, thus

e

realizing a growth of 43.0 percent over its 1973 level. In
the vear 1975,  -income of this sector reached 53.02 million
or 43.1 percent over its 1974 level. The 1975 industrial
i;come rose by JD 17.5 million over the figure envisaged by

thei Plan, thereby making the ratio of actual to planned

income 49.4 pevrcent.

Table 3.10 : The performance of The Industrial Sector
- During The Three - Year Development Plan
(1873 -1975)
{In Million of JDs)

Planned Income - Actual Income
1973 1974 1975 1973 1974 1975
26.80 30.70 35.50 25.90 @ 37.05 53.02

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

Table 3.11 indicates that by comparing Jordaﬁ with
countries which were at similar stages of development, the
Jordan economy is characterized by high relative share of
the lgervices sector in Gross Domestic Product and its
abso}ption of increasing proportions of theA labour force:
The Wéﬁare of the services sector in GDP reached to 70
percent, as against 11.2 percent and 9.3 percent for
industry and agriculture respectively, and it is visible for

other two yvyears. that the services sector was higher than

the other sectors.
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In Jordan, the services sector employs more than

6
60 percent of the labour force , whereas the agricultural

and industrial sector employ the remainder in almost equal
proportions. In countries at similar stages of development,
the services sector orignates in not more than 40 percent of
GDP and employs 15 to 25 percent of the labour force.

The chronic trade deficit and the reliance on
e#iernal financial assistance were accompanied by the
expansion of the services sector at rate exceeding those of
other sectors.

From Tagle 3.12, we see that in 1973, the Bank
continued using the advances and rediscount facilities
provided by the Central Bank of Jordan. A amount of JD 493.1
thousand was used by thé 1.D.B. at the end of the year uﬁder
review and in the same vear, the Board of Directors has
approved to increase the wupper 1limit of Central Bank

facilities to one million DRinars in order to meet the

expected increase in volume of business in the coming years.

In 1974, the Dbalance of rediscount facilities
provided by the Central Bank of Jordan to the 1.D.B.
amounted to JD 1269.5 thousand and all of this amount was
redisbursed to-the borrowers of the Bank.

o From the Table it is evident that the Industrial
Develoggént Bank is heavily relaying on the Central Bank for
financing its lending operations, while the ratio of
advances to specialized credit institution increased from 25

6. National Planning Council First Five Year Plan 1976~1980
P. 44
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Table 3.12 : Ratio of ocutstanding Central Bank of Jordan
®~._ Advances and rediscount Facilities to Banks and
Specialized Credit Institutions to advances to
Industrial development Bank-During the Three-—Year
Development Plan 1973 — 1975
{In Thousands of JDs)
Year : C.B.J advances i1C.B.J advances | Ratio iPercentage growth
i and Rediscount | to industrial | iof C.B.J advances
yto Banks and Spe—-) Development : i to Industrial
i cialized credit | Bank. ; i Development Bank
i institutions. : 1 H
1. H 2. : 3. 14 = 3/2%100 5.
1972 11236 1309.2 125.0 P
1973 12167 1493.1 122.7 159.4 :
1974 13964 11269 .5 132.0 1157.4 :
1975 14295 £1992.8 {46.4 156.9 :

SourceColumn 2 : C.B.J. Annual report Various lIssues.

Note

Cplumn 3 : Industrial Development Bank, Annual Reports

Various Issues

Column 4 : Dividing Column No. 3 by Column No. 2 * 100

Column 5 : Calculated from Column No. 3

: Figures in Column No. 3 represents long term liabilites.

A
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percent in 1972 to 46.4 percent'in 1973, the growth of
these advances was very high as indicated by the Table.
Tabel 3.13 shows that bank credit has registered a
noticeable growth rate in 1973 over 1972. The rate of
increase amounting to JD 11.23 million or 22.2 percent. At
the end of the year, total bank credit extended to all
sectors reached JD 61.82 million. The Table indicates that
the trade sector continued to absdrped the largest share
(40.6 percent) of total credit granted by commercial banks.
Inspite of the relative decline in 1973, bank credit to this
sector increased by JD 3.62 million. This was mainly due to
a rise in the value of imports. Next in importance was the
sector of construction and land purchase which claimed 23.4
rercent of total credit, the mining and industry which got
34.6 percent higher than the previous year. It is eévident
that the Three Year Plan has had a clear quantitative and
“qualitative effect on the distribution of bank credit among
the economic sectors. The Plan requires an increase in the
private sector expenditures and at the same time, it
focusges on ﬁhe productive side of the economy
(construction, mining and industry) this is why the rate of
increase of bank credit to the trade sector was smaller than
that of 1972, while the share of the construction and miningf
and industry sectors increased. The Central Bank played an
important role in the redistribution of bank credit for the
benefit of the productive gectors, by adopting several
policies. Towards this end, - the Bank issued two memoranda
the first was on August 2, 1973 and the second on November

L

B
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21, 1973. In the first, the Bank asked licensed banks to

increase credit extended to productive sector, while
reducing the credit provided to the commercial sector, and
tc extend more credit for financing the projects adopted by
the Three-Year ’;1an. In the second memoranda, the Bank
instructed licensed banks to observe a policy based on
preferential interest rates to Dbe charged on th;
developmental projects.

Credit ’%acilj}ies extended by commercial Dbanks
continued their growth in 1974 and at higher rates than
those prevailing in previous year. The facilities incresed
in 1974 by JD 22.16 million or 35.8 percent, over the 1973
to reach JD 83.98 million. The Central Bank decision No. 53

.. 8
of IAugust 1, 1974 1limited the rate of increase 1n direct

credit to no more than S percent of total direct ~credit
facilities. exteqded until 30 June 1974. The decision had a
noticiable efféct in restricting expansion in credit
facilities. Similarly, thé measure taken by the Central Bank
on August 7, 19749 calling for an increase of cash reserves
which commercial banks were legally required to deposit with
the Central Bank from 10 percent to 12 percent. These

measures brought about a discerible change in the

T “

distribution structure of credit facilities. The volume of
credit facilities extended to the general trade sector

decreased by JD 1.76 million during the second half of 1974,

£.B.J. Annual Report 1973, P, P. 10-11
C.B.J. Annual Report 1974, P. 33
C.B.J. Annual Report 1974, P. 35

O N
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or 5.5 percent, while facilities extended to industrial

-

sector rose Dby JD 2.05 million or 25.5 percent over the
level achieved at the end of first half of the same vear.

Commercial banks credit facilities continued their
sharp upward growth during 1975. Credit facilities increaseq
by JD 37.45 million or 44.6 percent over 1974 level, thereby
amounting to JD 121.43 million at the end of 1975,

A quick loock at the credit facilities extended byi
commercial banks reveals that the .general trade sector
obtained credit amounting to JD 51.37 million, or 42.@
percent of total credit facilities granted in that vear. Thg
construction-. and land purchase sector came second with JD
26.28 million or 21.6 percent of total credit facilities.
The industry and mining sector was sector was third with JD
15.11 million or 12.4 percent of total credit facilities.
This shows that the percentage share of credit to industry
in the total credit of commercial banks did not experience’a
gréat _change between 1974 and 1975, while in absolute terms,
there was an increase of about JD 5 million at the end of
1975, the reason for this can be the increased credit to
general trade sector by almost JD 21 ;illion and

construction sector by JD 8 million.



Table 3.13 : Percentage Share of Total Cutstanding Commercial
Banks Credit to Industry in the Outstanding
Commercial Banks Credit During the Three Year -
Development Plan 1973 - 1975
{In Millions of JDs)

tYear iTotal IGeneraliConstructioniIndustryiGrowth Rate |Share of

H y Comim.. yTrade Jand Land rand iof Credit iCredit to
H iBanks iSector i(Purchase iMining to Industry |Industry &
H icredit H ; rand Mining Mining in
; ' ! : ! V(%) ithe Total
; } H : H H iCom.Bank

H ; ' : H : iCredit (%)

I V2. v 3. : 4, : 5. ; 6. 17 = 5/2%100
11872 + 50.59 { 21.46 ! 10.67 i 4.65 - H 9.19
11973 L 61.82 + 25.08 | 14 .44 i 6.26 ) 34.6 : 10.12
11974 | 83.98  30.30 1 18.84 i 10.46 67.1 H 12.45
11975 1121.43 + 51.37 26.28 v 15011 44 .4 i

H H 3 ; : i ;

12.44

- M e T o e e w
N

- e W e W e

Source : C.B.J. Annual Reports - Various Issues
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1T
Operations of the Industrial Development Bank and
Its contributions to the Industrial Development
of Jordan 1973 - 1978

“Table 3.14 shows that during 1973, the Bank
app?EVed 39 loans totalling JD 1467.2 thousand of which JD
1419.2 thousand were extended to 35 industrial projects and
JD 48.0 thousand to 4 tourist projects. The Table shows also
éhat 46 .3 percent out of total approved loans for 1973 went
t& industrial projects and the remains (53.7 percent) went
to tourist projects.

It 1is clear that 86.4 percent of the amount of
loans approved for industrial projects during 1973 were for
machinery and remainder for raw materials, factory
construction and touriggﬁprojects.

