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A. Background

L..EAID/Jordan has previc::usly c:onducted assessments of the Jordanian
financ:ial sector and the formal equity market in the country. The
present assignrrent was intended to evaluate the informal mett"Cds used by
the Jordanian private sector to raise eQuity c:apital, to finance
c~raticns, to identify c:onstraints in the presC'nt system, and to
recormend ~lic:y and legal c:hanges to enhance' .he flow of equity capital
to private b.Jsiness. Furthermore, tt-e assigrment was intended to
s;.:ggest al temative ways in which LJ5AID c:ould enC:OJrage a more efficient
and higher flow of equity c:apital to private business.

B. Strategy and Scope

Tt:e strategy follOlNed in c~duc:ting tt-e study enc:ompasses the following:

* A definition of tt-e identity of all potential users of equity
f inanc:ing in the Jordanian ec.O-lomy.
* A definition of the identity of all potential providers of
equi ty financing in the Jordanian economy.
• An examination of the existing linkages between the users and
providers of funds.
* An analysis of the c:=nstraints fac:ed by the users of equity.
• An analysis of tt-e c:c:nstraints fac:ed by the suppliers of equity.
• Financial sector-specific recommendations to increase savings
mobilization to equity investment.
• General recommendations to c:reate new opportunities for equity
financ:ing.

Appendix A contains a copy of t:-e Scope e1 Work.

c. Staffing

TI'-e services of Mr. Ihab Lutfi wen~ aC:Cluired as a c:c:nsul tant to carry
out this assignment. Mr. Lutfi is the fermer Chie1 Executive Offic:er of
tl'-e Jordanian Tecmology Development Fur.d (J'TtF). Prior to the
termination of the JTDF, tl'-e organization acted as a project development
organization and as an investment fund. The c:c:nsultant received
assistanc:e from Mr. Khaled Al-Naie1 of USAID.

The projec t was or.i gina 11y intended to inc Iuee the services of two
experts from Pric:e Waterhouse, and to extend fer a duration of five
weeks. This, h:lwe....er, did not materialize and tt-e project time frame
was extended by 10 days •

..
~ .'



D. Report Organization

Sec:tiO'"'l O"le of this report presents an assessment of tl'"e existing equity
"system" in Jordan. This includes an analysis of the p::)tential users
and providers of equity, and the current linkages betl.oE'en the two.
Secticn TlI'IoO provides an analysis of ccnstraints faced by beth users and
providers o'f equity. Section Three ccntains specific and general
recommendations to enhance the flow of equity capital to private
business.

ii:'



s:I:TIGJ CI'E: 1l£ EXISTIN3 S'tSTEJ"I

The e><isting equity "system" in Jordan has three major c:onpc::nents:

A. Users of funds
8. Providers of funds
C. Linkages between users and providp-rs

This section identifies t~e users and the providers of funds, and
projects a general profile of eac:h. It also examines t~e existing
linkages betliEen tre tli\O c:omponents of the system.

For the p..1rpcses of this study, "users of t~e funds" are ei t~er
entrepreneurs or C:011panies, striving to secure either grOolth or
diversific:ation (hcrizontal or vertical).

1. EntrEpreneurs

In Jordan, there are basica~ly two types of entreprer.eurs: eit~er t~ey

are affluent and/or well"""t:::nnected, or else they are less a1fluent
and/or not well-c:cnnected. Al though there are obviously s~des of
progressicn between these t~ extremes, this distinc:tion is nevertheless
important because it affects not enly the potential scurces 01 risk
c:apital and the methods used by the individual entrepreneurs for raising
c:api tal, but it also affects t~e c:cnstr-aints they 1ace. Tl"ese two types
of ent~epreneurs, and tt-eir methods of operation, are diso:ussed furtJ-Er
iii Part C, "Linkages", of t~is Section.

2. Canpanies

TJ-e Jordanian Company Law of 1989 allO\lS five legal forms 01 c:ompanies
to operate in Jordan. TJ-e five forms are: partnership, limited
partnership, limited liability c:ompany, partnership by shares c:ompany
and p..1blic: sharet-clding c:ompany.

A partnership Ci',j' be forrred between a minilTUlTl of two and a ma><ilTUlTl of
twenty natural persons. Partnerships are allOlEd to c:arry on trade
activities and individual partners are liable for all debts of the
c:ompany.

In a 1J:mitEd Pdrtnership tl'"€'re are general partners ~d limited
partners. Lirni ted partners invest in the c:api tal 01 t~E c:ompany but a ....e
not allo.Ed to becore direCtly involved in its management. The e>etent
of the liability to c: ....editors of the limited partners is limited by
their share in the equi ty of the company. General partne....s a ....e managing
partne....s and the e><tent of their liability to credito~s e><tends beyond
their share in tJ-e c:ompany.

A limitE!d liability canpany is sonetimes re1erred to as a p....ivate



sharet"cllding company with limited liability. The number of ~rtners in
this company may be from tl/loC to fifty N1d the minimum capital IlUst
exceed JD thirty thousand. The extent of the par1:ners' liability to
credi tors is limited by their shares in the company. Partners may
invest in a limited liability company either in cash or in kind. In
kind participaticn IfUst be assessed by the partners and the value
declared fTUst be approved by tt-e Director- of Companies at the Ministry
of Trade and Industry before shares are issued in return for investmer,t.
A limited liability company is managed by a director (president) or an
executive committee of tl/loC to five partners.

A partnership by S,''1arE1S canpany is similar to a limited l=artnership in
the sense that partners are divided into managing part.,e~s and investing
partners. The cc:::mpany director or l=resident IfUst be ene of the managing
partners. The liability of the managing partners tc:warcs creditors
ex=eeds the limit of their participaticn in t~e cc:::mpany. Investing
partners' liabi li ty is limited to tre extent of tt"'eir sr-..ares in the
company. The minill\JlTl required capital for this ferm of c::cm~y is JD
100,000, and the shares may be t~aded in the Amman Finar,cial ~arket.

P.ublic shareholcJ:ng cc:mpanies IfUst be started by at least two fc::unding
partners. The COTIpany may sell shares to t~e p.Jb~ic t::: raise e':luity
capi tal, and the issuance of shares is regulated t:!y t~e Issue CotYni ttee
at t~e Ministry of Trade and Industry. The minimum capital for a public
shareholding ccmpany IfUst exceed JO 5OO,OCO and IfUst be paid in cash and
in full wi thin a period of fo.Jr years. Shares may be issued for
intangible participaticn in a manner regulated by tr-e law.

Proprietorships are referred to as "private" and are not regulated by
the Directorate of Companiec= at the Ministry of Trade and Industry.
Proprietorships are supervi "::l by the Department of Trade.

Table (1) st-ows tt-e numbers
legal ferm, as registered at
years from 1986 to 1989.

; tcta1 dec: 1a red capi ta1 of companies, by
,he Ministry of Trade and Industry in the

Table (1)

CU!'!ULA7!VE 1996 1ge7 ':9: 1ge? t
~W~BE~ ·!U~tr:) I ~L'~PE~I NL1~:E: N~~PE~I

CCl'!P~NY TYPE REmTE?E:l C~F'i7~'~ C~pmL m:7~~ cmm
P;RT;i;SHips--------· _.-----2::;i'-------.--i;:;------------.i;~~-------------i~;;-------------iC:4-------

3D 1:.:10.::-:' JC 1.,~~IQ.Or., :D ~=I?:~"\~') J~ 1,=:~,'C~
Lii;irEO-PARr;E;'sHi?s---------3::;----.-------i; ~-.----------.-~:;.~.------------.:-.------------;b: 0 ~-----

JD • :-': J"" JD • :;C6 'J~O J" • ~~ ~ ,'of', ' •• ~.:; ",'"

Lj;iiij-LjA9iLliy------------2i7?-----------:~~;:-:~·-------::;60:-~··_··--:·::·;;~::::--·-·::-~:;;::::~---

JD !~,7~b.~~'~ JD ~!I:l;,~~:~ :t l;,C::,~,::' ;D 7.i::,~CO
PARr::EP.SHipOSY- sHARE5--_.-----;---.---.--.----;--.---...----_. -~-.--.--_..--....;-_.---..--_. -_..~.-.-----

JD 'J J~ :) ,., 'D )-------------------_.-.------_.._.--_e.-__.------.__-__-- --.:_-__-_. -_.:~_:_ ...-----__.__:__ '. _
PUBLIC SHAREHCLD1NG ~05 •

• JD !(l.~~1.\1~~

t FIGURES FOR 1989 ARE PARTlt.L AND 50 ~F TO ~UGt:ST 1~2',

..,



B. ffDlllERS [F 1l£ FlNl5

Both current and pctentiill provide~ of funds in Jordan are identified
as:

1. Individuals
2. Banks (c:oTmE!rc:ial, investment, 'financ:e c:ompanies, and
specialized)
3. Insuranc:e c:anpanies
4. Gcvernmental/semi-governmental (Sccial Security,
various funds, etc:.)
S. Venture capital funds
6. OrganiZed Jordanian expatriates
7. Arab and International investment institutions
8. Aid agenc:ies

The Pmnan Financial Market is ac:tually a "linkage" rather than a
provider itself of funds. arid is therefore diSCUSsed in Part C.
IILinlo.ages".

1. IndividJals

Most of the weal th in the Kingdon is cc::ncentrated in the hands of
individuals and families. The wealth of suc:h people may be classified,
in general, as either old mcney, expat~'iat?S' rrcney, or new lTCney.

"Old money' in Jordan was derived, in the main, from tradi~g, and is
c:onc:entrated in the hands of a few well-knCW'1 families. Tl"'ere is
currently a trend aJT'Cr'1g the new generatic:n of these families to IT'Clve
tOoolClrds produc:tiCJ"l, rut this trend is new and is limited by factors to
be discussed in Section Two of this document.

ThEre is a large population 01 Jordrif7ii;n ~:t(~triatEt5 living in tl"'e Gu11
States. During the Third E><patriates' Cal1erenc:e recently held in
Amman, discussions were held with a number 01 expatriates living in
Ku~it, Qatar, and Saudi Ar...bia. Most expatriates in the Gulf l/toClrk as
salaried employees, and therefore acc:umulate IT'Clderate Earnings.
Al tl"'o.Jgh t:r'llY a 1ew of these e><patriates c:ould be c:c:nsidered "weal thy" ,
those who are tend to invest their mD"lEy in tt"e intemati~al markets.
For a variety 01 reasons, Jordanian expatriates in the Gul1 tend. to feel
insecure; tt"ey recognize that, as the process 01 natiCl1alizing jobs in
these c:ountri~s proceeds, sooner or later they will have to return to
Jordan. Also, a number of these e><patriates are of Palestinian origin
and, as various sociologic:al studies have s~, their experienc:e as
re1ugees has made many of them risk-averse. Their utility is satisfied
by buying real property, a missing factor in the lives 01 so many
Falestinians. Despi te t!"le fact that Jordanian elCpatriates ilS

individuals may appear to be small investors, when joined together in a
group, and/or organiZed to act c:ollectively, they possess a tremendc:us
financ:ial poEr.

NEw /"1crIey: As a resul t of tr-e oil bc:xJm in tt-e Gul1 States in the mid-



seventies and ear Iy-eighties, the Jordanian .~patri.tes working in the
Gul1 made large remittances back to the Kingdo1\. A significilMt
percentage o'f these remittances was used to purchase lands and real
estate, and the Ca"lstructic:n sector flcurist-ed. As. resul t, larCile
pro'fits were made by many resident JordaniilMs. This crvated a new and
~cstly liquid wealth in the country, often in the hands o'f people who
are not oriented towards investment. Part o'f their new wealth was used
to obtain cc:nsumer con'forts, while Il"Uch o'f the rest was placed in
variC1Js tYI:leS of deposits in the banks.

A portion of the weal th o'f these individuals and families is still on
deposi t in tt-.e lr:cal banks. For e)(ample, a brie'f e)(aminaticn o'f tl-.e
total deposits with c~rcial banks in Jordan 'for the month of May 1989
yields the following informatic:n:

Total deposits by the private sector (resident and non-resident)
is J.D. 2.256 billion.
The total in time de~osits is J.D. 1.S billion and the total in
demand deposits is J.D. 441 million.

Table (2a) provides information en deposits wit commercial banks,
specialiZed credit institutions, and finance companies. Table (2b)
provides informaticn on deposits with select banks.

Table (2a)

Total deposits wi th cu",en:ial banks
including tbJsing Bank

DEMAND SAV. TIME DEFOSI~S

FRIVATE FRIVATE (NON-
(RESIDENT) (R~SIDENT) RESIDENT)

CONSOLIDATED 3~8.~ MM 14~~.4 MM 440.~ ~M

FOR CO~M BANKS ('/89) (~/B9) (~/89)

CONSOLIDATED FOR 29.2 MM 1~9.4 MM
SF. CREDIT INST. (3/89) (3/89)

CONSOLIDATED FOR 1~ MM 93.9 MM
FINANCIAL ceMFS (4/89) (4/89)
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Table (2b)

Depcsits Nith select c.alie ci..l b¥lks

USAID EQUITY "ARKETS PROJECT

PROVIDERS

PRIVATE
DEPOSITORS:

ARAB BANK

UNCL.ASS.
DEPOSITS

JD FORN CURRo JD SAvINGS FORN CURRo
DE~AND DE~AND &TI~E SAV•• TI~E

CITUIANK

ISL.A~IC BANK

JORDAN KUWAIT

NATIONAL FINAN.
INVEST. ceMP.

2. Banks

1.7 1'1" 1.3 l"l"
119BB) (19BB)

30,.9 1'I1'1 0.3 ~"
1198B) 1198B)

22.2 1'I1'1 1.9 ~1'I

(1988) (1988)

4.9 ~1'I 20.' ~1'1

1198B) 1198B)

1=:1.2 1'11'1 6.1 ~1'1

(19B8) (1988)

B6 1"11'1 12.2 "1'1
(1988) (198B)

11.2 Ml'I 0.3 ~1'1

( 1988) (1988)

For tlie purposes of this study, "banks" refers to all financial
institutions which are permitted to accept deposits and which are
regulated by the Jordanian Centr~l Bank (JCS).

8ased on the above definition, in addition to the Postal Savings Fund,
there are five basic types of banks which are allowed to operate in
Jordan. Trese are:

a. Commercial banks
b. Investment banks
c. Specialized credit institutions
d. Financial conpanies
e. Housing finance corporations

a. ~rcjal·8anks. A commercial bank's principle function is ~o

receive deposits subject to check, and to make loans to its customers.
Besides these primary banking functions, it keeps the cc::nm.Jni ty supplied
with various kinds of legal currency, acts as a collection agent for
promissory notes, drafts, and simi lar cortnercial paper, and transmits
funds to distant points upcn requ'cst. It l'f1ay offer its vaul ts for tl'"E
safekeeping of valuables, and off~,., i.,terl:?st for time depcsi ts.
Internationally, tl"'ese banks also may pe"';:crm tlie function of a trust
conpany, but the wt~iter was unable to c;~t=rmine to this date whether
Jordanian banks are allowed to fully and legally perform this function.
In Jordan, there are 15 commercial banks, 9 of which are Jordanian and 6
of which are foreign.



The Jordanian banks are:

1. Arab Bank Limited
2. Jordan National Sank
3. Bank of Jordan
4. Cairo-Amman Bank
S. Jordan-Kuwai t Bank
6. Jordan-Gwlf Bank
7. Fetra Sank
8. Arab-Jordan Investment Bank
9. Jerdan Islamic Bank

Tre foreign ~anks are:

1. The British Eank of the Middle East
2. Al-Rafieain Sank
3. Arab Laroe ~~k

4. Citibank
S. Al-l"!ashreq Sank
6. Grindleys bank

According to t~c Cent~al Sank statistics, during the month of May 1969,
commercial banks ~roviced JD 1,710 million in credit facilities,
maintained a cash balance of JD 15.7 million, deposited JD 233.5 million
with tr-,e JCB (for which no interest is received), and .invested 14.8
mil1icn aCro.;C ar.e JD 48.5 milliO"1 dc:mestically.

b. InvestJr.ent Ear:ks. I~vestment banks offer investlrEnts and wt-clesale
bank services. Ser.lic2S iiic lude lending, and equity underwriting and
brokerage. Irwest;TE?nt banks are allo.-Ed to accept del:CSi ts of all
kinds, e~cept fer c~cmd ceposits.

