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Demographic Growth and Distribution

Population in Jordan is characterized by a high annual growth rae. which
reached 3.9 during the period 1980 - 1985, Of this growth, 3.4% was due
10 natural increase and 0.5% 1o net migration from and to the Easy Bank
The estimated Population of the Easy Bank in 1985 was 2.67 million. Age
composition showed z high percentage of young people (15 years angd

» who in 985 constituted 509 of the toral Population apg
contributed to a high dependency ratio :

of 1:5 and anaverage family size of
Seven persons. These two factors had an adverse effect on average
household Incomes and savings, They also necessitated increases in
Government spending on education, health and basic infra-structure,
Another feature js uneven demographic distribution. In 1985, the Amman
and Zarqa governorates. with only 20% of the to1a) area of the kingdom_
had 56% of the Population, while the

Ma’an governorate, with about half
“the area of Jordan, had a mere 3.5%.

Manpower

Jordan is ar once an importer and txporter of labor, |In 1985, the to1a]
labor force was estimated a1 645 thousand, of whom 143 thousand, or 226¢;

Were guest workers. The number of Jordanians working abroad wys
estimated at 339 thousand,
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3. Education and Vocational Training

The educational system in Jordan 1s characterized by a high rate of student
enrollment at the educational levels. In 1985, the enrollment rate as a ratio
of the total population was 34.2%, with 864.000 students. Ofthese,75.5%
were enrolled in government schools, 15.8% in U.N.R.W_A. schools and
3.7¢% in private schools. Community college enrollment was 32 thousand.
\t the umversitv level, there were 26 thousand students in Jordaman
unmiversities, and about 30 thousand abroad. A noticeable teature has been
a continuous increase in the number of women students - to about halt the
total student population. The illiteracy rate tell from 34.6% in 1980 to 28%
in 1985,

Despite the ecnormous increase in community colleges and course
ferings. umversities and community colleges are still unable to cope with
the high demand tor higher education. Shortages are still evident ot
rraduates in the pure sciences and in certain skills required bv the

[evelupment process.

Likewise, there has been sigmiticant expansion in vocational traiming,
involving a dramatic rise in the number of trainees and a quantutatve and
qualitative growth in vocauonal training insututons. During the period
1981 - 1985, about 12 thousand trainees were cnrolled in vocauonal
tramning programs, mcluding agriculture, industry. hotel services and
home cconomics. On the negatve side, there are financial and human
constraints, 4 continued emphasis on theory and a general inability to meet
the technological requirements ot industry.

3

[I. Natural Resources
1. Water

ey e

Scarcity of water resources and vulnerability ol supplies arising from a

fluctuating climate are the chief characteristic features of this important

sector. The average annual rainfall in the East Bank is around 8000 cubic

meters, out of which 85% is lost, through evaporation and other means.

4 leaving only 15% for utilization. In addition, less than half of all available

28 water is actually utilized, whether for industrial, agricultural or domestic

' purposes. Thisis due to the inadequacy of water prospecting studies and to
the relatively small number of dams.

Moreover, the general insufficiency of ground water studies in the various
5. regions and the relative remoteness of water sources have contributed to
4 unnecessary increases in capital and operational expenses. As a result, the
highland areas continue to be dependent on rainfed cultivation.

Other problems include inefficiency of water use due to extensive loss from

aging networks, and irrational utilization, largely due to the fact that

pricing is well below water and sewerage costs.

[

Energy

Solar energy, which at present is the only domestic energy resource in
Jordan, is utilized on a modest scale. Technical and economic feasibility
studies are under way for the possible exploitation of oil shale and
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agricultural sector on foreign labor has increased to 57.6% of total workers
in this sector and 14.1% of the enure labor force in 1984.

Avoidance by farmers of rainfed agriculture and their preference for
irrigation systems has raised fruit and vegetable cultivation to
unprecedented levels and led to marketing bottlenecks. This has
necessitated a reconsideration of cropping patterns and the imposition of
production controls consistent with demand in the domestic and foreign
markets.

The value added in the miming and manutacturing sector accounted for
16.4% of GDP and absorbed 9.9% of the total labor force. The sector 18
characterized by concentration on a few large capital-intensive industries.
Phosphate and potash works are the principal activities of the mining
industry. Large-scale manufacturing industries include cement, fertilizer
and refined petroleum products. [n additon. there are a number ot
intermediate and light industries as well as small private-sector
sstablishments concerned with the production of foodstutfs. building
materials and detergents. The sector as a whole continues 10 suffer trom
the small size of the domestic market and from weak torward .and
backward linkages within industry itself and with the other sectors. [ti1s
also heavily dependent on imported raw and other materals. These
factors combined have resulted in a low ratio of domestic value added to
the gross output of the sector.

The construction sector achieved remarkable growth during the second
half of the Seventies and early Eighties. Consequently, its contribution to
GDP rose to a high9.2%. The sectoremploys 15.7% (half of them foreign)
of the entire labor force. However, it suffers from weak management and
recurring financial problems. The role of foreign institutions is still
significant in this sector due to the relative weakness of national consortia,
by domestic preference for civil engineering works, and limited expertise
in planning, programming, pricing and follow-up. Given these factors, the
sector has failed to create a construction-export capability.

The services sector continues to occupy a prominent position. [taccounts
for 61% of GDP and absorbs approximately two-thirds of the entire
Jordanian labor force, besides employing about one-third of imported
labor. The structure of Jordan's economy is dominated by the unusually
large role of the services sector in GDP and employment. Several factors
have contributed to this dominance, including Jordan’s geographical
location and its attendant large involvement in transit trade, the large role
of external official transfers in financing Government expenditures,
especially defence, and the high dependence on external trade to meet
consumption and investment needs.