In 1974 the Bank approved 37 loans amounted JD
1934.5 thousand of which JD 1554.5 thousand were extended to
28 industrial projects and JD 380 thousand were for 9
iourist projects. I£ is visible from the Table under review
that the percentage share of industrial projects and tourist
projects in the total amount of the»approved loans w;;e 80.3
percent and 19.7 percent respectively, 72.4 percent of the
amount of approved loans was for machinery, tourist projects
got only 19.6 percent.

In 1975, the Bank approved 41 loans with total
amount of JD 2536.8 thousand of which JD 2368.8 thousand

went for 39 industrial projects and JD 68 thousand went for

2 tourist projects.



Table 3.14

173

Outstanding Approved Loans by the Industrial

Development Bank classified by purpose .
Three Year Development Plan 1973 - 1975

e w WE me e W me W e W mm W e e e ==

(Fig. in Thousands of JDs)

) T ] 1972 4 1973 1974 1975
Industrial Projecﬁs { é E g
No. of Industrial Loans(l) g 21 % 35 { 28 g 39
Construction of Factories(2) g 60.0 é 64.5 % 153.0 % 412.0
Machinery (3) 203.5 1267.7 1401.5 1956.8
Raw Materials(4) 172.0 87.0 TNLA N.A
Total Outstanding Industrial ; ; ; ;
Projects(3) = 2+3+? 9 3 435.5 E 1419.2 E 1554.5 E 2368.8
Tourism (6) | ? 505.0 E 48.0 } 380.0 E 68.0
ggj“;;~};urist Loans(7) } 6 } 4 % 9 % 2
grand Total (8B) = 5+6 E 940.5 } 1467.2 E 1934.5 i§2436.8
Total No. of Loans (9) = 1+7 } 27 ' E 39 } 37 ? 41
Percentage share of Total ; E E ;
Industrial projects(lO)S/S*lOOi 46 .3 i 96.7 i 80.3 E 97.2
percentage share of total ; ; ; ;

E 53.7 5 3.3 5 19.7 3 2.8

$
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Tourist projects(11)=6/8%*100

Source

Column No. 10

-

Column No. 11

Industrial Development

Bank - Annual Reports.

as percentage of column 8

as percentage of column 8
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80.3 percent of the total amount of aproved loans

-~

went for machinery and 16.9 percent for construction of
factgfies and 2.8 percent for tourist projects.

The successive Jordan governments and Jordan
planners have realized the importanée of plgnning much
earlier than 1973. They have adopted planning Process as the
best way to achieve' over all economic and éocial
development. The Industrial Development Bank also works
hand by hand with the Plans and the planners in Jordan.
Looking at the Table 3.15 we can conclude that the 1I1.D.B.
has maintained a very low level of external finance in order
to meet some urgent needs, during the vears 1970, 1971 andx
1972 But;yhen the Three~Year Development Plan was launched
the Bank shouldered the vresponsibilities as other
iq;titutions in impleminting and achieving the Plan
pfogrammes and its targets.

’ In the vear 1973, the Bank external financing
reached to JD 275.9 thousand which have jumped to JD\i370.6
thousand at the end of 1975, a growth rate of almost 400
percent. from a growth of 83.9 percent in 1973 ovér 1972 to
222 Qercent in 1975 over the preceeding year.

The Table alsce indicates the depth of the Bank
involvement in the planning prossess in Jordan as it is the
only specialized credit institution extending finance for
industrial projects in the country on one hand, and the
vita} role Q%i&h it has to play during the implemintation of

the industrial projects of the Plan on the other.
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Table 3.15 : Industrial Development Bank — External Financing

(In Thousands of Jbs)

o
Year ) Amount Growth Rate
1 2 3
1970 ~ 150.0 ~
1971 ’ 150.0 0.0
1972 150.0 0.0

Three—~Year Development Plan

1973 275.9 83.9
1974 ‘ 425.5 54,2
1975 1370.6 222.0

k3

Source : 1.D.B. Annual Répoirrt ~ VArious Issues

Note : 1. External finance includes : Grants from Govt. and
‘ Semi—Govt.- bodies, foregin Loans and C.B.J. Advances.
2. Total of each vear is excluded of the C.B.J. Advances
o which have been discussed in other tables in this
thesis.

3. The 1.D.B.has started using funds raised from
"External sources" only from the year 1970,



1

As a continuatiqn of its general policy of

(.

-

widening the industrial base in the country, the Industrial
Development Bank has acquired larger share of the shares
floated by the industrial concernes in the - market "Tabel
3.16" in order to incréggg”the confidence of the private
investors in the Jgrdan industrial projects. By doing so,

;he investors will depend indirectly on the Bank to
supervise and to ensu;e the smooth functining of the
projects. The Bank investment in equity shares of the
economic projects has grown up from 1.5 percent at the “end
of 1974 to 142 perceant at the end of 1975,

The industrial Development Bank has helped
indirectly in the implemintation of the idustrial projects
as invesaged in the plan which shows beyopd doubts that the
Bank is shouldening its responsibilities, with full

effeciency towards the industrial development in the

kingdom.

Table No. 3.16 : Industrial Development Bank -~ Equity
Investment in Jordan Economic Projects
Three Year Development Plan (1973-1975)

(In Jordan Dinars)

Year 1972 1973 1974 1975

Equity
Investments 48137 120137 122012 295186

Source ¥-1.D.B. Annual Reports.

\



Industrial Financing and Industrial Developument
During The First Five—Year Development Plan 1976-1980

- e

The First Five Year Development Plan envisages the
achievement of a number of objectives through the pursuit of
certain policies related to the volume of investment and
financing methods on the one hand, and to organizational
measures aimed at increasing economic effectiveness on the
other. Tables 3.17,3.18,3.19 vreveal that the industry aqd
mining sector continued its steady growth during 1977.
Industrial income went up from JD 72.5 million in 1976 to JD
85 million in 1977, The industrial quantitative Production
index of major in&&ggfies (1975 = 100) increased from 129
points to 129.7 points in 1977, or 3 percent. This increases
is less than that achieved in 1976 and which reached to 25
" percent.

In 1977, the growth was basically achieved through
increase in Production of industries, especially those of
high relative importance such as phosphates, cigarettes and
iron, in addiiion to increaged domestic consumption, the
continuing improvemnt of export possibilities for industrigl
production, increase development efforts for the promotion
and growth of the industrial sector.

Table 3.17 gshows that the most major industries
have registered varying increases in their production.
Phosphaste—-production 1increased by 4 percent in 1977 as a

consequence of the increase in external demand. Other

information also available for other products for the same
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yvear. In contrast, there was a drop in the:production of
some other major industries such as Cement, Textiles, Fooder
and alcoholic drinks by varyving rates.

o In 1978, the indsutrial sector grew

satisfactorily. Income at current prices generated by mining
rose by 15.1 percent, from 19.9 million in 1977 to JD 22.9
million in 1978, while income from the manufacturing sector
\ decreased by 5.7 percent from JD 65.1 million in 1977 to JD
61.4 million in 1978. the index number for phosphate
production rose by 31.2 percent, from 131.2 points in 1977
to 172.1 points in 1978. This can be attributed to the
increase in the production'as a result of the growth in
external demand.

The index for the production of electricity also
rose by 22.6 percent from 124.5 points in 1977 to 152.6
points in 1§78, as a result of increased consumption of a
~electric power for all purposes, particularly by industry
and housing in addifion to the expansion of the electricity
network to more areas, especially rural ones. B

The index number for the production of chemicals
rose by 56.8 \percent. There was an increase in the
production of textiles and cloéﬁes, fooder and leather of
31.2 percent, 23.3 percent and 12.7 percent respectively as
a result of the increase in externaf and local demand. 1In
1979, the industrial production index number jumped by 18.1
pecent, from 159.2 in 1978 to 188.0 in 1979. This growth was

as a result of the expansion of domestic demand and export
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opportunities. The production of the main of gndustries

i
-~

{(Phosphate, Cement and Petroleum Products) as well as other
industries pickgd up, new industries were started and a
number of existiﬁg enterprises were developed and expanded.

Phosphate production increased puéhing its 1ndex
number from 172.1 points in 1978 to 209.9 points in 1979, an
increase of 22 percent, partly due to the commencement of
production in Al-Abiad mine and due to an increase of
exports. Electricity production grew‘by 31.1 percent as a
result of‘;ﬁgblying electricity in the country side, and of
the natural growth in demand for all uses.

In response. to the expansion in construction
activity, production of iron and cement expanded by 24.1
percent and 12.7 percent respectively. Production of food,

teﬁiiles and clothes, petroleum refining registered 57
perégaﬁ, 24.1 percent and 14.3 percent respectively.

On the other side, the production of chemicals
fall by 3.0 percent, lather-dropped by 16.3 percent and
fooder was almost stationery (—0.2) percent. Value added in
manufacturing and mining rosge from JD 84.3 million in 1978
to JD 102 million in 1979. .