In Jordan, t~er2 ar: five investment banks:

1. ThP Natic:r.al Fin<il"'icial Investment Cctnpany
2. Arab Finance Cor·~raticn (Jordan)
3. Islamic Investment I-bJse
4. Finance GJid Credit Corporation
5. Jordan Ir.vest~t and Finance Bank

c. SpecitaJized Credit Institutions. Tl"'Ese insti tutic:r,s were established
in the mid-60's t~ stimulate the development of specific sectors of the
Jordanian econonjl. TrESe institutions are c:w"1ed rrcstl y by the
government, and deper.e on the JCS, commercial banks, international
financial institutions, and foreign governments for f~ding.

There are S speciali:ed credit institutions:

1. Tt-E Industrial DeveloP'!'lE"1t Bank
2. Tt-E Housing Bank
3. The A;rit:ult~ral Credit Corporation
4. The Cities &Villages Development Bank
5. The Jordan Ccoper.ative



According te tJ-e JCS t1Jl1etin, in March 1c;eq, tJ-e special io:ed crec:li t
institutions had JD 361 million in loans offered to individuals and
private enterpri~~ and JD 3.5 million in cash. Total ~esident private
deposits were JD 307 million, of which demand deposits accounted fer 29
million, savings for 154 million and time deposits for 5.6 mi~i ~on.

d. Financial Ccmpanies. Financial conpanies provide equity brokerage,
leasing, real estate financing and limited lending. Their main sources
of funds are time deposits, their C\ItoI'l eQuity capital, and borr0*4ing ~

There are six financial corporations in Jordan:

1. Jordan Securi ties Corporation
2. Jordan Finance House for Development & Investments
3. National Portfolio Securities
4. Nati01al General Investment Company
5. National Development & Finance Company
6. Middle East Exct1ange Company

e. I-b..Js.ing Financ£: Ccmpt3lii£:s. These instituti01S are permitted to
accept savings and time depcsits frcm clients. Lhti 1 recently t!"'Ey
offered real estate financing, but they now appear to be heading towards
diversific:ation.

Trere are fc:ur hoJsing finance c:onpanies in Jordan:

t. REEFCO
2. ~O
3. Bei t El~.al

4. Real Estate Investment Company

3. Insurance Canpanies

Tl"'ere are 17 insuranc:e companies in Jordan, of'fering a variety of
insurance products and services. Sixteen of the seventeen companies are
Jordanian p.1blic shareholding companies. The remaining company is the
~rican Life Insurance Company, which operates in Jordan .s a branch of
a 'foreign company.

All sixteen Jordanian c:ompanies offer general insurance, whic:h includes.
marine, 'fire and acc:ident insurance. Te:n Jordanian companies o'f'fer Ii 'fe
insurance and the ~rican Li 'fe Insurance Company offers both life and
accident insurance.

The seventeen insurance ccmpanies oper-ating in Jordan are:

1. Jordan Insurance
2. Middle East Insurance
3. National Ahlia Inturance
4. Lhited Insurance (AI-M.Jtahida)
5. Arab Maritime Insurance (AI-8ihar)
6. General Arabia Insurance
7. Jerusalem Insurance (AI~ds)

8. Arab Eagle Insu~ance (Al-Nisr)
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9. Jordanian-French Insurance (Jc:FICO)
10. Arab IntematiO'1al FederatiO'1 Insuranc.:
11. Arab Belgium Insurance
12. Yarmc::uk Insurance
13. HoIy Land Insurance
14. Arab Insurance
15. Philadelphia Insurance
16. Jordan and Gulf Insurance
li. Anerican Life Insurance Company

Insurance companies are generally profitable in Jordan. During 1988,
consolidated profits of insurance companies were JO 4.2 mm before ta~es.

Insurance companies also paid JD 2.6 mm in dividends to investors.

Insurance cc:mpanies are allowed to invest but ar~ not allowed to buy
lands or real estate for the purpose of trading. The insurance OJsiness
is regulated by the Insurance Companies' Law #30 of 1984, and is
supervised by the Directorate of Insurance Coml=Janies at the Ministry of
Trade and Industry.

Ar~ic:le 41 cf the Insurance Cc:m~anies' Law required the establishment of
a Federat.i~f1 for Insurarl1::~ Ccmpar,ies. Tt-'e Federaticr. was 2stablisr.ed en
July 1, 1969, and is a professicMal and legal body which supervises the
professional conduct of all insurance coml=Janies and acts as a liaison
betllEen tt-'.e cc:mpanies and tt-'.e c;;ovemment.

Table 3 shews tr.e insurance ccmpanies' consolidated financial
statements.

Table :3

InsuroYlCe Canpanies' Calsol idated Finarcial StatenEnts

IIISURANCE CC:olPANIES FIGURES FILED :mH OIRECiCRATE OF n!C!IRilNCE FOR 1988.

PRO'JIDERS
~E~L

NA~E AGE C~SH PLEDSES BO~DS ~r.ARES ESTAiE
--------------------------------------------------------_...._----------------
INSURANCE CO~PANIE5:

CONSOLIDATED STi~T 6 11/1

4. GcverT..sltal and 5eni41O"et (Wia ltal Insti tutiO"1S

The government of Jordan, through the JeS, invests directly in large
public sh3rehclding companies. This includes companies in the
industria! sector, such as the Jordan Cement Factories (271.), Jordan
Phosphate Mines (671.), Arab Potash Co. (63"1.), Jordan Petroleum Refinery
(7'1.), and Jardan Tanning Co. (lS/.); companies in the services sector,
such as Machinery Equiprent Renting & Maintenance (13"1.), Jordan Himeh
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Minerals (30%), Oar Al-5ha'ab Press (6T!.), Irbid District Electricity
(55%), and Jordan Hotels and TOJrism Ce. (86%); and some banks such as
the ~sing Bank (e-!.), tt-.e Industrial Development Bank (21%), the Cairo
~ Bank (10%) ar.. the Arab Bank (11%).

Except in the above cases, tl"1e govemment is not a direct provider of
funds. The govemtrEnt of Jordan does, t-oever, CW"l public corporations
which, in tum, are providers of funds in the Jordanian economy. Most
prominent among tt-ese corporations are the 5oc:ial Sec:urity Corporation,
t:~ Pension Fund, and the Pest Office Sailings Fund.

The SOcial security Ccrpcrat~onwas established in 1978 to provide
social sec:uri ty services to Jordanians living both in Jordan and abroad.
The system is intended to be self-financed, primarily from ~wbsc:riptions

and from ravenues deriVed frc:m investments. During 1~87, tt-.e
corporation received JD 44 million in subscriptions and JD 11.3 mil lien
in revenues fron investments, and spent a total of JD 10.5 million. The
corporation is required to invest effectively in order to generate an
acceptable R.O.I •• sectors targeted for investment are: industr/,
services, banking and finance, agriculture and food production, t-ousing,
and tcurism. As of 31 AJgust 1989, total investments cOlM'litted by the
Social Security Corporation were JO 282 million, of which mere than JD
275 million is alread( paid up. The investments of the Social Security
Corporation are detailed t:elOol, as they appeared at tt-e end of ~gust,

1989:
II

Equity participation in companies
I'Jet,..I t-.otel $ and tourist rest t-cuses
Developing existing rest houses
Anra hotel e)(~ansion ~roj~t

Housing projects and leans
Loans
Syndicated loans
Benes
Lands
Real estate
Deposits wit the Central Sank
Deposi ts with the local banks

Total

J.D.

39,923,382
2O,9'z:1 , 065
2,716,085
1,396,797

18, 6.39,300
89,347,563

2,534,000
3,000,000

40,000
253,108

18,420,663
85,504,127

282,694,0'10

% of
Total

14.12"1.
7.40%
0.96%
0.49"1.
6.58"1.

31.60%
O. ee?"1.
1.06%
0.01%
0.06"1.
6.51%

30.24%

100.00%

The Post Offic2 5.3vi,-:gs Fwnc was established in t~e early 1970's to
encourage limited-income pecple to save. 1n 1978, after it accumulated
sufficient savings, it entered the inv~tr.ents market.

The Fund operates threugh branches of the Pest Office throughout the
Kingdom, and is totally o,.,ned and managed by tt-e Post Office, a 100%
govemment-o.-.ned enti ty. The Fund has 315 brar.-=hes, 230,000 deposi tors
and a total of JD 8.6 million in deposits. All of the deposits are
guaranteed by the govemment. Lhtil 1987, the investment portfolio of
the Fund totaled JD 6.1 million, JD 5.5 million of which were invested
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in Public Shares (90.2"1.), and 0.5 millicn of which were invested in
syndicated loans (ael.). The difference between deposits ."d active
in'\'eStments, which is JD 2.5 millic:n, remained liquid in tne fol'"l1l of
time deposits in the banks.

In 1987, a policy change came into effec:t and tt-e Fund sold all of its
shares to the Treasury and bcught bends to tt'e extent 0" JD 5 millic:n.
The c:urrent inves1:lTlents of the Pest Offic:e Savings Fund can be rJ!"'oken
dOW"l as follc:::lWS:

•

Syndic:ated leans
Eonds
Leans
Time deposits

J.D.

140,000
5,000,000

100,000
2,000,000

ROI

8.$-:
8.5%

C1. ei~

Tre decision by tr2 Fund to switc:h from investing in ~uities, to bonds,
c:ame in tr-e wake of losses realized in tt-e market during 1986. Total
lesses of tt-e Fund en investments in equities were estimated to be JD
1.6 million out of a total equities profile of JD 5.7 millic:n. The
biggest single less was realized in shares of tt-e Cement Company (JD 1.1
millicn). Also, cut of a portfolio which inc:luded 35 c:ompanies, the
Fund lest money on 17, and realized profits on only q.

Today, the Fund is prohibited fron including equities in its portfolio.
The prohibitic:n c:omes from a directive of the Cabinet, and is intended
to protect the savings of the public:.

The Jorc,an Inve=stment Corporation took over t:oth tl""E investments ar-.d
em~loyegs of the nOiool terminated Pension Fund. ThE: ~r~eration was
established in Teml=Crary Law #29 for 1988, which stated that the
objec~ives of tre corporation are to invest in all institutions, loc:al
and j.nternaticnal, in a manner whic:h maximizes i t$ interests and
supports the produc:tion sector Of the Jordanian ec:cr.ony.

The Corporation, whic:h is 100% government o,.,ned, t-.as ap~ro)(imatel y JD
143 million in stl,,;res Calculated at piJr, JD 17 million in several
Jordanian/Arab c:orporatic:ns (suc:h as the Jordoiin-!raq Conpany), JD 2
million in bends, ar-.d JD 7 million in time deposits.

Although the c:orporation controls a large ~rtfolio of investments and
acts as ~~ arm for the government in investments, it is suffering. from
major administrative and corperate problems. Almost all of its
decisions, administrative and investment, must be ap~roved by the beard.
Tt-e c:or~oration still has no clear c:orporate struc:ture. Employees of
the c:orporation have t:ec:ome subject to the govem~t pay $Cale. This
resulted in many employeP.S leaving the c:orporation, with its management
in many cases failing to replace old employees. Al tl'"o.Jgh the
corporation has comp.Jter equipment, there are only a few people who c:an
operate it.

Despite all of its problems, management of the c:orporation seems to be
well aware of tr2 need to becone more aggressive in investments and rrore
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oriented to,.,ards project development. Management is willing to c:cmnit
funds to study projects when suc:h projects are presented.

In additic:n to tt-e above major govemmental investors, several smaller
institutic:ns e~ist which are funded directly or indirectly, partly or
wnelly, by either the at:xNe liEfitit.:ned investors or by other semi­
governnental bodies such as tt-.e Royal Sc:ientific 5cc:iety or tMe fc:ur
Jordanian universities. T~sse institutions include several employee
SCivings funds, and some recently created venture capital organio:atic:ns
suc:h as tt-e Jordanian Tec:molcgy Development Fund (JTtF) and tMe Jordan
Tecmclogy Group (JTG), in addition to the venture c:apital program at
the Industrial Development Sank. The universities and the R55 invest by
establishing endcwnent funds at banks. Employee savings funds also
establish endc~t funds, and invest in real estate developments.
These investments are normally managed by non-professionals and tend to
be very c:cnservative.

5. Venture Capita! Funds

Tre Jordanian TecmolCX;;y ~v~lcpr,,=,,,t Fund (JTDF) was c:reated as an
auton~s department of the RSS in o~der to provide both project
developnent servic:es anc seed capital for developing projects. JTtF
attr-act2d both foreign, dir-ec:t investment and investments frc:m tt-e
private sactor. Impl~~ted projects inc:lude a computer- assembly
c:ompany (Jordan Computer Industries) ~'d an entertaining/educ:ational
film-making cc:mpany (Center- Tur Information en TecmclcQY). TMe JTtF
was in t~e process of establishing three joint ventures (Jom Sl"Earer
Middle East, the Jordanian-<:anadian Develo9'~t Cor~ratiO"l, and a
Canadian h::ney f ac: i Iity) w~ it was abruptly c: losed do-.n in ~.ay of
1989, only one year after its startup.

TI"E Jordan Tectr:ology Gl'aJP C:O"lc:ept was ini tiated and tecmic:ally
develo~ by tl"E J~. The Grc:up joins together several insti tutiCTlal
investors in a private sharet-clding c:ompany. The company is intended to
provide venture c:apital in Jordan and has only been in business for less
than CI"1e year. JiG's interests are foc:uSi:'d on the utilization 01 e>ccess
military capacity for production, attracting "oreign direct investment
to Jordan, and managing offset arrangements on beMal f of the Jordanian
govemnent.

T!"'e venture capital program at t,~ Industrial Dt:V£Jlopnent Bank is
several mcnths old. Fund5 for this pr~ram were provided by the E.C.
through tt-e European Develo~t Sank. The program offers facilities to
finance neo.N projects (beir.g implemented for t~e first time in Jordan),
or projects which use new tec:mology. It also finances ;rONth to
facilitate the introductiO"l of netl~ tec:mology to e~isting companies.

Financing instruments take the '~orm of either direct equity
participation by the bank, or the granting Qf loans with easy terms to
individuals in order to capitalio:e tl"'e mcn('y in a c:ompany: the IDE may
participate directly in the equity of a COT.p.;r'."y to the &)(tent of !leI. of
its c:apital, although the bank's parti\.ipatic:n is restricted to
companies of the legal form in which the bank's liabilities are limited
to its shares. The bank may also grant loans to entrepreneurs to help

11



,.- them !=laY up to 75% of their share in the equity of a conpany. Such
loans may be granted only by I1'Crtgaging tne individUilI's sn.re in the
company, although the lOB may also ask for additional guarantees. Tt'e
interest charged en tt"ese leans is ~%, and a grace period of three to
fOJr years may be negotiated. Pay-back time is negotiable, while pay­
back i tsel f comes fran SOY. of annual dividends. Maxil'l'LJlft total fin.,-,cing
for a single pr-oject may not exceed JD 150,000. Tt-e total funds
available for this pr-cject are ECU one million.

To date, feur- loans have been gr-anted to finance three projects, and cne
participaticn in tl"e equi ty of a new company has been approved. The
pr-ojects for which loans were granted are:

- ~anufacturing of ~encils. A lean was granted to an individual
to finance his share of the equity in this industrial company.

- Kan Zaman. Two leans wer-e gr-anted to finance t~.e equit)/
participation of two of the par"tners. TI"e ~:lI-ojec:t is in the tourist
sector.

- ~.anufacturing of soil dryer-s and soil stifTlJlants. A loan was
granted to a highly qualified technical individual to finance his
project.

Total leans granted to this date amount to ECU 211,000.

The lOB also participated in a company to manufacture packagin~

material s for- medicines and foed. Total participatiCJ1 of the lOB in
this pr-oject is ECU 238,000.

The LF~ID has recently been involved with a group of i~dividuals and
institutional investor-s in establishing a private venture capital fund.
The project is still in the ear-Iy set~c stages and no clear direc:tiCJ1
appears to have been set for the or-gani:o..ation. As of late September,
the organization was still withcut a gene~al manger.

6. ~ani2ed Jc::rdanian Expatriates

As mentioned above, there is a large Jordanian expatr-iate cOlTmJnity
living in both Saudi Ar-abia and the Ar-abian Gulf CO-lntries. Recently,
attempts have been made to organi:e and utilize this community for the
benefit of their mother country. Three Jordanian E)(~triates'

~ferences have been l"eld during tl'"e past three years, I:a.Jt no clear
steps have yet been implemented to secur-e the flow of equity investments
to Jordan. Current proposals include the establisnrent of an investment
body to be fully funded by expatriates, al though it may be sane time
before such an institution materializes. The proposed sc=pe of
operations is also still unknown.