These factors have also influenced the composition of the services sector
itself. Transportation and communications and financial services account
for a larger share than those of Government services, defence and trade,
although each of the last two still contributes a high 30% of the gross
product of the services sector. On the other hand, in 1985 the share of each
of transportation and communications, and finance, in the total value
added in the services sector, amounted to 17.6% and 23% respectively.
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Consumption and Sa vings

Remittances by Jordanian workers abroad.
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External Trade

External trade plays a vital role in the national economy. In 1985, the total
value of imports and exports of goods and services 1o GNP was 119.77.
This ratio would rise to 152.6% if remittances by workers and income from
investments were added to the imports and exports of goods and services.

Jordan's cconomy is characterized by a chronic deficit in the balance of
rrade. However, the surplus in the balance of services has had a mugaung
effect on the overall position of the balance ol payments. Whereas in 1985
the deficit in the balance of trade was JD 762 million (417% of GNP), the
surplus in the balance of services was JD 374 mullion (209 of GNP). The

resultant balance in goods and services was i deticit ol JD 388 milhion. or
21% of GNP.

While exports ol services are the major part of national exports,

Jccounting lor dbout GOYF ot the total value of exports ol 200ds Jnd

cervices n 1985, commodity imports constitute three-quarters ol the total

ervices. As for the composition ol

dluce i imports ol 2oods and

commaodity imports, ol Cpresenis ne lth., cquipment and machinen™

about a gquarter and toodstulls about i)

Jordan’s export pattern is charactenzed by a high degree of concentration

on specitic commodities and destinations. Phosphates and potash make

4p 4 major portion ot national exports. accounting tor JD 128 million in

1984, or about 30%¢ of all commodity ¢Xports. Exports of citrus and other

fruits. and vegetables, amounted to 1207 . while the balance was made up ol
industrial products such as pharmaceuticals, plasucs and pamts. As tor

destinations, in 1985, 51.5% ot Jordaman exports went 1o other Arab
countries. while 26.27 went to India and the socialist states.

(n general, Jordan’s industrial exports have a low domestic value added
component. Hence any increase in the éxport of certain manutactured and
processed goods requires a parallel increase in the import ol raw materials
and intermediate goods.

Public Finance

Public finance is characterized by persistent overall budget deficits. Domestic
revenues remain lower than current expenditures. although the ratio improved
from 67.3% in 1980 to 79.6% in 1985. Consequently. the overall budget deficit
ratio to total Government expenditures fell from 19.5% in 1980 to 13.5% in 1985.
As a proportion of GDP at market price, it also declined trom 11.2% in 1980 to
6.8% in 1985.

Tax revenues in Jordan depend to a large extent on indirect taxes, especially
customs duties. and to a lesser extent on direct taxes. In 1985, indirect taxes
accounted for 58.3% of total domestic revenues and 82% of total tax revenues.
Customs duties accounted for 39.4% of total domestic revenues.

Despite the noticeable growth in direct taxes. their ratio to total domestic
revenues remained as low as 13% in 1985. Its ratio to GDP at factor cost was
only 4% in the same year. Despite improvement in the methods of tax
assessment and collection during the first half of the Eighties, the narrow tax
base as well as numerous exemptions have inhibited any significant rise over the
vears in income tax receipts. '
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Expenditure on defence and Security is one of the major jtems of Governy
expenditure. |p 1985, it constituted 34.29% of total current expendityy
Expenditure on financial administration (i.e sy bsidies and interest on the
debt) accounted for 31.3%, while €xpenditure on socjal Services
health and educational Services) amounted to 17.3% of total
€xpenditures in the sa me year. As for capital expenditures, modest INCreases in
absolute valyes have been recorded in comparison with current expenditures
resulting in z gradual decline in the ratio of capital €xpenditures, 1o tota)
Government expenditures from 40% in 1980 to Jess than 349 i 1985.

Because of deficits in the current account, the financing of capital €xpenditures
relies heavily on foreign aid and loans. Resort 1o domestic borrowing is stil]

limited, and the value of the outstanding internal Public debt at the eng of 1984
as JD 374.4 million_

The general budget is not comprehensive, in thay jt does not include thebudgets
of autonomous public insziLutions.municipalitiesor local councils, The financia|
operations of the entire public sector, Inclusive of || transfers among the
different institutions as well as to and from the Central Government. have yet 1o
be compiled ang presented in a suitable form to show explicitly al] financia]

Money and Banking System

The banking system has been among the most €Xpansive sectors of the economy
during the Jas ten vears. However. jp still suffers from Certain deficiencies,
including the narrowness of money markets and of the secondary market for
money instrumen;s (such as government and corporate bonds) as well as the
inadequacy ang short terms of INStruments in curreng yge. The sector aiso suffers
from the fragility of tjes between banks on one hand and specralized credy
Institutions on the other, as shown by the weak flow of funds between them.

Direct dealings 4mong commercial bank. themscelves are stll imuted . 4« shown
by the fact thay Inter-bank deposits did hotexceed 7.20 of 1014 deposits in 1985

The bulk of transacuons by banks and financia] Interme

diaries js concentrated
on credit facilities. mainly in Amman.

The same applies 1o speciahized eredy IMsttutions. with

exception of 1y,
Housing Buni,

As for interes: rates, they are subjeer 1 NgId pohicies which do not alw HAE
respond 1o domestic cconomic needs o contorm wih mlernationy| Fale:
Although the structure of interes; rates prevalent in the domestic marker during
the second half o1 1985 wus in conformuty with world Interest rates, in mosy other
cases they were noliceably Jower than corresponding worl| rates. This has
resulted in an Increased outflow of money and in reduced domesic Savings and
Investment,
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