In the year 1980, theAindustria} production index
rose to 232 from 188 in 1979, or increased by 23.5 percent.
Virtually all principal industries such as Cement, Phosphate
Rock, Electricity Paper and Card board and chemicals have
realised definite increases in production. This was made

possible due to vigorous local demand and improved export

opportunities.
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Table 3.17 : Industrial Production of Principal Industries
First Five — Year Development Plan
(1976-1980)

' : v 1976 4 1977 4 1978 1 1979 11980 |
iPhosphate (Dry) 1 000 11701.811769.412320.212828,113911.31
] i Tons i ; : g ; :
: . ! : : ! ' '
iCement + + 000 1582.4.1537.6 1553.0 1623.2 1912.7 1
; i Tons | } ; : - !
iPetroleum Products i 000 11145.011145.511396.611612.4:11760.01
: . i Tons : .o } : :
; H ' } H H : H
iElectricity i Mill 1386.0 1551.4 i1649.1 i842.1 :11051.4!
; i KWH | ' : ' H i
iIron i Tons 162379 (63819 165289 180961 :86173
1Textile _ 1 000 1915.5 1869.8 11140.911416.711641.2}
; - iYards | } H H ; :
iFooders i Tons 150933 142024 151841 51707 (47860 |
iCigarettes V Mill 12224.112464.312628.013414.1:4188.3;
H i Cig—~ | H } H : :
iPaper and Card Board | Tons 15361 015228.0:4620.0:7123.4!8774. )
i8ole leather and Wool | Tons 1162.5 1345.6 1197.9 1190.7 1103.0
iUpper %9ather ! 000 :2216.5:2526.8:2807 912448.912502.71
; DR 18q.ft | : 1 : H :
iSpirit ‘and Al~coholic | 000 16294.0:i5749.315654.117206.7:16776.11
H o iLitt. ' { : H :
iLiquid Batteries 1 000 3 47.0 3 51.0 ¢V 44.3 ) 62.9 1 6.3
' ' i Bat. | ; i : ' "
iDetergents i Tons i5026.6:5026.7:7047.2:10567.:15264.

Source : C.B.J. Yearly statistical series (1964 - 1983) Table 41.
i
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: Gross National Product at Market Prices 1976 - 1980

Table 3.18

(1976-1980)
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: The Index Number of Industrial Production
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.Phosphate, rock production index moved up by 38.4
percent, rising from 209.9 in 1979 to 290.4 in 1980.

The demand for housing led to a derived demand for
cement and iron, the production of which increased by 46. 5
peycent and 6.4 percent respectively. The overali
development momentum showed a higher levels of industrial
anghsgsidential electricity consumption. |

‘ The electrification of rural regions continued
during the final year of the Plan under review, thus total
electricity generated during the year increased by 24.8
percent. Chemical production index increased by 25.5
percent. Detergents and paper and card board production
increased by 44.4 percent and 23.2 percent respectively. |

On the other side, the production of fooderf
alcoholic drinks, leather have shown a slight reduction by
7.5 percent, 6 percent and 46 percent respectively. Value
added increased from ~JD 102 million in 1979 to JD 167.1
million in 1980, of the tétal income generated in th%s
_sector, thféughout the plan éeriod, the share of
*manufacturiﬁg industry was the major one.

One of the most important means of achieving the
goals of the First Five-Year Plan is to invest in\~economig
sectors and projects at a higher rate than those achieved in
the final vear of the Three Year Plan (1973-1975). Table
3.20 shows that the fixed inveskments duraing the plan per1od
are estimated at JD 765 million, of which JD 382 million

represent investment by the public sector and JD 383 million
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by the private sector. Thus fixed investments to GDP will
increse from 32 percent in the Three Year Plan to 36.4
percent in the First Five-Year Plan. PFlanned investment
riséd to JD 150 million in 1976 and JD 181 million in 1977
but declined gradualy afterwards to JD 125 million in 1980,
aue to the plan on a number of projects in the productive
sector, and on infrastructure such as airports and railways.
Table 3.20 : Share of Public and private Sectors in The
Total Investments of The First Five Year

Development Plan 1976 - 1980
(In Million of JDs)

1976 1977 1978 1579 1980 Total %

Share
Public Sector 76 86 80 77 63 382 49.9
Private Sector 74 95 86 66 62 383 50.1
Grand Total 150 181 166 143 125 765 . 100

Source : Five Year Development Plan (1976 - 1980) Strategy
: and Objectives — National Planning Council - P.78

i

Table 3.21 shows clearly the growing gap Dbetween
planned and actual income, where in no year. the aétual
e}ncome from industrial sector has reached  the plaﬁned
t%}éets. Although the planned figures were in progress over
the vyears of the Plan, the actual contribution of the
~jdndutry in the G.D.P. has continuourly declined ﬁ}th
increasing gap between the planned and actual performance of
the industrial sector.
This trend indicates that the expoected or planned
performance of the industrial sector was much higher than
what it should have been, and the planners have over

v

. estimated the performance of‘the industrial sector at t'ime

B
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when the Plan draft was under preparation. This gituation
may not reflect the same position in the field of f{ﬁancing
the industry ., Dbecuase commercial 'banks have financed
industrial projects in accordance with the Plan targets.
Table 3.21 : Performance of Industrial Sector During the
First Five-Year Development Plan 1976-1980

(at 1975 prices) :
{In Millions of JDs)

1976 1977 1978 1979 1980

Planned Income 67.0 84.0 95.0 114.0 144.0

Actual Income 53.4 69.7  73.4 80.7  91.4

Source : 1976 C.B.J. Annual Report 1977 : P. 140
1977, 78 and 1979 C.B.J. Annual Report 1979 P. 73
1980, C.B.J. Annual Report 1980 Table 45.

Table 3.22 tells wus that each of the  sectors
contributing to the G.D.P. had maintained relatively a
conztant share as there was no much change in each sector'é
percentage share in the G.D.P. over the Plan vears. Jordan
economy 1is characterized by the dominence of the services
gector contributing to the G.D.P. over other sectors
followed by mining, industry and agriculture.

‘ Mining and manufacturing sector has contributéd Jb
67.8' million in 1976 and reached to JD 167.1 million at the
end of 1980. Inspite of the high growth rate of the final
year over the first vear of the Plan, which stood of 146
percent, vet the relafive importance in the total seactors
contributing to the-mgfb.P. has remained more or less

constant as indicated by the Table . This reflects the

general improvements in other sectors contributing to the
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G.D.P, : .
Table 3.23 presents the vyvear-wise figures of

advances and loans to specialized credit Institutions by the
Central Bank of Jordan. It is clear from the table that the
Bank has granted increasingly a good volume of credit,
through discount and advances . to specialized credit
Iégiitutions. it is worth noting here that the reduction in
the growth rate or in the ratioc of advances is probably not
the difficulties of access to the C.B.J. by the Industrial
Development Bank, as the later holds a good amount of
rediscountable governement securities, bﬂt the reason for
this decline might have been the increase in cash reserves
where the Bank relied on its own internal sources in meeting
the demand for industrial credit. BAs shown by the Table
3.29, the external finance plays a vital role in the 1.D.B.
operations although _the growth was not increasing but in
absolute terms, there was a good increase in the amounts of

adyances to 1.D.B.

: Ty
"“Table 3.23 : Ratio of Outstanding C.B.J. Advances for the
' Banks and 8.C.1s8. to Advances and Rediscount
Facillities to 1.D.B. First Five Year Plan
1976-1980 ] )
{In Thousands of JDs.)

Yéaf C.B.J. Advances C.B.J. Advances Ratio OGrowth Rate

to Banks and to I1.D.B. of C.B.J.
S.C.1s. Advances to
1.D.B.

1976 11152 29968.9 26.9 56.7

1977 15211 3415 .9 22.4 13.9

.1978 17990 ) 3765.7 20.9 10.2

1979 17414 3488 .8 20.0 {7.4)

1980 21424 3958.0 18.4 13.4

Source : Source of Table 3.12
Note : Figures in Brackets Indicate Minus
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Table 3.24 shows that credit facilities granted by

commercial banks amounted JD 201.09 million at the end of
1977, an increase of JD 17.35 million or 9.4 percent. It is
worth noting, that this has been the lowest growth rate
registeggd since 1974. In the vears 1974,1975,1976, credit
facilitie;- registered growth rates of 35.8 percent, 44.6
percent, and 51.3 percent respectively. The reason for this
drop in the expansion of credit facilities was éhe
rationalization of economic activity and the policy of
tightening credit followed by commercial banks.
- Survevying the distribution of credit facilities
a&;ﬁé the various economic sectors, we observe that the
trade sector has received JD 81.43 million or 40.5 % of
Qotal credit facilities granted. Second in importance is;ﬁhe
sector of construction and purchase of land, which received
JD 33.83 million or 16.8 percent of total facilities.

Although the industry and mining sector was third
in this distribution, its share is still relatively low for
the second consecutive year, not exceeding JD 56.83 millﬁ6n
or 13.3 percent of total credit facilities granted by the

| At the end of 1978, credit facilities amounted JD
271.64 milliéh, a rise of JD 70.55 million or 35.1 percent,
gver 1977. It is worth noting that the growth or credit
during 1978 was four times as large as that of 1977. The
reasons for this were the increase in demand on.. the one

hand, and the fact that commercial banks have been very
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liquied, on the other. By distributing the credit
facilities among the varicus sectors, we find that the trade
sector has received JD 100.53 million., or 37.0 percent of

total credit facilities.
&

~.

-~

Second in  importance come the sector  of
construction, which received JD 65.91 million or 21 percent
of total credit, followed by industry and mining sector with
Jb 38.29 million or 14.1 percent. This shows that the
relative shares of the construction and industrial sectors
had increased at the expense of the trade sector.