7. Arab and Internatialal Investment. .tnstituticns

There are both Arab and inter-national investment institutions which are
interested in investing in Jordan for various r-easons. These
insti tutions include the Islr3l1lic rev£'le;:ment Senk (oased in Saudi
Arabia), tte Arab Fund for £cCT7omic and Social Developrter7t, the Arab
Investment Company, the Saudi Fund fer [)ev£'lopment, tI"P Abu DhGb.i Fund
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'for Arab ECCTlanic Developnent, the Kuwait Fund 'for Arab ECCT7an.iC
Develcpnent, iU"ld several bi-lateral funds CW'led jointly by the
governll"Ef"lt of Jon:len and othe,.. governments. The Inter-Arab Investment
Guaranta> CorporatiCT7, which is based in Kuwait, provides, in additic:n
to inte,..-Arab investll"Ef"lt gua,..antees against wa,.. and apPl"'Op,..iation,
i.,formatic::n on projects in the Arab countries to enccurage the 11001 of
inter-Arab capital and investments.

The Internaticn.al Finance Corpcraticn has its CW"l interests in provlding
financing in Jcrdan. Accon:ling to unofficial but reliable information,
the IFC can both invest and extend credit facilities of up to U.S.S6
millic:n per year for the implementation of projects in the Kinc;dc:rn. O":e
of trE majer ~reblems currently facing tre IFC, as far as financing
Jcrdanian projects is c:::ncemed, is size. CUe to the limitatic:ns of
administl"'"atic:n costs, the I~C cannot lend small sums of IT'01ey (less than
51 million), and hence many Jordanian prcpcsals are turr:ed do-n as too
small. A brief descripticn of the role of non-Jordanian investors in
Jordan is provided in Part C, Link~ges, belew.

e. Aid AgenciES

Interr:aticnal aid agencies operate different programs set to fulfill
policy requirements of different countries. The most commcn form of aid
is the ~rovisicn of export credi t or finar.cing for le:.;11y-scurced
products. Swcn financing exposes the buyer to foreign currency exchange
risks.

c. LINl:A'T5

Farts A and E of this Sectic::n icenti fied the two major compcnents of the
JCj-d.:a..,ian financing system, the users and ttie providers. Part C n~
examir.es t:--e currer1t linkages between the providers and the users of
funds in the country. These linkages e)(pLlin the current metl"'cds used
by the Jordanian private sector fo,.. raising equity, cr risk capital, and
shew the relative importance of the various types of investors and
investment inst~ts in providing equity capital for private business.

~cr.ey is in demand by either ent~epreneursor newly formed companies for
start up, or by existing companies which wish to finance growth and
diversification, or by companies which are struggling to sul"'Vive. Table
(4) juxtapcsiticns the various potential users with tre potential
providers of funds in Jordan.
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Table (4)
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I. Linkages available to entr epr a leUrs

Tt-oe O"1e ~ inescapable truth about tt-.e Jordanian equity system is this:
entreprC'riELJrS J"nterestEd in !:egJ."nning a bt.J£iness in Jardan ef"fectively
iTx.JSt der:e'7d en their 0tAn Sc3vings and tr.e SCivings 0" f:,I-eir itm:Edi.ate
family and friends in creer to be able to procC":d.

As a part of this study, we conducted a survey of the entrepreneurs wt-.o
initiated 18 e)(isting companies in Jordan. These companies are of
various sizes, legal forms and fields of business. T~~ survey revealed
that all of the proprietorships 'Surveyed had had to be fully funded
(both capital and sec::urity for debt) by their OW1ers. Scurces of funds
were identified by tl'"1e entrepreneurs as "0W1 savings" by 66% and "family
savings" by 33"1. of those surveyed. ECjui ty for partnerships end private
sharerolding companies came mainly from the per5Crlal savings of the
entrepreneurs themselves. Tl"ese entrepreneurs typically relied on
themselves, or on their family or close friends to get a business
underway. FO.Jnders in 7 out of 13 companies surveyed (54%) in this
category were fc:und to be from the same fami 1y or related to one
another, while two out of thirteen were childt-cc:d friends from the same
tCW'l (15%), two were found to be joint ventures with the government
(establisl"ed by the Jordanian Tecmology Development Fund), and O"1e, or
71., was a joint venture with a foreign company which invested :50% of the
equity during the 1970's and divested to 20% in the 1980's. O'1ly one
out of a total of 18 cOTlpanies surveyed (5%) was a suc:cessful .ttempt to
group entrepreneur investors previously unkno-.n to O"le another.
Appendi~ 8 provides a listing by legal form of these 18 companies, and
lists the relationships between t~e partners, their sources of equity,
types of business, size by number of employees and by Bnnual sales, age,
and the problems in the equity-raising market of Jordan identified by
the individuals interviewed in these companies.

14



We also interviellEd ~ ott'er P.ntrepreneurs, each of wt'cm had registered
a tl.Jsiness with the Ministry of Trade and Industry in lC788. OJt 01 tt'e
'S7 individuals, cnly five actually started a new tl.Jsiness, two were
already in business t::ut had obtained tt-e license for growth oj:eratic::ns,
cne started but failed to ccntinue, oiI'1d two are still trying to start.
Again, the most Cetm'Cl'1 conplaint of these entrepre"eurs was tt'-e lack of
avai lable sources of money (beth equi ty and debt). Tl'"e mcst COTlT'Cn

scur~e of project fUo'iding for start-ups was identified as the savings of
tl-e individual and his ill'YT'ediate family. I'1cre than eO'l. of tt-e
r'espc::ndents indicated that lack of funding channels was a major' factor'
contributing to their failur'e to star't. Appendix C provides a summary
of thes~ interviews wi:h var'icus ent~epreneur's.

Al thcugh scme entrepr'eneur'S do manage to secure funding from banks, as
tt-ese interviews clearly delTO'1strated, ent~epr'ena:rs typically ITUSt r-el',I
on t~eir- cwn saving, or- the savings of tr'iends or relatives, in cr-der- tc:
cegin a project, despite the existence of tl'"e eight differ-ent potential
pr-oviders of funds listed above. In general, banks will consider
pr-oviding star-tup mcney only to entrepreneur-s with mere than 100%
security, al ~hcugh in most cases trey r'efu5e even t~en t:ecause of the
difficulty of collecting cn tl'"e sccur'ity, should the client uefault.

As a r'esult of this system, it is obviously consider'ably easier fer an
affluent and/or well-connected entrepreneur' to implement his pr~jects

than it is for a less affluent/not ccnnected entrepr'er.eur' to do so.
Affluent entr'epren~~rs gener-ally secure funding fr'om private or- family
savings, or- from close relatives or old fr-iends. In ~cst cases, t~st

is placed by tt-e investors in :t'e individual and his ability to secure
pr-ofit rather than in the viability of the project i~self. But because
most of these investments are made en the basis of j::er$C/'1al tr..Jst and
not en tt'e str-ength of the project alene, it is not enough in lTC5t cases
for an individual to be bright with ~ good iwea and well-connected; a
certain level of weal th also lTUst be possessed by t~e entrepr'eneur­
himself as an additional secur-ity to ott'er investors, indicating the
entrepreneur's ability to ccntrib.Jte in tt-e event a bail c:::ut of tne
com~any bec:ones necessary.

Less affluent and/or not-connected entrepreneurs, obviously, lack ac~=ss

to the personal savings arod t~e savings of friends ~d relatives which
are available to their mere aff luent counter-parts. Furthermcr-e, because
of the requirerrents of the banking system, and because 01 the lack of
any other, institutional avenues, a less a1fluent/unconnected
entrepreneur has only one real r-oute for securing startup mcr.ey: to
identify eit~er a rich individual or a company, and sell the pr-oiec:t to
them. In many cases, ~ver, this is not effective, either- because the
entrepreneur fail!:' to C:c::mTU'1icate the value of his project, or because
t'-e does not proc:eed for fear of falling at the lfercy of the prospective
financier, once he has given all of the information.

Tt'e lOB venture capital prCQram is a recently develc1=E!d avenue for
providing equity financing. The program has succeeded in providing four
loans (for purposes of equity, as discussed above) for three projects,
and r.as participated in the equi ty of one company. Total loans atTO.Jnted
to EDJ 211,COO and tt'e one equity l:articipation atT'CUt"'ited to ECU 238,000.
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According to lOB officials, the two most critical problems in this
program are, first of all, the small size of the fund and, sec:a1dly, the
lack of what they termed goccl investment ideas or, in other words, well­
developed projects.

n·e LEArD' 5 PETRA project was a pioneering program to pr::vice both funds
and assistance to entrepreneurs from the less affluent sectors in the
society. According to an assessment by lJ5AID of tl"'e FETFA program, more
than 100 applications were being received eVery month for project
assistance and funding in t~e first quarter of 1988. Of these projec:ts,
it was anticipated that 73"1. of tt-e competing applicatit:r'1s l.oC\Jld be
rejec:t=d. Th.l$ indicates, ~ONever, that 2'n: were likely t:::: receive
funding. Given the fact that until March 1988, fcurteen businesses were
started up, eight WO'Tlen projects were financed, and fU"1ds were channeled
to micro tusinesses and non-profit organizations from this program, it
is obvic:us t~.at there are i=EOple cut there wt-o have gc:cd ideas, but
ncw"'.ere to tum for funcing and/or for business development advise.

2. Linkages available to Canpanies

In a typical scenario, a beginning ccm~y registers with t~e Ministry
of Trade a~ld Industry. As our interviews of over 60 ent:""=preneurs
and/or cOTlpanies clearly indicated, most beginning ce:tT1panies in Jordan
attempt to start with as clcse as possible to the minimum equity
invest:nent arrcunt permitted by law. The partners rTlJst pay 25'l. of the
required capital in order to receive permission to conduct business;
then, for the remainder of the required operating capital, the owners of
t~e company approach t~e banks for loans. Typically, the owners ar~

required to provide persenal guarantees, in add.i tion to pledging assets­
-bet1.'llEen 120 and 150% if land, and 100% if the sec:uri ty is cash--to
secure tl"'e loan for t~e company. Furthermore, banks generally will O1ly
provide tl"'lis type of secured loan to clients wt-o are knCW'1 to tl"lem.

Because ot this fact, individuals wt-o are t:""Ying to establish a
bJsiness, unless t~ey are wealthy tt-anselves, rTlJst look fer a "strO"'lg
partner" to join in with them to help with obtaining maxitl'UlTl debt from
banks (i.e., name borrONing).

Our survey revealed a strong aversion on the part of institutional
i'westors (Le., insurance companies, finance companies, and banks) to
p.oviding equity for start'-1Jp cOTlpanies. All of the insur~ce companies
interviewee indicated thatt~ey pcssess neither the excess capacity (in
perSOir.el), nor the qual Hied j:er'$C('1nel necessary to assess start'-1Jp
companies' potential for success.

The IDS venture capital program is a potentially gcxx:l, but limited,
SOJrce of equity capital for start'-1Jp companies. The program
t~ecretically only provides equity to needy individuals who are unable
to raise tunds independently, however, and the available funds are
limited. The program also restricts the provisi01 of the funds to new
and pioneering projects.

For the most part, cur research indicated that this scenario is true
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regardless of the type of cc:mpany invc:lved. Table (S) provides a
listing of tt2 different funding sou~ces and instruments available to
companies already created and in the precess of start-up operations.

Table (5)

• _t ''''' '.. 'O , .

RESOURCES USED Ta FI~~~CE ~IFFEREHT FORnS OF CO~PA~1 :EHP.

COftP~~T TYPE
PARTNE1iS :LEm 8C~RC~I~S FROft ;O~i .:SSftl .aVT. FCREI6N

OOERS ECUIlT PARTNERS LC:NS SmqITl 8A~IS l~vESiINS •I~VESTlHS

PARTNERSHIP AS ~IH AS POS.ISlE CCftFCH 4S ~m~u CCft~CH m~m NO HOT ConnON BUT
CL'llF.EHT AC:C~HT Q':mRAFTS Jom VENT~E"S

CCftftOH POSSIBLE

LInlTED "RTNERSH1P AS nIH AS POSSISlE AFPEARS 4S :E:T TES smm HO SOT CO""O~ PUT
ON BAL SHEE, O·:E?ORAFTS JO m vENTum

eCftftO~ POSSIBLE

p,mATE SHAREHOLOING 45 HIH AS POSSIBLE Ho POSSIcLE SUT smm mE D!iiEeT RARE gUT
HOT C:~~:H il\'Em4FTS JOINT VENTum

eCftftOH POSSULE

PUBLIC SHARE!'OLDIN; FQI~ART lSSUES NO NO mum res: ::~E OIRECi R~RE gUT
IAFft) ;om ~EHTuns

POSSIPLE

PARTNERSHIP 3T SHARES

Beginning companies in Jordan ':ctpi tali:e tl"'e iTllnll':'l..UTl amc:unt for a
variety of reasons, inclUding t~~ advanta~es, aveicance of declaration
of wealth, and utility of the investc:rs. By and lar;e, no project
financing is available to any form of c~pany in Jordan. Banks and
providers of funds ask for feasibility studies, but ter.d to ignore them
in most cases and revert to perSO"'lal lending with 100% to 150% security.

Growth :ompanies have a relatively easier task raising funds to meet
their objectives. Sec:ause tt"Ese companies have been in business fer a
while, they normally have a track record and have established bank
ccntacts. Most gro,..lth companies tenc to finance ;ro...th to the ma><il'TlJrn
e~tent possible via debt. Suc:essful companies are able to access funds
to borrow from banks or, occasionally, fr-OTl semi-gc:vemrrental
institutions, from international investors (mostly through joint­
ventures), and, more recently, sore large successful companies have
approached the IFC. Al though in many cases grOtilth companies can raise
&qui ty by either going public or selling shares to new partners, this
practice is not corrm::n in Jel"dan. In general, tt-ere is • tS'ldency to
focus on tna><imizing the weal th of the original par'tners and an aversion
to the dilution of tl"'eir shal"es. In SOT'E cases, the tax advantages of
debt playa factor, but in many other cases the owners simply fail to
assess tt-e risks associated with high financial level"a~e.
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We interviewed four succ:essful companies which were in the proc::ess of
attempting to secure funds for growth. The main problem fac:ing all four
companies was net t~ ability to secure the funds. Rather, they were
cO"'lc:emed abo..Jt obtaining financing for the best (lOoleSt) cost of
capital and in a manner whic:h satisfied their growth inter~t. In
princ:ipal, all four c:ompanies objected to admitting new partners if the
only thing that suc:h part..,ers brought in was c:ash. All four c:ompanies
did, however, indicate a willingness to e~pand t~e number of partners
if, and only if, tre new partners injected lTl.;c:h mere into the business
t~.an mc:r.ey. Pm::::r1g t:-e desired traits of new partners were the abi lJ. ty
to secure new markets and/or t:-e abi li ty to cring in new tec:-l'lology.

Table (6) provides a list:r.g of growth-funding sources for c:ompanies of
t~e various legal forms in Jordan.

Table (6)
Gr-t:wth financing charrels

SC~RC£ L!~lm PART~lERSHIP
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~::Ln.E~f U'lLIKE~Y
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C=~F~NIE: ~O:T ~C~~C~I fl!DSi CO~~~'1RmmJ mN:~,6:
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INS:':RA~jCE cos ~IO NO
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, ".'1~

Ff~~:'~LE

WIl'f C1= lIoe

JO'jNr-VbT~~E

lIE. :S;UE5. NORt:mv
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COll~ON
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~:m LOA~lS
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2C'I~ IS:::E IO:IL v
~I~ms lIND)

FCSmLE ~O~ BOTH
E~~n A~:D ~EH
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For ccmpanies try;:r:q to swr",ive .ar:d ca7tir:ue, market forces are
determinant. Large ~ompanies, however, which provide extensive
employnent and whi~h -:an secure the support of tte govemment, sometimes
manage to ~onvert t::,arH debt to equi ty. These ~cmpanies write otf their
losses, ~apitali%e debt and reduce capital (par value of shares). This
operaticn is not very c:c:mrcn, but it has been dCl'1e with several p.1blic:
shareholding c:ompanies. Banks do not like to ~apitali:e debt because it
reduc:es t/"eir claim O"'l tt-e assets ot t/"e company, and because it forc:es
them to becc::me .i.nvolved in tt-e I"anagement of operations they know little
al:o.Jt.

Table (7) provides a summar/ of the responses the different users are



likely to receive from the different providers when they approach them
for funding.

Table (7)
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3. Curra"lt In'JeStnEnt Preferences

Table (8 ) belc:w sr-cws the c~rl'"ent investment practices of the various
potential providers of funds in Jordan. The table is based en
infcrmatic:n gatt"lered from interviews and surveys.

