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ECONOMIC DEVELOPMENT OF JORDAN
 

HISTORICAL FRAMEWORK
 

Origins and Early Prospects
 

The modern Hashemite Kingdom of Jordan was formed as a consequence 
of the war between Arabs and Jews over the creation of Israel in 1948, 
when King Abdullah of TransJordan took over the "Old City" of Jerusalem 
and the West Bank of the Jordan, The state of Transjordan had been 
established as a emirate in 1921 to console Abdullaih when hs brother
 
Faisal, denied the monarchy of Syria by the French, was given the
 
throne of Iraq, previously interceded for Abdullah. 
 It was a simple,
 
essentially tribal, pastoral economy of some 400,000 Arabs. 
The emirate,
 
converted to u kingdom in 1946, relied heavily on British guidance and
 
financial support for its modest administrative and military needs. 
 Its
 
small but effective army, the "Arab Legion" was 
British trained and
 
officered. 
The end of the fighting which accompanied the termination
 
of the British mandate over Palestine in 1948 and the establishment of
 
the new state of Israel, found King-Abdullah's Arab Legion in possession
 
of a substantial area extendirg some 
35 miles to the west of the Jordan
 
River, so as to include the "Old ".y, of Jerusalem, and about 75 miles 

from north to south. Abdullah promptly took over this for-.ar Palestine 
territory, and Transjordan became the Hashemite Kingdom of Jordan on 
April 24, 1950 when both houses of the Transjordan Legislature unani
mously accepted the incorporation of the West Bank into the kingdom. 
The resident Palestinian population of 400,000 were admitted immediately 
to Jordanian citizenship, as were some 600,000 refugees from the Israeli
occupied portions of Palestine. 
Thus, at one storke, .he pop;.,lation
 
of Jordan more than tripled; inevitably, the problems confronting its
 

government multipled too.
 

The government, pressed to provide service for larger military
 

(nd public securi-y forces, enlarged requirements for food, shelter,
 
clothing, and medicine far the refugees, required fund- beyond the
 

capacity of Jordan's meager resources and fiscal institutions.
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Political teiisions generated by these new conditions and by the emer
gence of the new state of Israel in the midst of the eastern Arab 
community of uations were running high. 
There was internal friction
 

between the better educated West Bank Palestinians and the less edu
cated East Bankers, who nevertheless controlled the country under
 
Hussein. 
The Arab Legion had pride and aspirations. All these factions
 
made political balances difficult to maintain. 
Out of these tensions
 

came the assassination of King Abdullah in Jerusalem in 1951, a further
 
blow to stability. 
 To make matters worse, in the following year the
 

United Kingdom experienced a sterling crisis at home and decided to
 
cut back sharply on its aid to Jordan. 
The United States, concerned
 
for the stability and friendly orientation of the Middle East, joined
 
Britain in supporting the Government of Jordan to 
the extent necessary
 

to prevent its becoming a source 
of general conflict in the area and
 
of contention in East/West politics. 
The United Kingdom supported the
 
Arab Legion and provided help with Jordan's road building program, and
 
the United States began a small technical assistance grant program to
 
promote land and water resource development, agricultural education,
 

research and extension, road maintenance and industrial technical
 
services. 
 From 1949 to 1952, total U.S. assistance was less than $5
 
million in all these fields. 
 Between 1953 and 1957, total economic
 
assistance from the United States, including $4 million in donations
 

of food grains to voluntary agencies, amounted 
to $55 million.
 

Early surveys of post-1948 Jordan revealed little that was en

couraging.1 The Kingdom's finances were in chaos; 
there was general
 
unemployment; only small industry existed, and the 1948 war and
 

iFor example, studies were undertaken by the U.S. Aid Mission to
 
Jordan in connection with its first Technical Cooperation grant to

Jordan of $4.7 million in 1952. 
 (Also, U.S. Operation Mission to Jordan,

A Decade of Progress, published by U.S. Information Service, undated.)

A few years later James Baster saw little hope for Jordan's economic
 
future in "The Economic Problems of Jordan," International Affairs,

January 1955. 
 The World Bank (IBRD) was not much more encouraging in

its description: 
 IBRD, The Economic Development of Jordan, Johns
 
Hopkins Press, Baltimore, 1957, especially pp. 3-5.
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continuing unrest discouraged tourism. Agriculture had changed little
 
since Biblical times, and was totally insufficient to support Jordan's
 

swollen population.
 