In the vear 1979, the credit facilities sustained
a contihued growth as they did in 1978. That was a response
to the increased demand which reflected a fairly liquied
position. Aggregate—credit facilities rose by JD 111.9
million or 41.2 percent to reach JD 383.58 million against
an increaseﬂ‘of only JD 70.55 million (35.1 percent) in
1978.

Approximately 35 percent of JD 134.24 million of
credit facilities was scooped up by the trade sector, 22.7
percent of JD 86.9 million by construction sector against
21 percent in 1978, and 15.7 percent of JD 60.52 million by
industry and mining sector against 14.1 percent in 1978.
Thug construction and industry and mining sectors improved
their relative share at the expenée of the conventionally
dominant trade sector.

Credit from the commercial banks at the end of
1980, regchgd JD 460.76 million. This involved an increse of

20.1 vpercent as contrasted with a 41.2 percent for the
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Table 3.24 : Ratio od outstanding Commercial Banks credit to.
: Industry and Mining to the Total outstanding
commercial banks credit first Five~ Year
Development Plan - 1976 — 1980
{(In Thousands of JDs)
+ Year 1Total iGeneral i Const- {IndustryiGrowth rate Share of Credit !
H  Comm. 'Trade iruction iand 1of Credit tolto Industry & '
: ;Banks iSector iand Land Mining iIndustry & iMining in the H
: Credit i Purchase | mining tTotal Commercial.
H : ) H : % iBanks Credit :
S A S S - DA L5, 6. i 7. =(5/2)100 |
11976 1 183.74 1 81.61 { 30.86 | 22.14 | -~ H 12.0 ;
11977 . :\201.09 ! 81.43 T733.83 i 26.82 ! 21 .1 ; 13.3 :
11978 1 271.64 1100.%3 ¢ B6.91 | 38B.29 i 42.7 : 14.1 :
11979 ¢ 383.58 5134.24 i 86.92 | 60.52 58.0 ; 15.7 H
11980 | 460.76 1166.96 + 98.29 | 73.08 | 20.7 : 15.8 :
3 [ ] ‘ 1 t ] I .
C.B.J. Annual Reports Various Issues. e

Sources
H
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previous yeér. One third of this credit went to trade alone,

construction vranked next, receiving 21.3 percent of total
credit and 15.8 percent went to industry and mining.
Although credit facilities to industry and mining amounted
JD 73.08 million at the end of 1980, the growth rate of the
facilities declined from 58 percent in 1979 down to 20.7
percent. there awas a general decline in the growth rates of
trade and construction sectors at the end of 1980, (i.e.)
the growth rate of trade sector declined from 33.5 percent
in 1979 down to 24.3 percent in 1980. The growth rate‘ of
industry and mining in 1979 wAs 52.7 percent came down to

13.1 percent by the end of 1980.

T e

The share of credit to industry in the total
commercial banks credit maintained a causious share level.
It has increased from 12 percent at the begining of the
‘First Five Year Plan to 15.8 percent at the end of the Plan.
The sharp decline in the growth rate of credit to industry
is a larming one since this was absorbed by credit to other

sectors as shown in the Table.

Yok

Operations of the Industrial Development Bank and
Its Contribution to the Industrial Development of Jordan

4

Duying The First Five — Year Development Plan 1976 ~1980.

During 1976, the Industrial Development Bank
approved 74 loans amounted JD 3523 thousand of which JD 2615
thousand were extended to 65 industrial projects and JD 908

thousand to 9 tourism Projects. Table 3.25 shows that loans



for the purchasing of machinery has got the bigest share out
of the total loans for industrial projects, its sha}e was
65.7 percent while 8.47 percent were for factory
construction and‘25.7 percent whiie 8.47 percent were for
factory construction and 25.7 percent for toruism projects.

In the vyear 1977, the Bank approved 61 loans
totalling JD 4701.8 thousand of which JD 3926.8 thousand
were extended to 56 industrial projects and JD 775 thousand
ta 5 toruism projects. It is clear that 65.8 percent of the
amoﬁnts abéered during 1977 were for purchase of machinery
while 17.7% were for factory construction and 16.5 percent
were for tourism projects. Total investments of the projects
during 1977, were estimated to be JD 13.2 million.

During 1978, the Bank approved 54 loans with
total amount of JD 5147.5 thousand of which JD 3878.5
tho&ggnd to 43 industrial projects and JD 1269.0 thousand to
11 tourism projects. the table also shows that 61.6 percent
of the amount approved during 1978 were for purchase of
machinery, while 13.7 percent were for factory construction
and 24.6 vpercent were for tourism projects. Total
investments in the above mentioned projects were estimated
to be JD 46.4 million.

During 1979, - the Bgnk approved 47 loans totalling
JD 3796 thousand of which JD 3496 thousand were extended to
41 industrial projects, and JD 300 thousand to 6 tourism
projecfs. Total investments in the above mentioned projects

were estimated to be JD 14.1 million.



Development Bank Classified by Purposes First

Outstanding Approved Loans by the Industrial
Five - Year Developmsent Plan — 1976 ~ 1980

-
-

Table 3.25
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The Bank started as fros lst January 1980, financing raw
Material for' industry to help utilizing the full capacities
of the factories to activate their local and export sales.

€
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o During 1980, the Bank approved 56 loans totalling

~.
H

Jﬁ 6512.7 thousand of which JD 5290 thousand wefe extended
te 50 industrial projects and JD 1222.7 thousand to six
tourism projects. Total investments in the above mentoned
projects were estimated to be JD 30.4 million.

In the same vear I.D.B. started financiﬁg
purchases of raw materials for industry. Such step wouid‘
help in utilizing the full capacities of the factories and
activate their export sales. Number of loans granted for
financing' raw material were 21 loans amounting to JD 1.4
million. T

Tab}g 3.26 clearly briﬁgs out the continuous
increase in the amounts of external finance. The vear 1976
which was also the first vear of the First Five Year Plan
witnessed a growth of 106.3 percent over 1975. The Table
indicates a gradual increase in the external financing which
shows  beyond doubts the confidence of the foreign
governments and institutions in Jordan development
Programmes. In absélute term there was an increase from JD
2828 thousand in 1976 to JD 7939.3 thousand at the end of
1980, or a growth of 180 percent over the Plan period, but
vyear wise, the growth rate achived declined from 106.3
percent down to 6.8 percent. It is not areduction from the
importance of the external financing, but it might have been
a causious policy of the Bank administration to depend on
internal sources to meet the financial requirements of the
Bank's borrowers, and to cut down the interests paid on

external loans (borrowings) .



Table~ 3.26 Industrial Development Bank External PFinancing
During First Five Year Plan 1976 -~ 1980
{In thousands of JDs)

Year Amount Growth Rate
1976 2828.0 106.3
1977 4453.1 57.4
1978 5975.9 34.2
1979 7426.7 24.3
1980 7935.3 6.8

Source : I1.D.B. Annual Reports — Various lssues
Note : All Foreign loans are guarenteed by the Government of
. The Hashemite Kingdom of Jordan.

Table 3.27 indicates that the equity investments
of the 1.D.B. show a consistantly increasing trend. During
the First Five Year Plan alone it has grown from JD 4.27
million to JD 14.93 million showing a 71.14 percent increse
in five years. By entering the equity market the I1.D.B,

servies three purposes.

A. It gainfully invests the idle funds to meet the_\future
demands

B. Through 1Its participation in equity shares of avrious
‘énterprises it helps the new investors

C. It builds confidence in other financial agencies and
private investors to participate in the industrial
Qentures of the new companies.

A general look at the Table 3.28 shows clearly
that the I.DIB. has prefered medium term loana over the
long term loans and adopted this policy over the years of

the Plan (i.e.) 1976 to 1980.
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Table 3.27 : Industrial Development Bank - Equity
Investment in Jordan Economic Projectis.
First Five Year Plan - 1976 -1980
(In Jordan Dinars)

Year 1976 1977 1978 1979 1980
Equity 427907 530637 673962 929009 1493577
Investments
Source : IDB Annual Reports.

The number of medium term loans have increased
from 128 in 1977 to 179 at the end of 1980. this goes side
by side with-the amounts of loans which have increased from
JD 2831.0 thousand at the end of 1977 to JD 6683.0 thousand
at the end of 1980,

Taking the precentage share of these loans in the
total loans amounts. The percentage share of the medium term
loans have increased from 27.4 percent.in 1977 to 38.1
percént. in 1980. The opposite picture of the long term loans
can be seen from the table. It is noticeable that there was
a general decline in all aspects in the long term loans. The
number of loans has declined from 112 in 1977 to 104 1in
1980. Their percentage share also declined from 72.6 percent
to 61.9 percenf during the same period. This reflects the
policy of the Bank to concentrate on the medium term loans
which was against the wishes of the borrowers, but also
tells us that the 1.D.B. was much causious about the

repayments of its loans on one hand, and to force the

—

borrowers to be more serious about the performance of their
projects for which the loans were extsesnded and to avoid any

default in the payments on the other.
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SMALL SCALE INDUSTRIES AND HANDICRAFTS FU%D--

Small Scale Industries and Handicrafts Fund was
established in March 1975,10 aiminé at developing and
encouraging this sector of Jordan economy and to encourage
the expansion of the existing handicrafts industries through
the loans of the fund in order to enable them to purchase
the necessary materials and machinery which they need with
easy lending conditions and reasonable.interest rates, and
to extend the technical advise which helps them in
increasing their producivity and improving the services
which they provide and to increae their incomes.