Table (8)
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OJr surveys of the various investors in Jordan revealed that banks of
all kinds, including finance companies, have one main objective: to
lend. Sanks also invest e)Ccess liquidity in what they perceive to be
"safe" Atvnan Financial Market stocks and bonds. Total investments in
the AFM, however, are relatively small, largely because the banking
system has beer. 'fairly efficient in lending (which is a different matter
entirely from ceir",g efficient in mobilizing deposits towards equity).
!"'cst lS!'1ding by banks actually gees to finance consumption. ClJr
discussic:ns with bankers revealed that they are satisfied with their
current operations: they are not interested in changing. In tt-eir view,
as expressed to us, treir job is to lend lTlC:f"ley, not to provide equity.
The ger.eral impr:ssicn derived from these meetings with bankers was that
trey are ccnse:"Vative by nature, and unlikely to initiate new investment
tools fer providing equity. Previous, unsucc:essful attempts to invest
in Jordan have had the greatest influence on them in this regard; they
implied that trey would only be interested in participating in the
creaticn of tools for equity .i.nvestment if they were first able to
observe sC'f'fleCne el$E' s successful venture into this area. Banks
themsalves do not provide equity directly, of cc:urse, but it is possible
for banks to establish subsidiaries which invest in portfolies of
SC'Curi ~i.ES ~ equity and, per:-la~S, in venture capital. Q.lr r~-earch

clearly indicated, rcwever, that Jordanian banks are not likely to
partici~ate \n initiating this idea.

~tings v.ere also t-.eld with varieus insurance companies, as well as
wi th tr.eir Federatic'i. Lnlike banks, insurance companies have roo "hard
and fast" rules against investing in equities. Current insurance
company preferences, however, are to provide government-guaranteed
syndicatEd loans, to invest in the SECurities of the ~, and to earn
interest Cl1 deposits at the banks. At the ITOIl"Ent, insurance companies
in Jordan are generally not interested in providing equity for
individual projects, largely because they h~ve neither the capability
ncr the staff to evaluate these Pt~ojec:ts. In addi tien, the people v.e
spcke with indicated that they are not interested in investing in
projects of this nature, first of all, because they perceive them as
risky and, secondly, becausa they ara not a part 01 their mission.
Although t~ey welcomed, with caution, the idea of pooling resources to
establish a fund to provide equity, it remains to be seen whether or not
it is ~sible to convince Jordanian insurance companies to overcore
their fundamental conservatism and to act accordingly.

OJr findings indicated that there are fOJr insurance companies which are
possible targets for fund pooling. The$e are: Jordan Insurance,
Jerusalem Insurance (Al-Guds), National Ahlia Insurance, and Arab
International Federation Insurance. Tt-ese companies all expressed
cautious interest in a scheme of this kind.

Semi"'"'9ovEi?rnment.;l investors primarily provide equity for new projects
ini tiated by the gevernment. This is tt-e investment strategy
articulated by their managers, and it is verified by an e~amination of
tt-Eir portfolios. Tre portfolios of the three major semi-govemmental
investors are described above in Part 8 of Section One.

20



Foreign canpanies' involvemen l: in Jordan is primarily restricted to
joint ventures with private c:ompanies. Very little foreign, direct
investment comes to Jordan. There are a few examples, hcwever, suc:h as
O"le in the dairy sector.

Discussions wi th various gcvemment departments indic:ates that ~rat:J

investors generally conc:entrate en investments in real estate.
Acc:ording to local bankers, Arab investors have only limited deposits in
Jordanian banks, while tr-.e AFM indic:ated that Arab Investors pure:hase
limited numbers of shares and bo1ds. There are very few active, direct
investments by Arab investors in Jordan and, ac:c:ording to international
statistics, large investments are made by Arab investors overseas,
particularly in Europe and the U.S .•

n-e greatest potential source of equity in Jordan is individuals and
companies with excess liquidity. We talked to over 25 individuals and
c:ompanies, and not ene of them was opposed to the idea of investing in
equity, if an app~opriate project could be identified, a good financial
packa~e establis~ed, and a clear market for t~e produc:t existed. All of
the entrepreneu~s, ~~ver, voic:ed doubts about t~e ability of projects
to succeed in Jordon. Their- majer CO'1cerns fee:used c:r. macro economic:
c:cnstr"aints to business ane: on the c:onstraints disc:ussed below in
Sectio; Two.

Jordanians, in l;;eneral, still prefer to invest in trade. We surveyed a
samplir"1g of seventeen investors abcut their investment preferenc:es. The
results show a c:lear preferenc:e for providing equity for trade (13),
while industry, servic:es, and agriculture trail behind at 7 eac:h.
Touri~~ scored only 5, while agricultural industry was c:onsidered very
risky with only 3 investors indic~ting their preference to invest in
this ~~tor. T~e overriding fae:tor ~xplaining these investors' aversiO"l
to ir"1vesting in agricultural industries is the existenc:e of extensive
govemmer"1t regulatir:ns. According to investors, the prices for most
agrie:ultural materials necEssary as f~ stock for industry are
cO"ltrolled by the govemment through government monopolies, and tr.e
prices for finished goods are fixed. Table (9) shews the number of
investors preferring tre different sectors of the ec:or.omy. The acc:urac:y
of the results are obviously limited by the ~~ll size uf the sampling
of investors.

Table (9)

Sector Preferences
c•••"C""-_--.:I COy ~?' .s...,......~... )

Trade
Agric::ul ture
Industry
Servic:es
Tc:urism
Aqric:ultural i~dustry
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4. InstrurEnts

Table (10) provides a listing of tre different financial instruments
available in Jordan, and tMe individuals and types of organizations
which can benefit from them. These instruments are equity, loans,
bonds, installment financing, and leasing.

Table (10)

PRI'i1\T£ PUELIC
WSTqU~ENT FAR1N£i;SHIP llWcJ F~Ri~ER£HIP SH~REHCUl~6 SHA~E~OLW:6..-_ _-_.__ _----_ __..---_..--_ -_.._-- ------- _--_ _ -- -- _------_ __ - -- ---..- ..

[cum lES. 9UT ~I~I~~L YES. eur ~1~1~~L YES, eUT 'WI~~L YES, 9UT ~l~I~~L

OVmRAFTS SEC~R£J mum SEC~REJ smm

TER~ lOANS smm mum SECURED S£CURE~

SY:IOICHEO lOA~IS ~O ~or ccr.~c~ MCT ~C~~CN FCSSIHE

aC~C5 NO ~O NO FmlBLE BUT
OIFFICUlT. q£OUIRE
sovr SUAP.~NIEES

INSi~L~E~T FINANCE IE5 YES IES YES

LE~SING YES YES YES IE5

Al though equity, as discussecl above, is c:learly only provided to tMe
absolute minimum extent in Jordan, it is nevertheless tMe most vital
element for beginning businesses in tMe cOJntry (meaning, all
entrepreneurs l'I'lJst have it tt-emsclves in order to start; if they do not
have it themselves, tl'"ey cannot start). By definition, equity is what
investors commit to a business frcm tMeir own resources. In Jordan,
this C:OtT'fTli tment is made, but in a ratMer indirect manner. A comnc.,
scenario is for an investor to pl~gh as little cash as possible
directly into tMe c:c:mpany for equity, and to s-::'"'Cure tN? debts of the
company by providing j:ersc:nal guarantees wi th sec:uri ty. ~"other Cc:::mrcr'l

prac:tic:e is to borrow from the banks against ac:ceptable securities and
t~en to capitalize part of the proc:eeds as equity, while using other
parts to provide partners' loanS or sh~reholders' loans to the c:ompany.
While tt"'lese practices indicate an aversion to providing equity in tt-e
accounting sense, they do show a willingness on the part of investors to
c:ommit to a business. Inv~tors in Jordan avoid providing equity for
reascns other than a lack of funds or ~. lack of committrEnt.

Loans are extensively used by cOTlpanies of all legal fonTS in the
COJl"\try. I"'bst Jordanian conpanies attempt to borrc:.w the maxim..ttTl aricunt
of funds possible to substitute for tMe shortage of equity. As a
resul t, rrost c:ompanies in Jordan arE' Meavily leveraged, with an average
debt:equity ratio of between t\ltolO anc1 'four, and the cost of capital is a
maior t:urden on tt-eir operatiCl'ls •
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Probably the most common of all debt instrument: in Jordan is the
overoraTt. Overdraft fac:ilities are extended for O1e year, and are
generally renewable annually. Disbursement of funds are usually
liberal, and interest c:harges vary fran one c: lient to another, ac:cording
to their financ:ial standing. Overdraft fac:ilities are generally
secured, and are offered to companies of all types a.-:I, usually, in all
fields of business, sinc:e there are no hard and fast r~les to restric:t
their assignment. Most companies use overdraft fac:ilities to finance
their operations, and commonly refer to this kind of financ:ing as
"..-.orking capital". In 1988, overdraft facilities in Jordan arnc:unted to
JD 628 millicn, and c:onsti tuted 41% of total debt financing in tre
c:r:untry. In /"1.ay 1989, overdraft fac:ilities ~ted to JD 606 millic:n.
and c01sti tuted onl y 38i~ of tre total debt financing in tt":e c:cuntr'l.

Term leans are generally w~ed to financ:e fiXed assets and/or working
c:apital, and are usually extended for a period of up to eight years.
Interest on term leans is fixed for the entire peric::d of the 1oar. , and
repayments are expected either quarterly or 5emi-annually.

Eec:ause term loans are projec:t-specific loans, trey t:nd not to be
po~ldr wi th either bankers or" borrc:wers. Sankers /lUst t:eccme ccnvinc:ed
of the viability and C:r"edibility of tre projec:t, while bor"rowers dislike
the lack of flexibility which comes with a term lean as opposed to an
over"draft, and the need to meet payments wren they become due. Term
loans are pr"ovided against collateral, which may include mortgages of
real pr"operty, charges on sr.ares and ba"lds, bank guarantees, the
endorsements c1 letters of c:redit, or the ac:ceptanc:e of tr"ansfer of
r"ental rights at industrial estates for projec:ts located there.

Term loans are usually offered to companies of all legal forms, wi tt-eut
clear discrimination against any line of business.

Syndicated loar.s ar"e available to large projects, in both the industrial
and mining sect~r"s, which are beyond the capacity of a single financing
institution. Participants in syndicated leans may inc:lude, in addition
to banks, semi-governmental institutions, investors, and insurance
companies. Syndicated loans are usually granted fer a peric::d of seven
years at a floating rate of interest, plus a 1 to ZI. c~ission.

Bend issues began in Jordan in 1979 and are traded in the Pmnan
Financial Market. In Jordan, bond issues include corperate bonds~

development bonds, treasury bends and treasury bills. Bend issues are
generally available only to public sharerolding compar.ies and government
authorities, and they are usually used to finance lar;e projec:ts in
eiUEr tl"'e mining or" industrial sectors. Between 1979 and 1988, 27 !:end
issues :Ere made, and all issues were guaranteed by tre govemlTE'nt.

Ler?lsint; i:5 practiced by three companies in Jordan, with emphasis on the
ca!struction 54?Ctor. Leasing is available to ct:mpanies of all legal
'for:m:> , b.lt this type of financing is sti 11 uroCOMO"l in this country.

InstalllT'1Ef1t fJ·n~.,cing is prac:ticed by the Islamic Development Bank and
by institution~ operating according to the Sharia'a Islamic code. Both
leasing and installment leans cons+.itute ~ly a small portion of the
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financial instruments used in Jordan, when comj:;ared with the other forms
of instruments in use.

s. 1l"e Alman Financial f1iIrket

Potentially tt-e single ITI:lst important forum in Jordan for linking the
providers of funds (i.e., investors) with the users of funds (i.e.,
entrepreneurs and companies) is tt-e Pnman Fin.anciaJ !"'.arket (PFl"1).

The ~ links investors and u!.;;::rs of funds by providing equity and debt.
Equi ty is provided to companies through the issuance of shares in tt-e
Primary Market and in tt-e Parallel r".arket. Debt is provided through the
issuance of corporate bonds and development bonds. both of wr.ich are
guaranteed by the government. Tt-e Sec.cndary l"'.arket I=rovides a for..Jm for
sl=E'Culation by investors.

Table (11) shows stock and bond issues and fixed capital formation
during the years 1978 through 1988.

Table (11)

AFM s~cck and tc~d iSSUES arid fi~ed capital formation, 1978-1988.

Years Shares Corporate Development "!'otal Fixed capital Issues to

share JD bonds in bonds in (In J.D) Formation filled capital

(J.D million) (J.O million) In (J.e million) formation

1978 11,901.117 - 10.0 21,901.117 2291 9.6%
1979 16.887,705 5.0 11.0 32,887.705 294.5 11.2%

1980 47,76.1.260 50 10.0 62,164.260 397 a 15.8%

1981 74.547.574 50 9.0 98.547,574 5ii4 S 15.7%

1982 91,308.682 25.0 12.0 128.308,682 5973 215%

1983 59.910,000 22.0 12.0 33.910,000 502.8 18.7·~

I
198.1 6.283.530 19.5 130 38.783,030 485.6 i.9~~

1985 10.675000 8.5 200 39.:75,000 4"3.1 8.3~.

i 1986 11,420.000 190 15.5 45,920.000 459.7 10%,
50 26.0 59,159.538 13.3%

i 1987 28.159.538 446.0

1988 7,000,000 9.66 17.0 33,660.000 - -

Total 365,857,506 123.ee 155.5 6&5,017,506 -- -

O1ly conpanies registered as PJblic: sharet-olding cc:ropanies with tl"e
Ministry of Trade and Industry may benefit from the AFM stock exchange
facili ties. To be listed in tt-e Parallel Exchange, a c:ompany must be
registered as a publ ic: shareholding c:onpany wi th tr.e Ministry of Trade
and Industry, it also must have received an inception c:ertificate, and
its paid'"'1.!p capital must equal at least SO% of the total shares' par
value of the company (declared capital). In addition to meeting the
above retluirements, for a conpany to be listed in tre Regular Exc:hange,
at least one year must have elapsed following the inc:eption date of the
company, an annual report must be ~ublist-ed, and certain information
disclosure requirements must be fulfilled. In practi~e, most n~~.y­

fermed public: shareholding companies list in tt-e Pa~allpl Market for one
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or tllllO years before listing in the Regular Market. Table (12) st-cws the
number of c:ompanies listed in the market from 1978 to 1988, while Table
(13) provides a list of all Jordanian sharerolding c:ompanies and their
status as of 31 December 1988.

Table (12)

l\llrTlber of c:c::mpanies listed in the ~ from 1978 to 1988.

1978 1979 1980 1~81 1982 1983 1984 1985 1986 1987 1988

ReS __ ,Jr Markel 57 71 71 72 86 95 103 104 104 106 107
P3ra;"~1 Markel' - - - - 13 14 12 13 11 13 13

Cu's To Be Listed - - - - 16 17 16 11 8 4 4

Tot.1 57 71 71 72 115 126 131 128 123 123 124

• TraCing :n tne Parallel Markel started on Fe::: 20. 1582

I



Table (13)

List of all Jordanian shareholding c:onpanies and tt-eir status as of
31 Dec:ember 1C788.
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The Primary Market is, essentially, the forum where equity is provided.
During the bcc::m years of the mid-1970's and early SO's, tt-e number of
large projects in Jordan was high. Many companies were established to
cater to what appeared to be an ever-g~ing market. SetloEen 1978 and
1982, the Primary "",arket in shares experienced an average annual gro..th
of 56.~~. and the total value of new issues i,., 1982 exceeded JD 90
mi 11ion • Fo11ewing the regiona1 recession in the 1980' s, t-.cwever, many
public sharehclding companies realized that tt-ey had ever-invested.
Production was well below capaci ty and, for most !=UbI ic shareholding
companies, short-term debt was increasing. This prompted many of these
companies to fund short-term debt through corporate arod development
bc:r.ds.

Although, in theory, the ARM is an effective forum for rals~ng equity,
in practice it only benefits ccmpanies of a specific size and legal
form. Since only a few companies are either able or willing to go
public, the ARM is automatically precluded from currer.tly being
considered a serious avenue of ~unding for small private business.

The mcst active trading in the ~ is dcne in tt-e Sec:ndary ~.arket,

where existing shares are circ~lated amcng competin;, speculating
investors. Unlike the situation in tre West, individuals and not
insti tutional investors are tt-.e biggest participants in tt-e~. Around
600,000 investors traded in shares during 1987, with limited
participation from institutional investors. This explains to a degree
why, despite tt-e fact that a large number of investors participated in
tt-e market, only a small percentage of total bank depcsits was actually
invested in the market (6'l. in 1987). Furthermore, it explains the
volatility of the market and the unrealistic pricing of most shares.