From the Tables 3.29 and 3.30 we see that during
1976 BSmall Scale Industries and Handicrafts Pund approved
110 loans amounting to JD 169.4 thousand. 63 of the approved
loans were for projepts(located in Amman with the remainder
scattered 1in other Governarates. 65 loans or 67 percent of
the‘§<approved loans during 1976 were for carpentry,
constfﬁétion materials, iron and aluminium works projects

and 25 or 15 percent were for garments and Xknitting, the

remainder ~were for printing, photography, leather and
leather projects.

During 1977, the Fund approved 100 loans with
total amount of JD 169.20 thousand. B7 of the approved loans'
were for pr&jects located én Ammam, Zarqa, and Irbid while
the vremainder, for other Governarates. 70 loans or 73.7
percent of amounts approved during 1977 were for carpentry,

construction materials and irom works project and 14 loans-

10. The fund is managed by the Industrail Development Bank



or 10.5 percent of approved amounts were for garments and
knitting, the remainder were for other projects.

In the vyear 1978, the Fund approved 129 loans
amounted to JD 236.70 thousand. 109 loans were granted to
bo;rowers in Amman._Kggrqa and Irbid governarates, or 84.5
percent of the number of the approved loans. Carpentry got
29.9 percent of the total approved amounts, followed by
concrete products with 18.2 percent.

During 1979, and due to the increase in the cost
of setting up small scale industries and han@icrafts
projects, the Bank has increased the ceiling of the fund's
single loan from JD 3 thousand to JD 4 thousand of which 1
thousand may be allocated for the purchase of raw materials.
The: Fund approved during the year under review 109 loans
amounted JD 270.45 thousand. 49 loans or 45 percent of the
total number of the approved loans were located in Amman,
Zarqé and Irbid Governarates, the rest 1is for other
Governorates in the Kingdom. 68 loans or 63.5 percent of the
amounts  approved during 1979 were for metal working,.
carpentry and building ma£erials projects and 10 lcoans or
7.91 percent of the approved amounts were for food products:
projects such as bakeries, flouxr mills. While the resi of
the - loans weré granted for other projects as shown by the
Tablé. By the end of the 1980, the Fund approved 102 lcans
of JD 294 thousand, 61 loans or 56.7 percent of the amounts
approved during 1980 were for building materials, carpentry

and .metal works projects and 15 loans or 17.1 percent of
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approved amounts were for food products projects, while the
res£ of the loans were granted for other projects.
| From Table 3.31 we can see that the amount of
approved loans in 1977 were almost equal to that of 1976,
but the average value per loan was 9.8 percent higher than
that of 1976, inspggg_of the reduction in the number of
approved loans.
In the year 1978, amounts of approved laons were
39.9 percent higher than those of 1977, and the average
“value per loan was 8.4 percent higher than that of 1977.
By the end of 1979, amounts of approved loans were
14.2 percent higher than those of 1978 and the average value
per&loan of 1979 was 35.2 % higher than that of 1978.
»; In 1980, amounts of approved loans weré 8.7
peréent higher than those of 1979 and the average value peg

[

1oqﬁ was 16.2 percent higher than that of 1979. Between 1976

Table 3.31: Omall Scale Industries and Handicrafts Fund
Approved Loans and Their Average Amounts
F1rst F:ve Year Plan 1976-1980
(In Thousands of JDs.)

Year No. of Amounts of Average Loan
- Loans Loans Amount (JDs)

1 . 2 3 4=2/3

1976 . 110 169.42 1540

1977 © 100 162.20 1692

1978 . 129 236.70 1835

1979 109 270.45 2481

1980 102 294.00 2881

s

By

Source : I.D.B.Annual Reports - Various Issues.

and . 1980, although the average amount of loan hag shown a
subét@nti&l increase over the vears from 15.40 . te 28.81,

Ry
LN
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there has been no appreciable increase in the number of
loaﬂs advanced by the Small Scale Industries and Handicrafts
Fund. The»consistant increase in the average amount of loan
indicates tﬁgt this funding scheme and over all government
policy to promote the Small Scale Sector is showing good

results and the small enterpreneurs seem to have developed

greater confidence to invest in this sector.

INDUSTRIAL FINANCING AND INDUSTRIAL DEVELOPHENT DURIRG
« THE SECORD FIVE - YEAR DEVELOPMERT PLAN 1981 — 1985

Manufacturing and mining sector in 1982 witnessed
a wélear slowdown. Industrial production rose only
mafginally, by JD 8.2 million or 3.9 percent, over itg 1981
levél, compared with 23.9 percent growth in the previous
year. Industrial income came mainly from the manufacturing’
and extractive industries, which contributed JD 170.3
million and JD 46.2 mil}ion respectively. The industrial
production index of Principal industries rose by 3.3 percent>

t
to reach 143.8 points, against an increase of 16.5 percent’

S

in 1981. This sector wasﬂéharply hit by the negative effects
of the economic slowdown that started in eafly 1981. Thus
phosphate production rose only by 147000 tons or 3.4
pefcent, compared with an increase of 8.5 percent in 1981.
Phosﬁhate export earnings were JD 58 million in 1982, an
increase of JD 3.2 million, or 9.8 percent over 1981. Cement
production in 1982 declined by 176.3 tons or 18.3 vpercent,
whereas it rose in 1981 by 5.7 percent.\ The decline was

attributed to the low domestic demand for cement for
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construction purposes. Table 3.32, 1indicates that the

’S

Production of most manufacturing industries decreased in
1982, - including cigarettes and tobacco, textiles,
detergents, batteries and paper and cardboard, due to _
prevﬁcus over stocking, lower domestic and external demand
and | the competition of imports, while some other
manufacturing industries expanded production in 1982, such
an expansion was at lower rates than those achieved in 1981.
Irom' production and petroleum refining rose by 42.8 percent
and ~15.8 percent respectively. Against a growth of 56.5
percent and 20.7 percent. Electricity production increased
by 18.0 percent, compared with 11.7 percent in 1981.

“ The data 1in Table 3.33 indicates that GDP at
factor cost increased from JD 1083.2 million in 1981 to JD
1201.2 million in 1982. This represents an increase of 10.9
percent or JD 118.1 million, reflecting lover growth in all

economic sectors.

The lower growth rates of GDP at factor cost and
indirect taxes were reflected in GDP at market prices, which
"rose by 11.3 peréent. Thus GNP at in 1982 rose by 11.1
percent.

In 1983, the sector of manufacturing and mining
expanded at an acceptable rates. Income generated by
manufacturing and mining rose by 11.5 percent against 10.6
percent in 1982. -

Taﬁi;-3.34 brings clearly that the index numb of
main industrial products showed that the quant: of

Production rose by 4.9 percent against 3.3 percent i: 1ei2.

-



Table 3.32: Industrial Production of Principal Industries

Second Five - Year Development Plan

™~

';a..-:‘a

C.B.J.
C.B.J. Yearly Statistical Series 1964 - 1983
C.B.J.

Monthly Statisical Bulletin — Various Issues

i
@

1981 — 1985
CoT 1981 1982 1983 1984 1985
Phosphate (dry) - 000 Tons  4243.0 4390.5 4745.5 621;.1 6067?24
Cement 000 Tens 964.7 788.4 - 1269 2026.3 2022.9
Péfroleum Products 000 Tons 2126.0 2463 2499 2510.9 2423.9
Electricity Mill X.W.H 1174.9 1387.2 1699.9 1067 2154
Ircon Tons 1349.00 192700 209§bo 164900 198412
Textiles 000 Yards 1308 1124.5 1130.6 1314.5 2245
Fooder; Tons 55369 63606 60887 61.2 45.9
Cigarettes Mill Cig 4711.4 4613.7 4067.4 4341.9 3538
Paper_and Card Board Tons 15385.4 :14991.8 11926 17918 21086
Sole Leather and Tons 118.3 38.8 37.2 43.9 29.3
Wocl
_Upper Leather 000 Sq.Ft. 2107.4 2268.3 2334.4 2145.7 1837.8
Spirit and Alcohelic 000 Lit. 9005.8 9483.9 7158.2 7202 5547.2
Drinks
Ligquid Batteries 000 Bat. 57.3 40.4 36.5 50.1 49.6
Detergents Tons 18809.5 15265.3 12715 25451 15000
Sources Annual Report — Various Issues



Table 3.33 : Gross National Product at Market Prices
- Second Five~Year Development Plan

= G.N.P. at Market Prices

1981-1985
(In Millions of JDs)
1981 1982 1983 1984 1985
Agriculture Forestry 76.g— 83.8 105.4 65.8 118.7
and Fishing
Mining and Quarrying T -43 45 .4 37.9 56.8 62.6
Manufacturing 165.1 184.9 176.6 166.4 190.3
Electricity and Water supply 21.0 25.3 28.3 32.4 35.2.
Construction 110.6 121.9 126.8 127.0 114.1
Wholesale and Retail Trade 196.7 220.5 228.0 241.5 262.7
Transport and Communication 102.7 123.7 136.7 143.5 .146.7
Financing, Real Estate 151.7 149.2 133.6 144.5 154.7
and Business Services
Community Social and 19.1 24.7 27.2 36.3 46 .4
personal -Bervices
Less : Imputed Bank Services 13.0 17.2 22.2 25.0 33.7
Charges .