Discussions with various investors in tt-e Market have shown that most of
tt-em tend to invest in the ARM in stocks of banks and insurance
companies, rather tt".an in shar2S of industries or services. ~cording

to the ~ statistics for 1987, the highest JD investments in the formal
exchanges went to banks (at a market value of JD 455 million), industry
(JD 359 million), services (JD 62 millicn) and insurar,ce (JD 39
million) •

The Company Law of 1989 has offered a new opportunity for potential
users of funds to gain access to providers through the AFM. A
partnership by shares company may now be established with as little
capit~l as JD 100,0C'0, and may be registered and traded through t~

e~change. To date, however, not a sin;le company of this form has been
established. This could be due partly to ignorance and partly to a lack
of desire to abide by ~ regulations, as well as for other reasons.

In sum, funds for equity financing are available in Jordan, but have not
been mobili:ed. Large amounts of money simply remai~ idle in bank
deposi ts. For a number of di f feren treasons, the ,:FM benef i ts on Iy a
few users, and users have failed to take advantage of the recent changes
in the Company Law. The resul t is an inefficient system for mobilizing
savings into productive equity. By and large, equity in Jordan is only
provided through direct contact--as it is in traditional, rural



C:Cl'M'Unities-despite tt'e fac:t that Jordan today is a large and ccmplex
soc:iety. As a result, those who benefit from tt"'e availability of funds
and who use them as equity are generally the savers tl-emselves, tt"'eir
inmediate family, tt'eir relatives, or, to a lesser extent, trusted
friends. By and large, thare are no channels in Jordan to provide
equity financing to small start-up c:ompanies.

"



s:I:TICI'I l\l[): ~INTS

A. ~INTSF~ BV 1l£ L5ERS CF EI1JIl'Y O'PITPL.

The users of equity capital in Jordan face a number of constraints in
their efforts to raise equity capital. Many of these constraints
overlap witn or are at least influenced by the constraints also faced by
the providers of equity, which are discussed in Part 8, below. CUr
interviews with varicus cc:mpanies and individuals identified a numt::er of
~ommon problems. In descending order of priority, these are:

1. Lr.doubtedly the greatest single const~aint faced by the users of
funds in Jc:rdan is alack OT Tt..:Iids teilig mode available Tor investment.

A lack of funds readily available for ir.~estment is r.ot t~e same as a
lack c:f funds. To understand the differ:nce, it is roecEssary to
determine, first of all, what money is available in Jordan ~nd,

secondly, to examine t~e attitudes of those w~~ have this money, in
order to determine whether or not t~ey are willing to invest it.

Money placed in financial institutions in Jordan belongs eitMer to
private depositors (resident and non-resident) or to public
instituticns. For the purpcses of this repcrt, we are interested
primarily in mcney available from private entities (individuals and
companies), w~o placed t~e funds in the financial institutions to
satisfy certain utility requirements.

A brief ~rvey of bank depcsits shows that large amounts of both
Jordaniar. dinars and foreign currency are invested in the form of
savings deposits and time deposits in the financial institutions in the
country. More than 1.4 billion dinars is placed in Commercial banks in
Jordan in the form of savirogs and time de~sits belonging to resident
Jordanians. In one bank alone. the bank manager informed the writer
that several of his accounts had deposits of JD one million and more,
and belonged to private individuals. One such account had JD 7 millicn
in time ceposi ts. en anotrer c:ccasion, one of the individuals
interviewed by the writer revealed t~at ~e had D.M. 36 million in time
deposi ts at a local bank. No'!-resicent deposits in Ccmnert:ial banks
amount to J.D. 440 million (according to the JCE bu~liten of May, 1989)
and mostly belong to Jordanian e~patriates living in the Gulf States.
Tables (2a) and (2b) in Part B of Section One provide a list of private
deposits in the Jordanian canking system.

As these tables clearly illustrate, t~er2 is no lack of funds in Jordan.
The problem is, under the current system, that it is root being made
available to entrepreneurs or small private businesses in the form of
equi ty capital.

2. W~Gt the users of funds lack, therefore, are ~ctive institutions
which provide equity to entreprenE!tJrs and small businesses.

As discussed in 5ec:ticn Die, entrepreneurs and small busim~sses

effectively must rely on their own savings or the savings of friends and



r;aolatives in order to develop project ideas. For tt-e mere affluent
and/or well~onnected entrepreneur, this situatiO'1 is not a major
c:c:nstraint, but for the less affluent and/or not~O"'lnec:ted, there is a
majer need for an active institutiO'1 to whic:h these individuals and
businesse$ could turn for funds. Perhaps the best-kno,..,n &xClm!=,le of this
type of insti tuticn is the Small Business Administrati01 in the Lhi ted
States.

The PETRA project ar.d the IDB venture capital program are perhaps tt"'.e
closest Jorcan ccmes to providing insti tutic:nal help ir, this regard.
The PETRA ~rojec~, t"'cwev~r, is root ablp. to deal directly in equity
investments, while t~ lOB program is very s;nal1, with 501. of its
venture fur.ds already ccmmit~ed after less than cne year in operation.
Fur~hermore, both projects are f~ced by non-Jordanian sources, and tt"'us
do not ccnstitute a mobili:ation of local savir.gs.

3. Prlot:--.er major cc:nstraint is tt-e lCiCk of an inst,ituticn to provid&
act.ive support for entrepreneurs ,;r:d small busir:essr:s in the process of
developing proJoect ideas.

Tr.et-e is a need to actively t"'.elp ar, entreprErleurial class to develop.
Historically. Jordan was, fer t~cusands of years, a trading nation,
ratr.er than a producing natien. While this is slowly changing, old ways
are not e:3sil y supplanted, and r.ew ways trust t:e learned. A success1ul
entrepreneur is, in reaiity, a ;ene~alist, someone capable of using
exis~ir.g information t~ icentify market opport~ities and tren putting
to;ett"'er a complete package to exploit t~e available opportunities for
profit. !"'cst Jordanians, t"'cwever, crefer to eecome specialists rather
than generalists; Jordanian entrepreneurs therefore need access to
;eneralists to help provide them with the skills tt"'.ey lack to develop
their projects successfully.

Even affluent and/or well-C:C:j.nect:d entrepreneurs seem to suffer from a
lack of awareness of the importance of t~ese skills, as well as from a
lack of expert human resources in the fields of financial management,
marketir.g, and overall project cevelcpment. Those whe are wealthy
eno.Jgh do scmetimes import expertise from places as far away as the
United States, or else develop thei~ projects in the form of joint­
ventures with other companies. Equitable joint-ventur2s, however, are
not easy to come by in Jerdan beca~sc of tre limited advantages Jordan
appears to offer foreign corporations.

4. !"'cst investors also identified government reqult3ticns as one of the
most im~crtant factcrs affectir,g t~e provisic:n of etjui tV. Many
Jordanian laws were established years ago, when a different economic
climate prevailed. Although a r.ew economic: climate exists today, the
old laws remain the same. The tax law, for example, favors cash savings
over inves~Toents, with a devastating effect on the provision of equity
in business (i.e., interest paid for debt is tax-deeuctible, while
interest earned en deposits is exempt from taxation). Furthermore,
while good administration eases the burden on investors and attracts
them to a cc:untry, attractive investiT'Ent regulations are not sufficient
by themselves to make people invest treir money in business; proper
implementation is also necessary. Jordan, for instance, created a "cne-



stop govemment wind~" at the Ministry of T~ade and Industry to make it
e~sier for investors (holders of equity) to start new businesses. This
one stop govemment wf.:do-l, hcwever, has failed to attract business and
investment by reducing the administ~ative burden.

s. Most entrepreneurs and small OJsinesses have di tficul ties marketing
their prcducts. This becones a constraint in raising equity~ since few
providers of funds are likely to invest in t~e development of a product
for whic::h there is no apparEnt market. Often. ho-Ever, this is more a
problem of perception and lack of information t~ it is a real lack of
markets. CUI'" surveys disclcsed a reluc::tar;ce c::n t~e part of both users
and providers of funds to finance evaluations of market potentials, and
a lack of information about potential markets. T~~re is also a need to
develcp more sophisticated marketing skills.

The Jcr:=,anian market, for- example, fcr most prcc;.;cts, is rather sinal 1.
It dces not in ~ost cases justify (with tr.e e~c2pticn of sc~e

agr-icultural-based processing sc~~mes) t~e estaclishment of import­
sucstituticn incustries. Tr.erefor-e, projects which can potentially
attract e~uity investments must be able to take advantage of Jcrdan's
location, fr-iencly relaticns, and bilater-al protocols, in order- to
penetrate other ~~rkets in the regicn.

Regional markets fcr Jordanian products can be diviced into two classes:

1. Foreign excr..ange-rich m.arket5, SUCh as Saudi Arabia ar.d the
Gulf countries. T~ese markets a~e open, and Jordanian industries find
it diffic::ult to compete in trem for social reasor.s as well as for
reasons relative to consistency of quality and price. Recent gains in
the expert of agricultural produce to tre Gulf as a result of the
devaluaticn of tre dinar in no way cont~adict this general tendency.
Furthermore, the penetration of trese markets r~uires marketing
capabilities currently beyond t~e reach of mcst Jordanian businesses.

2. Foreign exchange poe,- mor!<ets, SuCh as Egypt, Syria, I~aq (at
present), Yemen and Sooth Yemen. These countries ter.d to p~efer to pay
Tor Jor::lanian prcducts thrcugh barter, which means tt-~t the Jordanian
producer does not receive the benefits relatee to foreign exchange from
exports. Furtliermore, more and more of tt-esa cc:untries are becoming
less ?r.d less interested in bartering products for which tliey can earn
foreign exchange if they exported them to othe~ countries.

A ner.-rt=9ianaJ market for Jordanian products which has been Ii tUe
explored is the EC. This mar-ket has considerable potential fo~

Jordanian products, if the approp~iate products are identified and
produced, and if appropriate marketir.g strategies are developed to
exploit trese markets. Particular advantages for Jordan in Europe are
based on the e>eistence of tt-e Jordanian-EC protocol, and on the fact
that many Far Eastern countries completely fill their annual import
quotas to the EC. As a resul t, Jordan has the potential of becoming a
part-production/assembly station for many products from the East, to be
re-exported to Europe as Jordanian ~roducts, after fulfilling the
country value-added criteria.
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6. During our interviews, a number of Jordanians, both investors and
entrepreneurs, identified various factors of pn:x:Jucticn as constraints
on their ability to provide or to raise equity capital. Trese included
the work force (latxlr and management), energy, raw materials, capital
equipment, and natural resources.

a. The work ferc;:: There is a need for the educati01 and training
of management in both the private and public sectors. Particular
emphasis must be placed on tr.e development of strategic. financial and
marketing managers. The Jordanian work force. when utili:ed properly~

is educated, easily retrainable and, with the proper incentives, can be
dedicated. This is evidenced by the success of SOfTE' Jordanian companies
in unusual fields such as tr.e pharmaceutical industry, the manufacturing
of lifts and the manUfacturing of some agricultural implements (i.e.,
Maice in irrigation, and Rama in spraying and ploughs). The recent
devaluatic:n of tre Jordanian dinar has had tre favo~able effect of
reducing the cost of labour, but this potential advantage is ~eaningless

unless greater emphasis is placed on improving management for
productivity, efficiency, and quality.

b. Tt~e cost of hydrocar/;cn energy is fairly high. Research is
being carried out en developing alternate sources of energy, but so far
the use of otr.er forms has not been verf successful in the industrial
sector.

c. Most eccnc:mic activities currently taking place in Jordan
appear to dEp€r,d on irr:,:crt=d raw fT'.aterials. This creates a scope for
eitrer tre development of basic, primary industries (such as glass
manufacturing or the development of a fcundry) or for tre easing of
current restrictions on tre import of basic materials needed for
Jordanian industry.

d. CapJ."tal C'quiprEnt for industry may l:e brought into Jordan
witt-cut major restrictions and without duty (according to the
Encouragement of Investment Law). Many Jordanian busirlesses also are
able to buy reca;diticned equipment from Europe at reaS01able prices.
Such equipment, however, in many cases, is not as good a bargain as
buyers may think: yield, productivity and efficiency factors are one
reason, while unavailability of spare parts is another.

e. Jordan has few conventiCTlal natural rESCtJrces. As a resul t,
this is riot a majer avenue for the injec:tic:n of equity into tt-.e
country's economy. Creativ~ treatment of nc:n-conventic:nal rescurc:es,
however, could provide an avenue for attr~cting equity, but SUbstantial,
professional studies are n~ed to evaluate the possibilities in this
area.

7. A final cc:nstraint mentioned by a number of di Herent entrepreneurs
and other analysts, and one which is difficult to prioritize, is the
social-political cJi~te of Jordan. The socia-political profile of
Jordan is comple~. This c:omplexity is brought about by a variety of
factors which include but are not limited to the mak~p of the Scc:iety
(tt-.e presence of a large number of refugees and ilMligrants), the
cultural process of socialization and child up-bringing (i.e., the



supreme authcri ty of tt-e '1a tt-er-figure, etc.), and a variety of
political and legal factors relating to a government administering the
affair,:: of a ccuntry in a turbJlent rc'Qion. The latter o'1ten lead to
strained relations between the government and the private sector and, in
the end, take their toll on the willingness of potential providers of
equity to invest more funds in business. Tt"".e resul t is a risk-averse
population, with a st""ort-term outlcok, leery of investing in a
politically turbulent region of the world.

B. a::J'Sl"mINTS F~ BY 11-£ ~1ER5 CF mJIlY C'.PFIT~

As was demonstrated atove, it is abundantly clear tt"".at funds are
available in Jordan. These fur.cs have not, hcwever, been mace available
for equity inves'tJTlents in Jcrcan. Are Jordanians, by temperament, only
savers and not invest~rs? Or are there significant constraints which,
to date. have ceterred t~€m fr~m providing equity capital in Jordan?

To answer this question, it is n=,=essary to examine, first of all, tt-e
utility requirements of Jor=anians with meney. Intervi~~ were
conducted with nine well-kncwn, wealthy individuals living in Jordan.
Frc::m t~ese interviews, the follcwing tendencies IoEre cbsarved:

1. The primary concEm of mcst Jordanians is tre safety of thei,"'"
funds; hence, Jordanian investors prefer to invest in going c=ncerns.

2. A S2C01d concern is fer a pcJsi rive but SE?CurE' return en treir
ir,ves~nsnt; rence, tr.ey prefer to invest with an establist""sd instituticn
or individual with a clear track record.

3. Tt""ese individuals also desire control. This is a result of a
general lack of trust on the par-.: of investors in Jordan, and in the
credibility and competence of Jcrdanian management.

It is clear from the writer's interviews with various investors and
existing companies that Jcrdanians are not only savers: tl~ are also
willing to invest. This is evidenced by tt""e fact t~e Jordanians do
invest abroad. Indeed, many Jordanians are willing to remain passive
investors, c:r.ce credibility and trust .in the cc::mpetence of these
managing their funds is establisr-ed. Investors with varying interests
identified tre following as the main problems which stop tt-em from
investing in Jordan:

1. The single, greatest cC('lstraint to investment as identified by the
potential suppliers of equity interviewed in the course of this study is
a problem in the availabilJ:ty of wrH3t U·ey percE'.ive as r;cx:d in\/f:Stmenr
ideas.

Curing two interviews conducted in tt-e co;rse of this stUdy at the
Ministry of Trade and Industry, tt-e writer witnessed two different
investors at en two separate occasions interrupt the intervie!\lll to
enquire aboJt projects for investment. T~e investors stated that they
had money, were looking for ideas, and wondered if the Ministry of Trade
and Industry had ready ideas for them to invest in. Of course, it is
neither the function nor the duty of tr.e Ministry to provide such
information. It would M9ve been appropriate, however, to refer such
individuals to a speciali:ed institution capable of providing investmP.nt



opticns to tl"".e c:c:nc:erned pecple to meet their investlrEnt requirements.
As is, and without c:ormenting O"l the c:redibility of the t""'O potential
investors, tl""ey were turned away empty handed.

~ investment ideas never c:ome out of a vac:uum. !"'.any ad hcc: ideas may
be presented, but for suc:h ideas to become c:redible, viable and
workable, specialized work, effort, time and mcney must be spent to
develop them. What Jordanian investors really face, then, is a lack of
c.-edibly develofjed proJect iceas. and gcxx1 investment prcpc5als, ratl""er
than a lack of geed investment ideas.

AlthoUgh many individuals ac~rcach investors with ideas which in many
instances appear credible at face value. tl""ose who present t~e ideas in
almcst all cases fail to provide sufficient evidence t~t tl""~ project
can suc=eed. Primitive market evaluaticns, static fi~ancial

projections, weak tecl""nolcgy identificaticn and the lack of financial
~ackaging do not make for a geed investment proccsal.