Producers of Govt. Services 191.2 218.5 232.0 238.4 264.0
Non—Profit Institution 15.8 18.2 20.2 22.1 24.0
Household Services 2.4 2.5 3.5 4.0 - 4.9
'Total Gﬁp_at Factor Cost 1083.1 1201.2 ;236.0 1283.7 1390.6
+ Net Indirect Taxes 123.1 142 197.5 206.3 215.3
= G.D.P. at Market Prices 1206.2 1343.2 1433.5 1490.0 1605.9
+ Net factor Income from 318.5 352.2 346.7 354.2 275.9
Abroad

. 1524.7 1695.4 1786.2 1844.2 1861.8

B~

Source : 1985 ~ C.B.J. Annual

Report 1987 -

P.97 Table (1)
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The GDP at factor cost continued its downward trend in 1983.
Thus growing at 2.8 percent against 10.9 percent in 1982,

It 1is to be noted that the growth rates of GDP at
market prices and GNP at market prices dropped from 11.3
perggnt and 6.7 percent in 1982 to 11.2 percent and 5.0
percegz‘in 1983 respectively.

in 1984, the industrial sector posted a
remarkable growth in 1984, with the index number of
industrial production rising by 14.6 percent against 4.9
percent in 1983. The increase in the value added in éhis
sector which vrose by 16.1 percent was a product of the
growth in variety of industries such as the petroleum
products, cement industry whose Production rose by 59.7
percent., production of paper and cardboard roge by 50.2
percent as this industrybecame more competitive due to the
higher prices of imported substitutes and the consequential
growth in domeétic demand for local products. On the
opposite side, there was a decline in the production of some
industries such as iron whose production fell by 21.6
percent and leather whose production was slightly less due
to the lower external deméﬁd and mounting competition from
imported substitutes.

During 1984, the Jordanian economy showed s8igns of
improvement as it started to steer away from ° the
recessionary track of 1982, This showéd the growth rate of

GDP at factor cost, which moved from 2.8 percent in 1983 to

3.8 percent in 1984, thus regching“to JD 1283.7 million. The

[
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Table also shows the change in the 1index of 1industrial
production during 1980-1984. The over all index increased
from 150.9 to 173.0 in 1984 compared with 1979.

The sluggish growth of indirect taxes obviously
depressed the growth rate of GDP at market prices, which
grew by 3.9 percent in 1984 against 6.7 percent in 1983.

On the other-side, GNP at market prices grew 3.6
peréent' against 5.0 percent in 1983. GDP at market prices
greﬁ' at 3.9 pé}cent against 6.7 percent in 1983. Having a
look at the Table 3.35, we can conclude the following
points.

1) The performance of the industrial sector in terms of its
contribution to the GDP has fallon short of what was
anticipated by the planners of the country during the Second
Plan  period. In no vyear except 1981 has industrial
production reached any where near the Plan targets. \
2) Ironically enough, while the planned figures indicate a
progressive performance over the yvears from 1981 to 1985,
theu actual contribution of industry has shown a constant
decline in the Second Plan period, with ever widening gap
between planned and actual performance.

3) This growing ’gap between the planned and actual
contribution of Industry 1in the GDP indicates that the
assumptions of the plan were unrealistic and the actual
conditions for the growth;of the industrial sector were far
lesg conducive than the planners thought them tovbei

4) Although figures for the annual sectoral distribution of

the Plan investments are not available. One can ask whether

13



Table : 3.34 Index Number

of Industrial Production

fa

[’

Second Five Year Plan 1981 - 1985
(1979 = 100)

1981 1982 1983 1984 1985
Food drinks and Fooder 115.9 111.3 102.8 116 .4 101.5
Cigarettes and Matches 140.4 139.8 119.6 131.8 167.7
Ciothesaé?d Textiles 94.3 81.8 96.3 126.4 167.3
Chemicalsv 133.7 138.7 131.8 172.8 165.2
Construction Materials 163.9 152.5 176.0‘ 177 .8 191.3
Electricity and Batteries 131.7 160.2 195.7 228.0 249 .2
Footweaf and Leather 102.6 58.4 104.7 107.0 108.7
Petroleum Refining 126.9 146.0 144.2 144.9 141.1
Phosphate 150.1 155.3 167.8 219.7 214.6
Paper and Cardboard 162.1 148.3 111.7 160.8 200.0
Overall Index 139.2 '143.8 - 150.9 173.0 173.6

Percentage Change 16.5 3.3 4.9 14.6 0.3

——

Source : C.B.J. vearly statistical Report 1985 - p.92

ez
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financing of industry showed the game gap as 1in the
performance? If it is not so, then the actual reasons
for the gap in its contribution lie in other policies and
not in the financial sector.
Table 3.35 : Performance of Industrial Sector Dring

The Second Five Year Development Plan

1981 ~ 1985
(In Millions of JDs)

1981 1982 1983 1984 1985

Planned Income 181.0 214.0 252.0 297.0 350.0

fEtual Income 187 .5 197.0 176 .5 176.9 171.7

Scurce : 1981 -~ C.B.J. Annual Report 1982 P. 91
. 1982 - C.B.J. Annual Report 1983 P. 140
1983 - C.B.J. Annual Report 1984 P. 135
198485 -~ C.B.J. Annual Report 1985 P. 129

Loocking at the Table 3.36 and the other relivant
“tables which we disscussed earlier in this chapter, we can
conclude that the services sector has enjoyved through out
the priod of our study (1964 - 1985) the highest share among
sectors contributing to the G.D.P. One point worth noting
here that almost all the sectors have also maintained the
séme percentage share over the same period.

The mining and manufacturing sector has maintained
almost the same percentage over the first four vears of the
Second Five — Year Plan, which brought this sector to. be
gecond in importance, construction and agricultute got third
and fourth respectively. '

To conclude we can say that the share of the total

directly productive sectors in the total G.D.P. has remained
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arround 39 percent through out the vears of the Plan,
bringing the share of the services sector to be arround 61
percent, and this clearly shows that the reasons for the
domenence of the service sector over others contributing to
the GDP have 'prevai}ed through out the period such as
chronic trade deficit and heavy reliance on external
financial assistance. The Promotional role of The Central
Bank of Jordan is to help in filling the existing gaps in
the credit structure by making a positive attemps. The need
for rapid industrial “development and the shortage of
investabie funds available for industries, made the C.B.J.
to extend muéh help to the I.D.B., Dbecause the commercial
banks are unwilling, generally to provide long~term
industrial finance on the grounds that they cannot invest
their assets in long-term investments, but from the- above
diséussion and from Tabel 3.37 we find that share of C.B.J.
in financing industrial growth is getting smaller year after
vear. This alarming situation can be explained on the
grounds that the I1.D.B. was financing 1its operations
internally, or the 1.D.B. was experiencing.a tight monetary
« position where it could not approach the C.B.J. for advances
against promissory notes given by the borrowers because the
former is following a selective loan policy. Ag indicated by
the Table 3.40 that the bank  is depending heavely on
external loans to finance its increasing demands for loans
and to meet the objectives as laid down in the Development
Plans. This can explain the decline in the ratio of C.B.J.
advances to 1.D.B. as well as the rate of such advances.

@



Table 3.37 : Ratio of outstanding C.B.J. Advances to Banks and

Specialised credit institutions to advances & facilities
Rediscount facilities to Industrial Development Bank -
Second Five Years Development Plan — 1981 -~ 1985

(In thousands of JDs)

Year Total outstanding Outstanding Ratio Growth
Advances of the c.B.J. . of 1.D.B.
C.B.J. advances to Advances
Industrial from
Development C.B.J.
Tt~ Bank.% -’
1. 2. | 3. 4=3/2%100 5.
1981 35503.0 7804.4 21.9 -
1982 65279.0 10353.3 15.8 32.6
1983 103555.0 11243.4 10.8 B.6
1984 128625.0 12626.6 9.8 12.3
1985 #7146281.0 13427 .4 9.2 6.3
Source : Table 3.12

Note 1) C.B.J. advances to the 1.D.B. (long -~ term liabilites) are

paybale within five vears and carry interest rate between 5.5
percent and 6.5 percent annualy. These advances are secured
by by pledging promissory notes submitted by the borrowers
of the Bank against the loans given to them.

2) New item iﬁ the liabilites side of the Balance Sheet of the

Bank under heading of "Current Liabilites" has appeares from
1982 under the title "Short - term advances from the Central
Bank" which represents short term advances from the Central
Bank of Jordan against Government Bonds discounted and
syndicated loans. It is worth noting here that at the end of
1981 the IDB has decided to participate in underwriting
operations of shares and bonds floated by the public share,
industrial and Tourism holding companies.



Role Of The Commercial Banks In Industrial Financing

Table 3.38 s8hows that the credit facilities of
commercial banks amounted to JD 721.32 million at the end of
1981, increased by 157.5 million or 27.9 percent over their
1980 level. In comparison the increase in credit during 1980
was JD 98.8 million or by 21.2 percent. The largest portion
of the credit went to trade resulting in & slight increase
in its relative sectoéaT”importance as credit receipient at
the eﬁd of 1981. The relatiQe importance of the
construction sector and industry and mining decresed form
32.1 percent and 13 percent to 27.9 percent and 12.4 percent
respectively. The commercial banks have shown particular
interests in providing long—term loans through paritcipation
in syndicated loans. The total accumulated volume of these
loans ' at the end'of 198111 amounted to JD 73.1 million as
compared with JD 43.5 million at the end of 1980.

At the end of 1982, thp credit facilities
(including syndicated loans) amounted to JD 887.17 million,
an increse of JD 165.85 million or 23 percent over 1981.

The largest share of credit went to  trade,
accounting -for JD 248.94 million or 32.1 percent of fotal
credit, compared with 31.3 percent in 1961. It was foilowed
by the construction sector, which obtained JD 216.75 million
or 24.4 percent of toal credit, compared with 27.9 percent
in 1981. Industry and mining accounted for JD 112.6 million
or i2.7 percent of total credit and the remaining sectors

acc&an&gd for 30.8 percent.

i

Sourve : C.B.J. Annual Report 1981, P.31

-~



220

Credit developments in 1982 were generally in line

-

with the government's objectives. The slowdown in credit was
configgg to the construction sector, which had attracted in
recent vears a relatively high share or total credit. On the
other hand, commercial banks continued to extend medium and
long—-term loans through syndicated loans and corporate bonds
issued on behalf of public shareholding companies.

The total cumulative volume of ayndicated loans
at the end of 1982 amounted to JD 92.25 million. More than
90 percent of syndicated loans were provided by commecial
banks. Total outstanding corporate bonds amounted JD 40
million at the end of 1982, compared with JD 15 million at
the end of 1981. T

The Dbalance of credit facilities reached JD
1030.92 million gs at the end of 1983, and thus it grew at
19.2 vpercent against 26.0 percent in 1982. This slow down
reflected the decline in the demand for credit under the
economic conditions -which have prevailed since 1982, In
terms of sectoral distribution of credit facilities, most of
the ' increase went‘to the construction sector whose share
went up by JD 54.59 million. The share or industry énd
mining was higher by JD 26.37 million. The share of trade
| droped by JD 8.29 million and thus thé felative importance
" of this sector declined from 32.1 percent of the aggregate
credit facilities in 1982, to 26.8 percent in 1983 which was
the lowest percentage since the early seventies. This shift

was in favour of the "others" particularly construction,
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industry and mining. It also reflected the success of the
monetary policy in controling credit and the drop in the
demand for credit facilities financing trade as a result of
sluggish trade activity.

The " outstanding balance of credit facilities
extended by commercial banks and The Housing Bank reached JD
1184.83 million at the end of 1984, that is an increase of
14.9 percent compared with 16.2 percent in 1983. In terms of
sectoral distribution, most of the increase in credit
facilities went to the construction sector whose share in
credff\‘facilities was boosted by JD 52.72 million and the
Industry and mining sector which got JD 30.82 million more.

The relative importance of credit facilities
extended to the trade sector declined from 26.8 percent of
the aggregate credit facilities in 1983 to 25 percent in
1984 while that of credit facilities provided to the
construction sector‘increased from 26.3 percent in 1983 to
27 .4 percent in 1984. It is wroth noting that the commercial
banks continued to pfovide mofe long term loans through
participaticn in syndicated loans. The balance of funds
loaned by commercial banks in this form increased by 21.4
percent during 1984 to reach JD 86.89 million as at the end
of the vyear.

\ The credit facilities provided by commercial banks
and The Housing Bank as at the end of 1985 totalled JD
1274.42 million, that is an increse of 8.6 percent‘mégainst
14.9 percent for %984. This reflects the flagging demand for

these facilities under the recessionary conditionsg and the

2

1



17!

tightening of\ lending policies. In terms of sectoral
distribution,- the indsutry and mining sector got JD 19.45
million followed by trade with JD 12.46 million out of the
total increase in credit facilities during 1983.

The relative 1importance of credit facilitiés
éxtended to the trade sector dropped from 25 percent . of ©
total c;é&it facilities in 1984 to 24.2 percent in 1985
which was a record low since the early seventies, the
importance of credit facilities provided to the construction
sector slid from 27.4 percent to 25.0 percent over the same
period. On the opposite side, the-relative importance of
industry and mining moved from 14.3 percent in 1984 to 14.8
p;;Eént in 1985. This was due to the dwindling demand for
credit which financed trade. It idis to note that the
commercial banks continued to provide long~term loaﬁé
through participation in syndicated loans. The balance of,
these loans granted by commercial banks in 1985 rose by 5.7
percent to. reach JD 91.83 million which represented 86.3
prercent of syndicated loans outstanding,

During the Second Five — Year Plan, an important
changes have Dbeen witnessed in respect of the sectoral
distribution of credit by banks. The share of industrial
sector in total bank credit has increased from 12.4 éercent
at the end of 1981 to 14.8 percent at the end of 1985.

Nevertheless, the industrial sector still has the
‘lowest share in bank credit. The expénsion in the share oﬁ

other sectors has occurred at the cost of industrial sector.



{In Millions of JDs)

.38 Ratio of Outstanding Commercial outstanding Banks Credit to
Industry and Mining in the total commercial banks
credit - second Five Year Plan 1981 - 1985

Total Commercial General Construction & Industry Growth Rate Share of
Banks Credit Trade Land purchase and of credit to credit to
Sector Mining Industry & industry and
Mining mining in the
total coamercial
banks credit
2 - (%>
2. 3. 4. S. 6. 7 = (525100
721.32 225.79 201.04 89.26 - 12.4
887.17 284.94 216,78 - 112.60 26.1 12.7
1030.92 276.65 271.34 138.97 23.4 . 13.8
1184.83 296.10 324.06 169.79 22.1 14.3
1274.42 308.56 331.57 189.24 11.4 14.8

C.8.J. Amnual Reports ~ Various issues
C.B.J. Annual report 1985 p.102 Table (18D
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Apparently such a situation means.a bad utilization ‘Sf
credit and the commercial banks may think that industrial
activity is regarded as less productive than other sectoré.
This means that the availability of bank credit to
industrial - sector has Dbeen disproportionate to igs
contribution to the economic development as indicated by
Table 3.36. The sectoral breakdown of credit did not show
any dramatic changes throughout the Plan period. Almost ail
the sectors have gradually benefited from the credifs
extended Dby commelc1al banks. The rapid change in
distribution of bank credit occurred from 1981 to 1983 with
total credit increasing from JD 721.32 million to JD 1274.42
million, but during this period of five vears, the share ;f

industry in total bank credit increased from 12.4 percent to

S

14.8 percent only.

Cperations of the Industrizl Development Bank and its
Contribution to the Industrial Development of Jordan Durlng
the Second Five-Year Developmasnt Plan 1981-1985.

Table 3.39 shows that during 1981, the Bank
approved 79 loans totulling JD 8245 thousand of which JD
7516 thousand were extended to 72 indsutrial projects and Jb
729 thousand.-to seven tourism projects. Number and totai
.amounts of loans for 1981 increased by 41 percent and 26;6
percent compared with 1980 respectively.

Total cost of the above mentioned ercjects is

‘esiimated to be JD 34.3 million. It is clear from the Table

that 58.8 percent of the approved loans during 1981 were for
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purchase of machinery while 8.2 percent and 24.5 perceént

-

were for factory construction and purchase of raw materiéls.
Tourism projects accoutned for 8.8 percent of 1981 appro&ed
loans. In the year 1982, the Bank approved 104 lodns
totalling JD 10307 thousand, of which JD 10038 thousand were
granted to 97 industrial projects and JD 269 thousand were
extended to seven tourism proﬁects. Number of and total
amounts of loans for 1982 increased by 31.6 percent and: 25
percent compared with 1981 respectively.

The total cost of the above mentioned . projects
was estimated to be JD 63.1 . The Table shows that 60.4
© percent "of-approved loans during 1982 were for the purchase
of machinery while 17.6 percent and 19.6 percent were 'for
factory construction and purchase of raw materials Tourism
Projects accounted for 2.6 percent of 1982 approved loans.

During the 1983, the Bank approved 98 loans
totalling JD 8444 thousand of which JD 8226 . thousand were
Extended to 94 industrial projects and JD 218 thousand-:to
four tourism projects number and total amounts of loans for
1983 fell by 5.8 percent and 18 percent compared with 1982
regspectively. The total cogt of the above mentioned projects
was estimated to be JD 28.3 million of which JD 14.1'millibn
were for the construction of Sahab Industrial Estate. 38.6
percent of the approved loans during i983, were ‘for thse
éuchase of machinery, 15.2 percent for factory construction,
while 43.6 percent'were for the purchase of raw materials.

Tourism projects accounted for 2.6 percent of 1983 approved

—

laons.
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'Table 3.39 Outstanding approved loans by the Industrxal
Development Bank Classified by purpose — second
Five Year Development Plan - 1981-1985.

(Figures in Thousands of JDs)

1981 1982 1983 1984 1985°

" Industrial Projects

\Np. of Industrial Loans (1) S 72 97 ‘2_ 94 76 118

Construction of Factorles (2) 667.0 1788.0. ‘1288.07 820.0 1280.0
-Machinery (3) _ 4829.0 6230.0 3259:0- 2000.0 4210.0
Raw Materials (4) . éOé0.0 2020.0 L‘3679.0 3308.0 1770.d

Total Outstanding Industrial 7516 .0 10038 8226.0 6128.0 7260.0
Projectsx(g) = 24-3+4 .