Lack of project development can clearly be identified as the single mcst
stifling factor in tl""e development of both business and equity in
Jordan. It is because of t~is factor that many indust~ies in t~e

country have failed in the past, and provided Jordan with its present
rat~er unfavorable track rec:rj in new ~usiness start-Jps. This is alsc
the reascn many investors are unwilling or unable to ~rovide equity to
entrepreneurs, and ~he reascn that banks prefer to pr=vide persenal
financing ra~her than project financing.

Al though project developnent is identified by almost a11 01 t~e

providers of funds in .Jordan as very important, very f .....-I of t~.em are
willing to spend money to develcp a project before investing. This
attitude towards project development stems from ignorance and a lack of
familiarity with the process. ~QSt people rave become accustomed to
seeing feasibility stUdies as meaningless write-Jps, ~s2C only to
ccnvince cne regulatorfagenCy or anotl""er to provide some license. As a
result, ~=st of these wro write such studies are write~s ~,d not
r"esearcl"".ers, tl""e regulatory authorities wro demand tr~ do not consider
them credible, and the entre~reneurs who pay for them are not normally
reql;esting tr-e study to satisfy tbemsel ves that they are making the
rignt investment decision; I"".ence, trey will e:t'lly pay as little as
possible to have them generated.

Ideas, when properly developed by professionals, have greater chances of
suc:::ess than otherwise. This naturally does not mean that every idea
when developed well will swc:::eed, but chances of success have been kncW"1
to reach between 70 and eol. (in incubator facilities i~ tre U.S., in
high-tech, with uncertain ~arameters). ~l tt-aJgh project developrent h;
e>epensive, it is much cheaper than financial and econcr.lic failure. For
e>eample, spending JO 40,0C() to develop a project may save ultimately
millions of JO's, if the devel~pment process indicates that the project
is for one reason or another not feasible.

The project development process, as referred to in the context of this
study, involves much mere than the write-~p of a feasibility document or
a t'Usiness plan. To be successful, project developnent must extend



beye:t'ld tt-e planning stages to involve t~e setting~p stages and beycnd.
The setting~p process is the bridge cetloEEn a business plan and the
creatie:t'l of a fully funded ccmPany. Tre need for the involvement of
professie:t'lal project developers in this proc:ess stems from tt-e practical
realization that while business plans are necessary to identify
investment parameters, they are not by themselves sufficient to attra~~

investors or secure success. An analysis of a complete project
development cycle is located in appendix E.

2. ~other ce:t'lstraint identified by the providers of equity, as well as
by tt-e users of equity, is government intervention in C'-Jsiness. This
takes various forms, cut includes mcnopclies on t~e supply of some casic
materials, pric:e-controls on some end-products, and ger.e~al interference
by governrrE'l1t ln business.

3. Potential suppliers of equity also icentified a pear track record as
a major constraint. In the general per=eption, there are only a few
cases of sucCe$S in business in Jordan, while stories of failure are
relatively large in number by comparis=n, and ~cst investors we
intervielNed believed that the general F.OI on equity investments in
Jordan in tt-.e past has not ~n enccuraging.

4. Investors also cClTYT1ented cr. tt:€ pccr-qui!ility of rr.an.at;ement.
Qualified middle- and upper-level management persennel are in short
supply in the Kingdom, due to low pay scales. Particular shortages
e~ist in the areas of financial, marketing and planning management.

Other constraints identified by investors are:

5. pcor markets (w~.ether actual or real is immaterial: since tt-.e markets
appear peer to the investors, this per=epticn acts as a constraint).

6. conser.la t.ive atti tudes.

7. socia-political factors, such as a pe....=epticn of a ;:otsntially
unstable environment for investn-ent.

It is interesting to note, ~owever, that t~e various investors did
express their confidence that these problems could be overcone, once
more effort is exerted cn project develcpment.

c. 11-£ U'CK CF EFFICIENT FI~I~ INIEFH:DI~IES

An additional constraint en the availability of equity in Jordan is tre
lack of efficient fin.ancial institutia-:s. The signi fi:ar.ce of this
constraint is in no way diminished by its position as the final item in
this survey: it is a constraint which affects users and ~roviders of
funds alike.

In a small rural community, providers (affluent individuals) and users
of funds (entrepreneurs) are usually eitrer r"elated or knOori to one
another. Because affluent i,'dividuals, in such cc:::mTUt"lities, ter'1d to
keep e~cess cash and have it readily available, entrepreneurs are able
to approach t~em directly for financing. Until recently, Jerdan
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operated in this manner, and through thi~ system of direct contact
savings were utilized fairly efficiently to the satisfaction of most
people"s utility.

In today" s more complex and larger soc:iety, the above system does not
work. Despi te tt-e fact that Jordan" s looEal th has grc::w"l many times over
in the past ~wenty years, this grcwth occurred rapidly and t~s attit~des

and mentality of many of tre j:ieCple have not changec. The affluent no
longer keep t~si~ mcn~y readily available, projects ~ro~csed by
entrepreneurs have cecome mere saphisticated and complex, and di~ect

c=ntact between the affluent and entrepreneurs has =EC=~e mc~e

difficult. Trese factors explain the c~rrent ineffi=ier.c, of mobilizing
savings into equity.

As demcnst~ated atove, savings in Jordan tend t= be in t~ form of real
assets and bank deposits. A significant savings pct:ntial Exists to be
r;jobilized in Jordan. This is much mere t~e new tho;. c("\e year ago,
bee:ause unti1 recen t 1y bank deposi ts WEre a geed inv::stJ'nental ternative.
as tr-e real net return en invest".ent was positive. Today, however, wi~r-,

inflaticn running much higr-.er than interest earned or. de~~its, tre ne~

r2=1 r2'tWtll en sucn invEst;r.ents is nEog.::-:ive. Tr,is f:r=s~-;'t= tr-""
i~di'''idual irwe=t~r with tt-..: cc::tic.l'"1 of departir'lO fr=rn t:~•.* deoc:si ts ~r·d

investing in real estate in t~e absence of other-investment inst~ments.
Departing from bank deposits to real estate, rGWever, e~~es t~

investor to disadvantages related to liquidity, divisibility, and
vulnerability to loss of value.

This situaticn, as described above, creates a valuac:~ c~pcrtu~ity for
tr.e Jerdanian financial system. Since liquidity is a r~lative term to
investors and ~.eans different things to different savers, financial
institutic:ns should now be able, from t~e economic s~andpcint, to offer
a variety of investment instrur.Ents wit~ varying degrees of liquidity.

Geed bank management requires assets ar.d liabi li ties :;:ractices wr'ich set
liquidity at the bank to tre minimum level reouired to meet the demands
of the depositors. Banks in Jordan, however, have ~r~ accustomed,
over tre years, to a prudent degree of liquidity and, according to the
Price l~~terr-cuse report of May 1989, to efficient lerding. While this
symbolizes efficiency in the banking sense, it also symbcli:es
inefficiency and failure in the mobilization of savir.;s to production.

Savings mobilization by financial institutions requir~s t~ree major
factors:

1. PrI overall favorablE' m,;cro-ec=r.omic and fi.-;=r.cial environment
in the country, which is conducive to successful operations.
2. High-quality managgnent at all levels, whicr. is independent
(decentralized) and which ccncems itself witt1 financial SUCCe!5S

and viability.
3.. A we l1-developed leg,;1 and Odnk ing sys tem.

Anc:ng the most COlTVTlal complaints e)(pressed by bankers themselves, when
confronted with accusaticns of inefficiency in tre financial system, are
the following:
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1. Banks have peer <:luaUty lQEr and middle management persennel.

2. Proposals for financing by entrepreneurs are deficient in
quality and cannot be cO"lsidered seri.:1l~ly.

3. The banking system is reavily regulated by laws which do not
take new banking products into account.

4. There is a general lac~ of information en the credibility,
reliability and trustworthiness of individuals.

5. There are no clear disclosure requirements for businesses.
Getting a true, accurate ~nd reliable picture of t~ financial
standing of an organizaticn in Jordan is difficult.

According to tre Price Waterhcu5e report of May of 1989, the Jordanian
banking system is efficient. The report sta't2S that 701. of bank
deposits are lent (although, in fact, the Arab Eank, by far the largest
banking insti tuticn in Jordan, registered at ti'"e end of June 1969 a
liquidity ratio--i.e., cash in hand and at banks and in bonds, to total
assets-of 651.), and that the high d£f~ree of liquidity in the Jordanian
banks is a prudent practice, given t:-'~ scciety' s i=reference for cash.
This in no way contradicts the findings of tre present report. Loans
offered by banks in tre past have been mainly used to finance
consumption, and although the financial system as a whole may be
efficient in lending mor.ey, it is inefficient in mcbilizing savings to
equity or production •

. .
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sa:rICN ll-R:E: fElL'~TICN3

To ma~~m~ze the flow of funds from currently idle. lcss-making bank
savings to productive equity investments, two sets of recommendations
st-culd be observed.

T~e first set of recommendaticns invc-.l·es tlie financi~g system itself,
and is designed to bridge t~e gap bet~~ U5ers and pr=viders of funds
and to incr~ase the efficiency of the financial intermediaries in
trebilizing savings to equity investments. n-.e second set is more
ger.eral, and is fcrmulated to improve investnent condi~icns, and renee
to create new o~pcrtunities for equity financing.

A. FI~I~ s:LiU< a=ECIFIC F£WIBmTICJ'S

Financial sector-s~ecific rECommendaticns~ listed in cr=er ot priority,
are:

1. Es:ablish a P"-o.iect Icentifi=:Jticn =nd [)evelccr.,ent
Crgani:atic;n.
2. Establis"" nEW teols fer pr::;viding equity inves=ments.
3. Establish c; data bank to pl"i::~'ide' infortTlCition cr: entreprE:netJrs
and inves tors.
4. Review Jcrdanian laws pertai'-i~'ng to equity, c;r:c evaluate treir
impac t CY7 tf-.e flow of ~uity to !:i.;siness.
5. Establish a Jcrdanian credit rfi?port.ing /:A.;reau.
6. Provide training fcr investcrs.
7. Provide training fcr bank managers and credit analysts en risk­
assessment, .and develcp structur~ systems to er.able bank staff to
make project la70ing cecisicns.

These recc:rrmendaticns are detailed belcw.

Rationale

a. No investments can be mace without identifying goce cpportunities and
ccmmunicating their value to investors.
b. Trere is excess, idle liquidity in t~ country, Wt-c5C Oo.flers are
leeking for good projects in which to invest.
c. Trere is a desire by Melcers of f~d$ to diversify ard to invest in
projects, if good J:)rojects can be identified.
d. Trere is an acute shortage of well-ceveloped project~ in the country.
e. Trere is a need for a credible organi~ation to help entrepreneu~s

develop treir J:)rojects and market them to investors.
f. The prevailing ecO"lomic climate is ooportune fer establishing new
t:usinesses in the country. The dinar is low, labour is relatively
cheap, Asian countries are filling trei~ annual import ~uotas to Europe,
and ideas for assembling and packaging bulky products manufactured in
faraway places fer reexport to both Europ: and t/"e reg:'cn appear
feasible.
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Philosophy

The general philosophy of the Organizaticn would be to attract project
ideas from all sac:tors of the eccnany and from people of all classes,
rich and peer, in the country.

As project ic:::eas were developed and more and more projects were turned
into companies providing ~uality products and services, several benefits
would occur: a track record of success would tegin to be established; a
qualified, educated, experienced and dedicated work force would be
created; and, with the newly acquired real e~~eri~ce (by practice and
not by observation), product quality would imorove, resulting in tetter
chances to ccmpete in the international marke~s and in opening up new
markets fer Jordanian products.

Mode of Ocerations

Idea ident,;."i.::cat.icn/generat.icn. n"e Organi::aticn 1NCU1d receive project
ideas from many individuals and institutions, bot~ Jcrdanian and ncn­
Jordanian. These include entrepreneurs, private industry, marketing
companies, investment groups, R&D institutions, inver-tors, internaticnal
corporaticns, and the government, in addition to ideas generated
internally.

selection. Ideas are screened to establish t~eir suitability for
furt~er development. Sele~tEd ideas must fall within the scope of
business of the Crganizaticn, 5up~ort national and ~toral development
strategies, and must be feasible ac:ording to the Organization's
standards.

Preparation. T~e Crganization examines and icentifies the marketing,
economic, tecmical, and financial aspects of the proposed projects. It
then allcc:ates resources for the preparation process. The product of
this preparation process is a basic business plan which is used furt~er

in the project development cycle.

Tec,'''I'701ogy acquisition. Negotiations with ic:::entified sui table
tecmology part,.,ers prcc:eee. The agreements I'"'eact"'.ed 1.<DJld generally be
of the joint-venture ty~e. This is desirable in order to ensure a
C:OfM'Iitment to the project c:n tre part of the tecmolOQY partner.

Investors. O'1ce all of the project c:cmpcnents are defined, the
Organi=aticn approac:res investors, both witnir. ar.d outside of Jordan, to
provic:::e equity fer t~e implementation of the project as a private
ccmpany. At this sta;e, tt-e role of the Organization ~ld del=E"1d Ul=cn
the form of its setup, and en whether or not it has its CW1 financial
resOJrces to t:econe a c:ash equity participant in the company. In all
case of projects fully developed by trs Organization, however, it
receives equity in return for developing the project. T~e e)(tent of the
payment of equity as a fee to the Organi:ation would naturally depend on
the nature of the project itsel f and wc:uld be subject to negotiation.

Implementatia7. o-,ce a c:ompany is created, t~e Crgani:ation may be



represented on its beard 01 directors as a precondition for developing
the project. Through its representation on the board, the Organizaticn
guides the conpany tc:wards achieving success, withcut direct
interference in the management of the conpany. The Organization
supervises its investments through progress reports prepared
pericxlically.

Audits. Audits are prepared from the progress report. These audits
guide future decisicns by t~e Organization en its investments and
provide valuable lessens of experience which are built into tre design
and preparaticn of future projects.

The full project cevelopment cycle appears in appendix E.

Set-uo

The propcsed Organizaticn wculd primarily perform project identification
and development functicns. The Organization would provide its services
freS? of charge to entrepreneurs, but in return it vculd receive shares
in ti;e 1'i!?J'll"l Terired cCil1~anies, cr,ce they were establ ist'.ed.

The Organizaticr. could te set up to operate in cne of three ways: 1) To
concern itself purely with project development, without having access to
invEstaole funds to te managed by it; 2) To develop projects and to be
linked to a poel of funds against which it could develop an investment
portfolic; 3) To begin as a project development agency and then use its
t~ack rec~rd to justify the establishment of an inves~~nt fund to be
linked to it and managed by it.

Each of the above proposed ferms has its own advantages and
disadvantages. Th: selectiOi of tt-e final al ternative, however, shculd
take into consideration the following:

a. Jordanian investors are followers and not leaders; they prefer
to see the project developer invest his own money in the project
as a sign of credibility.

b. The Organizaticn must begin generating incc:me to sustain its
existence and growth within a reasonable period of time.

Tt-e Role of USAID

It is imperative that the Organi=ati~~ be staffed by highly-qualified
and experienced professionals. It is also critical for the success of
this idea that services be provided to credible users at no c~~rge.

USAID can playa role in both staffing and funding.

Staffing. Tt-e Organization is likely to rEquire the services of frc:m
four to five professionals: a Chief E~ecutive Officer, one or t~

Project Officers, a Finance Professional, and, at a later stage, an
Operations Officer.
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*tre Chief Executive Officer (CEO) would preside over all
strategic aspects 01 the Organization.

*the Proiect Officers would develop projects from the idea stage
through the selection 01 company management.

*the Finance Professional would develop financial analysis, assist
in generating financial policies for companies, and oversee their
implementation. This individual would also oversee tre
development of financial packages for pre~csed com~anies.

*t~e Operaticns Officer would oversee establis~ed companies,
previce assistance, and insure implementation in ac==rdance with
plans.

Funding. The preliminary estimaticn for tre cost of a professionally
managed operation of this kind nuns bet~ $700,000 and $800,000 per
annum. It is proposed that USAID provide full funding duri~g tr~ first
three years of c~erations, and t~En reduce assistance by 2C% per year.
Table (14) shcws UC~ID's t~tal ccst as approximately $3,130,000 for
seven years of eperaticn.

Table 14

COST 1m FIRST 3 YRS 4TH YEAR 5TH VR 6TH VR 7TH YR 9TH YR

SALARIES 11,'00,000 uoo,ooo 1300,000 1200,000 tlOO,OOO to

AO!!IN•• 6Ell. 14'0,000 m:o,ooo 190,000 160,000 130,000 to

CAPITAL mo,ooo 10 10 to .0 10
--------- ------.-- .------_. --------- .._------ ..-----.

TOTAL 12,100,000 '520,000 mO,eoo I:~',OOO 1130,000 '0

PROJECT Tom l3,m,ooo
s:::===:==

Altrcugh it is proposed that USAID provide full funding for three years,
and partial funding for four years thereafter, the Organization must
secure continui ty through revenues fron created companies. This means
that, in tre fourth year, the Organization must generate aopro~imately

$230,000 from projects developed during its first three years. Table
(15) shows the revenues required by the Organization to maintain
expenditure during the ;irst eight years of operations.
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Table 15

REVENUES FIRST J YRS 4TH YEAR 'TH YR 6TH YR 7TH YR ITH fR

TOTAL COSTS 12,100,000 mo,ooo mo,ooo '150,000 '750,000 '7,o,000

USAIO CDNT '2,100,000 '520,000 '390,000 1260,000 tl30,~00 '0

flUST GEHERATE 10 1230,000 1360,000 1490,000 1'20,000 1750,000

TOTAL REDUIRED
REVENUES 1N 9 YRS '2, ~50,OOO

s:::::=:s:

2. Establ.ish new ta::Jls for prov.iding equ.ity investnEnts.

Raticnale

a. There is a need to ~rovide investors in Jordan w::n new investment
tools.
b. There is a need fer equity-providing organi=ati~~= in J~r~~r.,

c:. n".er2 is a ne'Ed to shew irwestCors t:-~t equitv f;..:r.cs, ""!-:en prope..-}''1
mar.aged~ can provide tetter ROI than bank ceposi:s.
d. Tre general economic climate in Jordan is ripe f=r the creation of
this type of institution.

Philoscchy

The general philosophy is to provice different pcrtf=lios to meet the
utility requirements of the varicus investors.

As investors begin to ac~umulate profits by investi~; in equity, more
investors will be drawn to this form of invest~t. In the end, this
will result net only in attracting foreign invest~er.~s to Jordan, but
also in at'tracting sore of the Jordanian funds curr2!"",tly parked abroad
back to the Kingdom.

Alternative Mcdes of Oceraticns

a. Equities funds
b. !I'lJtual funds
c. Trust funds
d. Venture capital funds
e. Others

Trese funds could t:e managed ei t:-er by tt-e Project CEvelopnent
Organizatic:n, or by an independent investment manac;errent conpany. I""ore
research is needed to icenti fy and priori tize the variOJs set-up and
management alternatives.

Tre Role of USAIO

Provide technical assistance to study the different c=tions, and to make
the most appropriate recommendations.
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Provide financial assistance to initiate the first fund, and to
encourage other investors. CT.e possible initial set-tJP could be a
clcsed-ended trust fund for US $1 million. In the first fund, USAID
could participate at a ratio of 1:1, U5:Jordanian funding.

3. Establ.ish a Data Bank tD Provide In"orma'tien en Ent:reprEneurs and
Investc:Jrs.

Raticnale

a. There is a need for entre~raneurs to be able to identify investors
and their investment habits, ~ctential, and prefe~ences.

b. There is a need to refer investors to credible entreprer.eur~.

c. Trere is a need to build a cata base for developed ~rojects. While
some projects may not be executEd for lack of feasibility at a~y ene
time. conditions could char.~e in the future.

The Role of UC-AID

Provide assistance in develo~ing this data base.

Consider attaching :his project to the Project Icenti7ication and
Development Organizaticn.

4. Rev.iew Jorr:Icin.ian JaH5 perta.ining tD equ.ity, and evaluate tm .inpact0" existing laHS en tIP .,1C>i 0" equity t:D b.Jsiness.

Role of USAI!2

Provide technical assistance in reviewing ,laws and evaluating t~eir

impact.

Recommend appropriate measurES to correct deficiencies and to provide
incentives fer investments in equity. Laws to be examined par-:icularly
include the laws on contract, income tax, banking, ccn~r protection
(quality control) and encouragement of investments.

Recc:mnend changes to allcw t:-e introduction of new banking instruments
and prtXlucts into the co.Jntry, such as rTlJtual funds or equities funds.

Identify means to ensure the implementation of the law. In this
respect, many valuable lessens could be draW"l fron tt"e Singapcre
eXj:erienc:e.

s. Establ.ish a Jordanian cred.it~ b.Jra:JI.J.

Rationale

a. Sanks and finance institutions in Jordan fac:e a cumbersome task in
analyzing the credibility anc in determining the degree of honesty of an
individual.
b. There is a need for ecuity investors to be able to determine the
c:redibility and trustworthiness of prospective partners.
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,. Set-up

The function of the proposed credit reporting bureau would be simply one
of gathering and disseminating information concerning the credit
performance of individuals. The bureau would only gather information
from and furnishes information to organizations which subscribed to the
system. Information "'-CUld be provided en 1y with the written consent of
the individual. Individuals who refused to grant permission for their
credit report to be examined by an institution would automatically
default and their applicaticn become ineligible for consideration.

The credit report i tsel f ICUld provide no speculation or cc:mrent, en the
part of the bureau, on the worthiness of tre individual. The report
only woulc provide facts as furnished by sUbscribers, and possibly by
the courts.

Establishing a credit reporting bureau in Jerdan would not be easy.
Some of the problems are:

a. Fer the system to work. all subscribers would have to provide
accurate and timely informaticn on treir clients' performances.

b. Technical problems c=ncerning confidentiality might be
encountered, altrcugh such problems are normally eliminated with
the passage of time.

c. L~al problems r~arding reporting and disclosure of
infcrmation could be encountered.

The Role cf L~AID

Determine tre feasibility of establishing this bureau.

Provide assistance to create such a bureau.

6. Provide training to investDrs.

Rationale

a. There is a need to identify and train individuals, companies, and
organizations with the potential of becoming equity investors.
b. Seminars s:-CUld be provided en the investment climate and on
potential projects.

The Role of USAID

Identify appropriate target individuals.

Identify appropriate seminar topics, and provide technical assistance in
implementation •

7. Provide training for bank managers ilI7cI credit analysts en risk­
asse5S7B'7t and dENelop stn.JCtz.JrRJ systsns to E!nilble ~k stDff to make
proJect lending der:isiens.
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Tre Role of USAID

Provide technical assistance.

B. GBERA.. REWI~TICN3

The follc:wing are general reccrrmendaticns for improving investment
cc:nditions in tre ccuntry. Tl":esC' are vital to any attempt to stilTUlate
tre movement of equi ty lTCI1ey in Jordan.

1. Identify and &sti3b1ish new markets far Jordanian products.
2. Enh.ance tr.e capabilities and &fT:ic.ir:ncy of the .Jord.anian
factors of product.ion.
3. Identify and &xp10it all resC<.Jrces of tre PCC 01' potr:ntial
benefit to Jord.an.
4. R&viE'W .and update tt-e relevant parts of the 1£:;131 system.
S. R&viE'W and upgrad& the civil service.

These reccmmendaticns are detailed telcw.

1. ldenti"fy and establish new markets "for Jordanian prr:d.cts.

RatiCt"1ale

a. There are good potential markets fer Jerdanian products.
b. Markets fer Jordanian proeucts may be exploited effectively with
modern marketirlg tecrniques, c;uali ty prcducts and prcductiCt"1, credit
facilities, and the support of government.

The Ro1e of G:iver."1men t

a. I"'.arkets for Jordanian prcducts,wret:-er lceal or intemational, can
never be effectively S2Cured by the governrrent. The govemment can,
however, help tre private seCtor by providing information on both local
and regional markets, and by more aggressive but professional promotion
of Jordanian industry.
b. Anong rreasures to t:e cc:nsidered are the provision of easy credit for
exports, and preferential treatment for the import of raw materials to
fereign currency eamers. Strict quali ty control ITUst be imposed en
exporters in return for providing them with tre services described
above, at least as an interim rreasure, until quality control becomes a
factor driven by market forces.

Tre Role of LF..AIO

Provide technical assistance in marketing to promote Jordanian products
overseas.

Provide technical assistance on the development of sources for market
information for the sale of Jordanian products.

Review the effectiveness of tr,e M'1IS prcgram, enhance its capabilities,
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,- and make its services more easily and readily available to small
businesses, or else create a new structure to provide similar services,
but for small businesses.

Examine the possibility of establishing an export insurance scheme.
Evaluate the advantages of establishing an exports creeli t program, and
rec:omnend al ternative set-ups and funding sources.

2. Enhance tIP capabiJ.itiE!S and e'f'f.ic.iency 0'" tt-e Jordan.ian 'factr::Jrs o'f
prodJctic::n.

a. T~ere is a s~~rtage of quality middle- and upper-level managers in
Jordan.
b. There is a need fer increas2d prceuctivity and efficiency for
Jordanian labcur and management alike.
c. T~.ere is a need to reduce the cost and increase the efficiency of tr-e
flew of basic industrial raw ~dterials.

Tre Rol~ of the Government

a. Provide means of training ~cr,ag~cnt for productivity and eTj~C~ency

(e.g., a new management collE';e, to be funded by eitrel'" tr-e government
or the private sector).
b. Provide incentives for training in the pl'"ivate sect:I'". Such
incentives could include tax teroefits.
d. Examine tt-e cost-stl""'.Jcture fer energy provided to industry, and
identify possible means and incentives to reduce costs.
e. Identify means to make the import of raw materials fol'" industry
easiel'". Specific attenticn st-ould be paid to industries with proven
export capabilities and terei;n exchange earnings.

The Role ef L~AID

Provide training assistance fol'" middle- and upper-level managers.

Provide tec::hiical assistance tc evaluate the effect ot tl"'e current
energy cost structure on industry.

Provide tec~nical assistance to computerize and centralize customs in
Jordan

Enrence t~e eIP progl'"am and prcvide assistance in identifying the best
SOUl'"CES fer pul'"chase ot basic matel'"ials.

3. Identify and exploit all resaJrcE!S o'f tIP~ o'f p::JtEntiaJ bEne'fit to
JcrrJan.

Rati01ale

a. There is a n!'?ecl for a conpret-.ensive examinatic:n of the natural
resources available to Jordan.
b. There is a need to survey the combined resources of tt-e four Arab



Cccperation Ccunci I States and to identi fy ways and means of exploitine;
these resources to the benefit of all parties ccncemed.
c. Calsiderable waste is ;enerated by the ACe cc::untries (with tr.eir
combined populatiC"l of 80 million). There is a need to identify wastes
which could be recycled for use as basic materials in industry.

The Role of USAID

Provide assistance in surveying ACe resources which could be exploited
for the benefit of Jordan.

Provide tecrnical assistance in identifying waste, and evaluate its
potential utilization in t;--.e country.

4. Review and Lq:r!ate tJp relevant parts OT t.re legal system.

Rationale

Due to the speed wi th which Jordan develo~ed, tr.e Jordanian legal system
has lagged behind. Recent revisions in tr.e Jordan Ccm~any Law have teen
welcomed by the business c=mmunity, but similar revisions are also
needed in the areas of ccnt~act law, banking law, ~~x law, etc.

The Role of USAID

Provide technical assistar,ce in revi~~ing the cont~act law, the tax
code, and banking laws and custc:ms laws.
Examine in particular means to update tr.e laws in a manner which
stirrulates and encD.Jrages equi <:y investments in the co..:ntry.

s. Review and upgrade t~ civil service

Ratic:nale

a. There is a need for inc~eased proeuctivity and efficiency in
government.
b. There is a need for effective implementation of the law in the civil
service.
c. There is a need to develcp ne<>l p.lblic management ca~bilities in the
country.

The Role of the Government

a. Institute a systematic ar.d aggressive t~aining prog~am for public
management.
b. Insure that methods lea~ed by trainees are implemented.
c. Provide greater authority to, and demand greater accountability from,
public sector managers.
d. Begin a careful, slON, and controlled decent~alizat:'01 in the
governrren t •

The Role of USAID

P~ovide technical assistance in public management training.
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OCNT NO. 278-0277-00-5-9168-00,
A. SCOPE OF lOR

1. Describe the current methods used by Jordanian private se:t:or businesses
for raisinq equity, or risk capital. (for the p.u:poses of this study the
private sector is ocnsidered as those entities within less than 50' direct or
indirect govemrnent ownership). Insofar as possible, differentiate the
analysis by size, line of bJsiness ( e.g. manufacturing, services, trade,
agriculture), and legal fom (e.g. single owner, partnership, private and
public shareholdinq) of OCIr{:la11y. Consider public issues registered with the
hrman FiJvmcial Market as well as private plaoerrents of equity with
institutional investors and individuals.

2. Describe in detail the methods of operation and sources of funding of the
full range of investors (institutional and non-instututional, p.1blic and
private) in private businesses. Include in this assessrrent: ccmnercial banks:
finance carpmies: specialized credit institutions like the Industrial
Develcprent Bank; investIrent (Islamic) ba.n)Q,; goverrurent funds lie the Post
Office Savin<Js Bank, the Jordan Investment Corporation, and the Social
security Corporation: insurance carpani.es: venture capital oc:trpani.es like the
Jordan Technology Group: pension funds; investment carpani.es, and individual
investors. Particular attention should be paid to non-institutional investors.

3. Assess the relative i.Jrportance of the varic'ls tws of investors and
investment instrurtents in providing equity cai/ital for private business.
Develop tables showing the estbrated cxmtriLltions of each of these types of
investors and instrurrents over the past three years by size, type, and legal
form of CCITp3lly,

4. An.:1lyze and prioritize the principal constraints faced by different sizes
and types of privatel:usinesses in raising equity capital. IVlalyze and
prioritize the principal constraints faced by suppliers of equity capital. 'Ib
what extent do such constraints i..Jrpede the growth of Jordanian businesses ? 'Ib
what extent is the ability to borrc.w constrained by problems in raising equity
capital?

5. Reccmnend policy and legal changes that oould be undertaken by the
government to encourage the provision of equity capital to private
oosinesses. what role, if an~', should be played by AID?

6. SUggest additional, alt~.rnative ways in which AID could encourage a JYl:)re
efficient and higher flow of equity capital to private bJsinesses. At a
mi..ni.mJm oonsider the relative merits of AID funding for: technical assistance
and training for investors, internedi.aries, and private bJsinesses: and/or the
capital requirsrents of "venture capitals" or other inteznediaries. ,"

7. If it is concluded that AID funding of capital requirements of
inte%mE!diaries is desirable, suggest the nest appropriate nechani.sms through
which this could be aCXXJlplished. Consider loans and/or grants to existing
institutions or imividuals, as well as the creation and funding of new
institutions. ,

.~
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EI.tlll[H~El DAHO~l BamT IIASHINS /l~CHU:E5t"EATEIi5 2uO(lOO
640035 tREf£iEGI kAIl1llS

~.

OJ

FART TRADE. SIAftTlNG -UNABLE TO RAISE ENOUGH EIlUllt [~ml\l -llIll [)I'ERATE lIH(;£f( tHEt. AliG
IIAIlH &\l~ -lID EASY FlNAIILIIli. ~R ENCDil~~GEhENT FDil mWt•• I~. \~u.IJ;' 1I:ilUt!DliScl

LOC~L lin.
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008,O16,O24,O3~,O40,O49,O56,O64,072.

USAID EQUITY "ARKETS PROJ~CT

PROVIDERS
TOTAL

HAilE AGE CASH LOANS BONDS INVEST INV+CASH PROSLE"S
-------------------------------------------------------------------------------._---------------------------------------
BANKS:

ARAB BANK 59 YRS 2466"" 1605 "" 376 1111
32 ""

-GENERALLY PROJECTS PROPOSED ARE BAD
(1988) (1988) (19881 (1998) -HOT ENOUGH DEVELOPIIENT WORK FOR PROJECT

-UNFAVORABLE TRACK RECORD
-POOR BUSINESS CLI"ATE

PETRA BANK NO FIGS NO FIGS NO FIGS 110 FIGS NO FIGS -POOR QUALITY OF BANK EIIPLOYEES
-POOR gU~LITY OF FINANCING PROPOSALS
-TRADITIONAL SOCIETY+ LACK OF INOVATION
-DIFFICULT TO ESTALISH TRUST NORTHINESS

JORDAN ARAB 30 I!I! 75 lilt -PROJECTS NOT DEVELOPED ENOUGH FOR BANKS
I1NEST:1E~lT BANK (1986) (1986) TO FINANCE

-POOR PRESENTATIONS OF FEASIBILITY
-DIFFICULT TO ESTABLISH CREDIT WORTHINESS
-PEOPLE STILL TRADE ORIENTED
-DUE TO RAPID GROWTH~ HAVE POOR QUALITY EIlP

AND "ANAGERS BOTH I BUSINESS' BANKS
-NOT SURE THAT ENTREPRENEURS EXISl IN JORDAN

INDUSTRIAL 2(1 ""
20 1111 -POOR IlKT IDENTIFICATION BY ENTR.