Turism (6) o ~  V’729.0 569.0 - 218.0 987.0 220.0

No. of Tourist Loans - . 7 7 ' 4 9 11

Grand Total\(B) = 5+6 ~~ 8245.0 10307 8444.0 7115.0 7480.0
"_Total No. of Outstanding 79 104 98 85 129

Loans (9) = 1+7

Ratio of Total Industrial = 91.1 . 97.3 97.4 - 86.1 87.0
‘Brojects loans to the -

total Approved Loans - ”

(10) = 5/8 : ,

" Ratio of total Tourist 8.9 2.7 2.6 . 13.9 . 3.0
Projects to the Total - o
“Approved Loans(11) = 6/8

~ Source : I.D.B. various issues.
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o In the.Ayear 1983, the Bank "has taken several
measures with the aim of helping industrial and tourism
séétor to overcome difficulties they faced as a result of
_ecépémic circumstances prevéiied in 1983. These measures --
include re~scheduling of loans or due amounts extending
loans- for settlement of suppliers’ credit. reduction of -
interest rate, and commission on its ioans including those
for raw materials by 1.75 percent.ta 3 perqént and the
establishment of a fund for technical assistance to finance
studies to be carreid out on indsutrial projects facing
basicv'structurgl'problems and execute éppropriaﬁe solutions
thereof. ) | ‘

- o During 1984, the Baﬁk approved 835 loans totalling
JD 7115 thousand of which 76 loans totaliing JD 61%3
thousand were granted to industrial projects and mine }daﬁs
amounted to JD 987 ‘thousand ~were granted to tourism

prbjects( Number and total loans for 1984 fell “by. 15.3

PO
LY

pefcgnt anq 18.7 percent cdmpared with 1983 respectfvelf‘
. Total cost of pfojécté'financed-dﬁriné the year
was"egtimatedt at JD i2.8 million, ’ Zérpercanta§f- apérovgg
lpans,.during 1984 were forltbeipurcﬁaéeibf» Wachineryﬁ,anﬁ
45;4,percent were for theﬁpucﬁ&ée‘of raw maﬁerials.l»Tourism
Projeéts ~acgoﬁnted fof 12.9’p§rcent3qf the~§pbroved ~ioaQ§_
during 1984. | N |
During 1985, the Bank approved.129 loans totalling
JD 7480 thousand of which 118 loans with total amount of JD

7260 . thousand were extended to industrial projects and 11



loans amounted .JD 220 thousand weré' gran;ed to tourism

1]

préjecté. Numbef .and total .loans increased by 51.7 percent

~and 5 percent respectively over 1983;
‘ Total cost of projects financed during the vyear
~was  estimated. at JD 19.8 million. 57.9 percent of the
approved loans during 1985 were for the purchase of
machinefy and 29.3~perdent with purchase of raw materials.
Tourism AprqjectS‘accounted for 2.9 percent of the apprévéd

.loans in 1985.

Table 3.40 exhibits the external financing of the 1.D.B.

from which we can conclude the followings : -

~

1) During the second Five-Year Plﬁn (1981 — 1985) the
deéandence of the Bank on "External Financing” has beén
quitél substantial in absolute terms over the Plan .years,
, exceét in 1985 when it showed a marginal decline over the

previous vear. In relative terms, however the growth per

~,

[
4

year hés been much less compared to the First FIve~Yéér Plan

period and the years Dbefore that..

2) This heavy dependence on "External Financing" was
perhaps due’ to the inability of the Bank to  Process and
clear the outstanding commitments or the recovery'process of

Previous advances was slow,

3) . The Bank should adopt ways to raise internal financinp
through various means, if it has to survive as a sound and

- - . . 4 .
viable financial entity-over a long period.
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TABLE 3.40 Industrial ‘Dévélopment Banks External
) . Financing During Second Five-Year

Development Plan 19811985
(In thousands of_JDs)

Year Amount " Growth Rate
1981 9768.8 . 23.1
1982 : 10394.3 6.4
1983 ) 11732..7 12.8
1984 12496 .5 6.5
1985 12322.4 (-1.4)

Source : 1.D.B. Annual Reports -~ Various issues

mee—

-Note : Figure In The Brackets Indicate Minus

Table 3.41 covers all the five years of the Second F#ve—

'Ygar Plan. It indicates that over the period 1981 to 1985,

m;dium term financing has found greater Preference Dby the

Bank and the borrowers. The number of these loans ha?e‘
increased from 226 in 1981 to 399 in 1985 and there was a

reciprocal increase 1in the amount of'ioans for the same

period. Long term loans have declined from 92 in 1981 to 76

" in 1985 and the Table shows clearly a decline in the amount

of loané over tﬁe périod‘under review. . - |

| ‘ ﬂooking at column No. 8 of-the_aame Table which

cleérly brings out the gradual rise in the share of medium

term loans in the total loan amounts, (i.e.) from 53.8

percent inﬁlééivto 67.1 percent in 1985. On the other sidé,
column No. 9 of the same Tabie shows the gradual -negative
shift in the share of the long-term loans in the total loan
amounts or from 46.2 percent in 1981 to 32.9 percent in
1985. During the Second Plan period, there seems to be a

deliberate policy in shifting against the long — term loans.

[ .
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This fact is clearly indicated by a sudden decline since

1981 in the percentage share of the long—term loans in the

total_‘loaniﬁé of thq I1.D.B. and also the steep fall in the .

_ ngmbef of aéproved loans in the éategdry.

It is obvious that borrowers. normally prefer long-
term loaning. But the complete shift in. favour of the meéium
ter& loané that we witnessed after 1981 is indicative qf the
fact that the projecfs by and large were either technically
not&\;ery sound or the credit worthéness of the prospective
borrowers low. Where the project is not fully sound and
viable in aii respects, the financing institutions became .

concious of securing their funds and prefer short or medium

terms loaning rather than long-term financing.

SMALL . SCALE INDUSTRIES AND HARDICARAFTS -
FUND RHD ITS ACTIVITIES DURING THE SECONRD,
FIVE - YEAR PLAN 1981-1985
In 1981, the Fund has approved 184 loans of JD
569.2. thousand. Number‘gad total loans approved increased by
80 percent and 93.6 percent compargd’ﬁith 1980 respectively.
51 loans or 30.2 percent of amounts approved during the year

were for building materials and 39 loans or 18.8 percent d:

approved amounts were for carpentry projects, while the rest

of the loans were granted for .other projects Ammanxﬁés got
102 loans or 57.95 percent of the tota{ lqdn amounts. During
1982 as indicated by ihe Table 3.42 and 3.43 the Fund
approved 227 loans amoun;ed JD 699.3 thousand. Number of

loans and total amounts increased by 23.3 percent and 228

33
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and

percent as respectively compared with 1981.

42 loans 5;\w18.4 percent of amounts approved
during 1982 were for building materials and 47 loans or 18.1
percent of approved amounts were for carpentry projects,
while the rest of the loans were granted for other projects.

In the vear 1983, the Fund approved 261 loans,
totalling JD 774.1 thousand. Number of loans and  total
amounts increased by 15 percent and 10.7 percent compared
with 1982 respectively. 49 loans or 17.5 percent of amounts
approved durign 1983 were for carpentry projects and 43
loans or 17.8 percent of approved amounts were for building
materials while the 1rest of the loans were granted for
other projects. During 1984, the Fund approved 188 loans
totalling JD 491.4 thousand, Amman and Its suburbs accounted
for 53.27 percent of total amounts approved during the yvear.
The rest of amounts approved were granted to projects
located in other areas. 18.8 percent of the loans sanctioned
during 1984 were for metalworks followed by 18.2 percent for
maintainance workshops while the rest of the loans were
granted for other projects such as carpentry, building
materials, food products and printing.

The number and amounts of loans approved during
1984, were lowers by 38.8 percent and 57.5 percent compared
with those of 1983 respectively.

In 1985, the Fund approved 417 loans amounted JD
1273.9 thousand Number of loans and total amounts increased
by 121.8 percent and 159 percent respectively cowmpared with

1984. Amman accounted for 57.85 percent of the total amounts

5
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aproved during the vear. The rest of the amounts approved

were granted to projects located in other areas of the

Kindgom.

The Fund also included more crafts to its lending
Progy amme and reduced interest rate on its lo§ns by 1.5
percéht down to 6.5 percent annually. 21.2 percent of loans
sanctioned during 1985 were for food products followed by 15
percent for maintainance workshops. The rest of loans were
granted for other projects such as carpentry, metal works,
photography and other crafts.

Analysis of the Table 3.43 approved loans by tﬁe
Small Scale Industries and Handicrafts Fund shows that
invariably the largest share of the loans sanctioned by it
has gone to Amman, Irbid and Zarka. The three most
industrialized and porulated Governarates in the Kingdom, iﬁ
1981 Amman share was 57.95 percent, Irbid's 15.03 then comes
Balga with 13:i4 percent. By the end of 1980, the share of
-Bnman was static put that of Irbid shot up to 23.10 percent.

The Fund, through the policy of I.D.B. has made
little changes in the regional concentration of .assistance

as evident from the Table under review.
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