DE'JELOP!'!ENT B~NK (1986) (1986) -POOR FINANCIAL PACKAGING BY ENTR.
-POOR PRODUCT IDENTIFICATION BY ENTR.
-LOW SHAREHOLDERS CO""ITTIlENT IN BIS COIIPS
-POOR "5~T CAPABILITIES
-BO% OF FEASIBILITY STUDIES WRONG
-NO PROFER PROJECT DEVELOP"ENT

ClTIBAN~ 15 YRS 35 PIll 11. 6 "~ 1.2 Mil 48.7 l'I" -WANT NAIlE LENDINS. WILL NOT PROVIDE INFO
(1989) (1988) (1989) (1988) -CITI BILAWS DO NOT PER"IT STARTUP LENDIN6

-DIFFICULT TO EST. CREDIT WORTHINESS
-POOR BANK "10 "ANASEIIENT
-NO PROJECT DEVELOP"ENT
-POOR IilARKETS
-POOR TRACK RECORD
-ENTR. ONLY THINK OF ROI WITHOUT RISK

ISLA!'l!C BAr~K 10 YRS 7S I'!I'! 454 "PI 140 "~ -DIFFICULT TO ESTABLISH WHO IS HONEST
(1989) (1988) (1998) (1988) -POOR PROJECT FEASIBILITY NORK

-AS BAN~ INVESTSt IT DOES OWN FEASIBILITY
NORK. THEY DO HIS BECAUSE THERE ARE NO
PROJ. DEV. ORGANIZ~TION5 THEY CAN TRUST

JORDAN KUWAIT 1~ YRS 40 I'll'! 9~ "" 16 I'!II 2""(19SB) (1988) (19B8) (19B8)

CONSOL!DATED FOP. 293 I'!I1 1710 "11 32e "~ 48 ""
CO~PI BAHt:: (~./e9) (5/89) (5/89) (5/89)

CONSOLIDATED FOR 13H1l'! 538 "1'1 22 ""SP. CnED IT I~15T. (5/89) (5/89l (5/99) 15/89)



00B~016~024~032~040~048~056~064~072.

US~In EQUITY IlARKETS PROJECT

PROVIDERS
TOTAL

NArlE A6E CASH LOANS SOIIDS INVEST HlV+CASH PROBLEtlS
------------------------------------------------------------------------------------------------------------------------
FINANCE &INV COS:

riATIONAL F!IIAN. ~S !'II' 15 "l'! 1.1 Ill! 4.2 ~:l -n.A.F.e. IS RISK AVERSE, HAPPY NITH LO~

HNEST. CO"P. 119BB} (19Ba) (1988) i!9SS} PROFITS
-NOT INTERESTED IN INVESTING IN EaUITY OF
S"L BUSINESS

-INVESTORS 00 NOT APPROACH THE" FOR EQUITY,
ONLY DEBT

!NMA FOR IIN. & 13 YRS 0.2 "" 0.3 ,,~ 1.5 1'1" -WANT ROI OF 30% PLUS
FIN. FhCILIiIES (19Sb) (~ge6) (1986) -DIFFICULT TO ASSESS RISK

-WILL ONLY INVEST WITH ESTABLISHED INVESTOR
-POOR DUALIiY PROPOSALS &IDEAS FRO" ENTR.
-TOO "u:~ 60VT INTERVENTION INBUSINESS

JORtAN INV. ~ 7YRS 18 /Ill 26 PI" -WILL ONLY SIVE LOANS ANn NOT EQUITY TO S"L
FINANCE CO. (1936 ) (1986) BUSINESS

-FEW aUA~!FIED. QUALITY PEOPLE TO WORK IN
FINANCE COMPANIES

-/lARK:T VOLATILTY MAKES FEASIBILITIES
1I0RTHLESS

-SEN. LACY. OF t1KTS FOR JORDANIAN PRODUCTS
-NO DEVELO?~ENT HELP TO PEOPLE WITH IDEAS
-POOR iR~CK RECORD
-LACK OF INFORMATION, "ANY PEOPLE DO NOT

BENEFIi FROr. MISTAKES OF OTHERS
-CONSERV~TrVE ATTITUDES
-WORKIN9 ~rTH OTHERS TO START VENTURE CAP.

REEfeD 2': YRS 10 M~ !.7 ~M -LACK OF ORGANIZED, WELL DEVELOPED IDEAS FOR
(1986) (1986) INVEST~:NT

CO~SOLIDATED FOR 6e ~M 139 I':!'l 11. 5 ~~
FiNANCIAL CD~?S (4iS9) W89l (4iS9 , (4/89)



OOB ,016,024, 032,040,049,056,064,072.

USAID EQUITY "ARkETS PROJECT

• PROVIDERS

IIA"E AGE CASH PLEDGES IONDS SHARES REAL PROILE"S---_..-----------------------------------------------------------------------.--------_.------------------
INSURANCE CO"PANIES:

CONSOLIDATED STT"T
22 "" 3.' "" 6 "" 9 "" 10.5 ""I19BBI 119BBI 119RBI 119BBI 119BB)

I
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A complete project development cycle, as defined above, involves the
follONing:

1. ~ assessment of marl~et requirements fer the product, hc:::w they
are being met and at what cost. This includes data gatrering from first
sources, if necessar/, on all local and foreign sources and suppliers,
as ~~ll as constraints en the sale of t~e end product (pri~e fixing,
etc) •

2. An assessment of tre availability of basic materials, treir
cost, and supply risks. This includes research to identify possible
alternative supply sources and supply materials.

3. An assesSinent of tre technology and equipment required to
initiate a viable facility in Jordan. The analysis would consider tre
best tecmology/cost combination to meet market demand and performance
criteria.

4. A strategic marketing plan, complete with a set of policies to
achieve ma~imum market penetration over a period of several years.

5. A complete financial analy~is, includir.g all of tre investment
evaluations necessary to make an investment decision. Financial
packaging is an important factor in this process.

6. The complete basic design, specifications and costs of the
proposed facility.

7. A complete search to identify suitable technology partners.

8. Negotiations with t/":e would-be tecrl'lology partner on the terms
of the technology transfer, and the striking of the best possible deal
coocerning costs and comni tments.

9. Preparatie:t1 of legal contracts cO"'lcerning tecmology transfer
(licensing, joint-venture, marketing rights, and trademark rights, when
applicable) •

10. Search for and identification of suitable investment partners.
Practical e~perience in Jordan has shewn that a business plan,
regardless of how elaborate it may be, does not, by itself, attract
investors. Wi th the completion of the above three steps, I"1c::wever,
investors tend to become interested.

11. Negotiations and agreements with investors on conditions to "
govern the investsrent.

12. Preparation cf all legal documents for partnership with
investors and registration of a company of the suitable type with the
appropriate local authorities.
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13. Development of the company's corporate structure and
identificatcn of company management.

14. Active participaticn in assisting company management,
particularly during the infancy stages. In Jordan, this is necessary to
ensure that modern management methods are adhered to and to avoid
deviations, e~cept when necessary, from the original plans.

15. Promotion of tr.e business to new investors to increase company
capital, when needed.

16. Periodic review of t~e performance of the project.

The first six items of the cycle are ncrmally embodied in a business
plan as a feasibility study. The items which follow are what is missing
in Jordan and in tre opinion of the writer symbolize tre c~itical path
for stimulating equity investment in Jordan.
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EGUIiIES PROJ, LIST OF INTERVIEWEES

• ROLE TYPE INSTITUTION BUSINESS PERSON TITLE TEL'
--------------------------_.------------------------------------------------------------------------------------------PROVIDERS OF

FUNDS:
BANkIN6:

• ARAB BAlIK COIlIlERCIAL eAllK II. ADEL CREDIT IlANASER 660130~

2 PETRA COIIIlERCIAL BANK B. ATARI PRESIDENT 627311
~ JO~D. ARAB IHV. INVESTl'IENT BANK AllER SALTI V. PRESIDENT 668629
4 CITY FOREIGN BANK S. DABBAS SEN "6R 644065
e SRIHDLAYS FoREI6N BAlIK A. COOPER SEN 116R 660201>I

6 IDB SPECIALIZED BANK T. WAHBEH 1l6R 642216
i !SLA!'IIC BANI: ISLAtlIC BANK F AL-RASHEED V. PRESIDENT
a JORDAN COIlIlERCIAL BANK II. A. IBRAHIIl V. PRESIDENT

INSURArICE:
9 NATIONAL AHLIAH K. ABU aURA ASS. 6EN. "6R. 658172

10 6ENERAL ARABIA N. SALAIlEH DEP 6EN IlGR 644740
11 PUDDLE EAH S. 6APlllO 6EN !l6R
12 JORDAN FRENCH
13 JERUSALEIl IGUDS) A. KHALIL 621993
g YARIlOUK N. HADDAD IN
Ie INS COS FEDERATION H. ABDEL KHLEG.01

FIN l INV COS:
16 JO INV & FIN CO S. FARAJ DEPUTY 6EN 1l6R 674264
Ii REEFCO DR. A. !lAN6o PRES
18 INIlAA S. HAl'IAIlI GEN IISR
19 NATN'L !NV I FIN CD G. DALLAL V. PRES 77430

5EI11 -SOVERrII1ENi:
20 SOCIAL SEC DR. II. FARHAN PRESIDENT 649212
." JORD. INV. CORP• DR Z. ~HALIFEH PRESIDENT,;~.,., peST OFF!CE SAVINSS A. NADFI TREASURER....

VENTURE CAP:
23 JiDF I. LUTFI CEO 912233
24 JTG A. BADR-EL-DIN CEO 689160
"Ie JORD VENT. CAP. CO. S. FARAJ CARE TA~ER 674264.. >I

:6 v.e. OF lOB HUSAIN HIllER DEPT. HEAD 642216
:7 AI":ORE N. DAJA~H CHAIR~AN

HlDIVIDUALS:
28 11. ASSAAD 6~OUP OF CO~PS 678111
,9 R. ABU .1ASER aROUP OF COI1PS
30 11. SUnl!~AII aROUP OF COliPS 663216-. S. "ASRI GROUP OF COl'lPS•a... ., II. ANNAB GROUP OF COtlPS 74,796....-.. W. DAJANI TRADE 624111..'..'
34 N. DAJANI 6ROUP OF CO~PS 676939
35 A. TA8BAA SROUP OF CO~PS

36 A. IlALHAS TRADE 651959

EXPATS:
:i SIDDI I:HDER ADV TO IlOPW, QATAR
"c JAl'lAL SALEH O!R. ZAl'lEL 6RP, S.A.""

USAID:
39 K. AL-NA!E~ 604171
40 R!CHARD RUSEAU 604171
41 B. IICDONALD 604171
4"1 To DAILY 604171,;



EDUITIES PROJ, LIST OF INTERVIEWEES

I ROLE TYPE INSTITUTION BUSINESS PERSON TITLE TEL I
----------------------------------._---------------------------._-------------------------------------------.---------

USERS OF
FUIIDS:

PRIVATE COS:
43 AUTOGRAPHIC LAZER UIAGINS DR. HAHIlDUD PRES
44 RAKA AS IND. S. NII'lER SEN H6R 795106
45 ADNAN SHALAN &CO CHEI'lICALS F. SHAAlAN PRES 894441/2
46 ARAB ELECT
47 RUK IND. l FARIWl6 I'l. ANNAB SEN "6R 642796
48 COPPER WIRE HANUFACTUR illS CEO
49 JORAI'l LIGHT BULBS FRAIHAT !tANAGER
50 JORDAN LIFT ELEVATORS "ORIS ~RES
51 SUI:HTIAN HOLDIN6 ". SUKHTIAN DIRECiOR 663216
52 I'! ASAAD HOlDIN6 " ASSAAD PRES 678111
0;" JO RUBBER WD TYRES. ETC. 623339oI,J

54 l'IODERN COI'lP CTR COKPUTER SALES T. SHAKER 6EN "SR 675049
55 FOUAD ABU RAHHEH FARI'lIN6 F. ABU RAH"EH
56 NIi " PARTNERS IlANUFACTURINS
57 JORD IlINERAL EST IlANUFACTURING
sa SPECIAL FURN EST FURN. IlANUFACTURING
59 I'!AICE IRRISATION DRIP IRRIGATION S. NUIER DIRECTOR 795106
60 NuaUl BROTHERS TRADE+HANUFACTURIN6
61 WORLD PLASTICS l'!AtlUFACTURING
62 CTR FOR INFO ON TECH FILl'! PRODN A. RAI'lAHI DIRECTOR 840356
63 ORIENT PUBLISHIN6 DESI SNtPRHHl N6 H. JAI'lAL SEN MSR 681303

PUBLIC cos:
64 LIVESTOCK &PUL AS IND ASDEL AZII PRES
6S JO KL' AS & FOOD TRADE t IND HANI HNED! PRES 825425
66 ;P.AB PHARMACEUTICALS IND ZO 554961
67 JORD WJNING IND 651337

san SO'.'T:
6S A6 ~ARr.ETING "ARKETINS
61; TOMATO FACT FACTORY

ENTREP~Er.EURS :
106 INTERVIEWED 37 ENTREPRENE~RES, 19 INTERVIE W: RECORDED IN AP~ENDIX AiiACHED

//
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EOUITIES PROJ, LIST OF INTERVIEWEES

DR. E/'lAISH DEPT HEAD 663191
DR. BANI HANI DEPT HEAD 663191
/'IR. S. DABBAS DEPT HEAD 66~191

DEPT HEAD 663191
DEPT HEAD 663191

F. SUH~I"AT DIRECTOR 824188
Y. KAIED DIRECTOR 642001

RESEARCH DEPT.
"R. BE~9ESI DEP. DIRECTOR
/'IR. ABU RAHI'lEH 685603
l'lR. ASFOlIR

/'I. SAADEH DEP. SEN.IISR. 681885
/'IAZEN DAJANI GEN. "SR. 622563
S. ABU-LU6HOD SEN. IISR.

PROMOTE :NVESTMENTS
REGULATE INDUSTRY
REGULATE COI1PANIES
REGULATE INS. COS.
EASE RED TAPE

IND. SUPPCT+FACILITIES
REEXPORT·STORASE
CENTRAL BANK
STOCr. EXCHANGE
EXPORT INFO. , SUPPORT
ORSANIZE BUSINESS

AUDITINS FIRM
AUDITING F!Rl'l
AUDITING FIR"

:AFMI

DEPT. OF INVEST.
DEPT. OF INDUSTRY
OIR. OF CDMPANIES
DIR. OF INSURANCE
ONE STP. GOVT. WHDW.

IND. CITY
FREE TRADE !
CENTRAL BANK
AI1!1. FIN. /'lKT •
EXF COUNSll
BUS ASSOC

EtON. DEPT. EeON. INFO. DR. A. GASEM DEPT HEAD 844701
ARB. ORS. FOR ~S~T "SI'!T. COLLEGE DIRECTOR 814118

111115 ~~NUF. 1 MKTItIS J. ANDRICA SEN "6R 649040
JAWAD ANAHI ECOIlO'lICS DR. J. ANANI COllSULi~NT h47333
F.E.S. FOUNDAT!ON "~CRO ECON. ADVISERS DR. ". BUHBE DIRECTOR 827985

OI'1AR N~BULSI LAWYERS O. NABULSI PRESIDENT 654411
DAIF ALLAH AL-~ASADA LAWYERS D. PlASADA PRESIDENT 622755
HAD HABBAB LABOUR RELS. LAWYER Z. HAB9AB PRESIDENT 648958

~URRY , WIrm:'~

SABA AND CO.
ARiHER ANDERS~N

" OF T, IND

R.S.S.
H61'1T INST

I1ANA6E:1EtlT
ECONO!'lIC
FOR FOUNDATION

LA~ PRACTJ CE
LAW PRACTICE
LAW PRACTICE

• ROLE TYPE INSTITUTION BUSINESS PERSON iITl: TEL'
---------------------------------------------------------------------------------------------._._------------._-------

REULATORY ,
60VT. SUPPORT
80DIES:

107
108
109
110
111
.. "
~.l'"

113
114
•• c
.l.lol

116
117

HUMN
RESOURCES:

118
119

CONSULTANTS:
120
121
1""...

LE6AL:
123
124
1:5

AUr!lTOR~:

126
127
128

SOCIOLOGIST:
1:9 UN!\, OF JORDAN SOC!LOS!5T DR. SARI NASER PROFESSOR 843555

PSYCHOLOGIST:
130 UNIV OF JORDAN INDUSTRIAL PSYCHOLOGY DR. II. DIQE5 PROFESSOR
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