Such roads as 
exiLted were poor, more suitable for animals than
 
for automotive equipment. What educational system there was had been
 
disrupted; many rural areas had no schools or teachers. 
Malaria was
 
prevalent in the low-lying Jordan Valley; malnutrition was general in
 
the whole country, and villagers and Bedouins alike seemed hopelessly
 
unaware of the need for sanitation. 
Above all, there was little water.
 
Irrigation was hardly practiced and then poorly; livestock died in
 
drought years; and village growth was 
inhibited by dependent on springs
 
and reservoirs, but these were often clogged and silted. 
Even the
 
principal cities, Amman and Jerusalem, were without adequate water
 
supplies, and suffered shortages annually.
 

On the positive side, the new Jordan had added significantly to
 
its educated merchant, civil service, and professional groups as 
a
 
result of the flight of educated Palestinians from the West Bank.
 
These proved to be critical for future potential in a fairly high level
 
of sophisticated leadership in government, banking, and general com
mercial and farm development activity. The farmers in the new state,
 
comprising a large segment of the population, were receptive to foreign
 
technical advisory services. The more enterprising had already made
 
improved irrigation works patterned on the excavated ruins of earlier,
 
more advanced civilizations in the region. 
The potential in under
developed water services, opening of new lands, and applying high
 
return to farm inputs was yet to be exploited. In addition to its
 
people, Jordan had a few other advantages. Old Jerusalem, holy city
 
to three great religions, was included within Jordan, the 1948 truce
 
line dividing the city partly along tha line of old city walls, so was
 
Bethlehem. Jordan had other interesting historical sites 
as well:
 
Qumran of the Dead Sea Scrolls, Petra, Hebron, Jerash, Karak. 
 Except
 
for Bethlehem these were almost inaccessible, and no attempt was over
 
made to provide facilities for tourists. 
 Part of the Dead Sea was
 
within Jordan's frontiers, and its rich mineral content offered
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possibilities for development of potash. 
 Some primitive mining for
 
phosphate and a very limited amount of light industry 
-- glass, pottery,
 
knick-knacks --
in the Jerusalem area completed the picture. Develop
ment toward economic viability seemed a remote goal even to contemplate.
 

The overriding need in 1.952 
was for action to relieve dire need and
 

prevent social upheaval.
 

The list of problems demanding attention covered a very wide range.
 
Water resources needed development, and throughout agriculture there
 
were opportunities for improvement. Development of Jordan's human
 
resources; assistance to education; programs to cut the high incidence
 
of disease, parasites, and nutritional deficiencies were all potential
 
areas for rapid improvement. Large and small capacity roads would permit
 
a higher volume of economic intercourse. Industrial development, on
 
a modest scale, could be useful in reducing Jordan's dependence on
 
imports. Minerals, to the extent commercial deposits could be found,
 

would also merit development.
 

Programs were initiated in these several fields designed both to
 
raise the level of economic activity and to provide employment for the
 
disturbingly large number of jobless and hungry laborers. 
 The objective
 

of U.S. technical assistance was initially largely one of holding off
 
contending political forces. 
 The most essential form of aid provided
 
was support to cover the government's budget deficit. 
The United Kingdom
 
provided this from the early days of the emirate until J.957, when Glubb
 
Pasha was expelled from Jordan alledgedly for excessive interference,
 
after which the United States covered most of the budget gap until the
 
June war. 
The total aid to Jordan from the United States, United Kingdom
 

and other sources is indicated in Table 1.
 

With the help of the United Kingdom, the United States, other
 
countries and the UN, Jordan developed rapidly through the 1950s, in
 
spite of occasional political disturbances. Though dire assessments
 
of the prospect of viability were common in the 1950s, thinking began
 
to change by 1960. 
 Jordan's First Five Year Plan (1962-1967) promulgated
 
in 1962 called for eventual phasing-out of United States budget support,
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Table 1 

TOTAL U.S. AND OTHER ASSISTANCE TO JORDAN 
(in $ millions) 

I. Total U.S. Aid to Jordan, FY 1951 - FY 1968 

Loans 13.1
 
Grants 471.3
 
Food for Freedom 90.8
 

575.2
 

Ex-Im Bank 1.6
 
Other U.S. Programs 1.3
 

2.9
 

Military Assistance
 
Grants 52.7
 

Excess Propertya (12.6)
 

Total 	 630.8
 

II. Aid from Other Donors to Jordan, 1960-1967
 

A. 	Official Economic Loans and Grants Bilateral Gross Expenditures
 
as reported by Development Assistance Committee (DAC)
 

Calendar Years
 
Cumulative
 

1966 1967 1968 1960-67
 

United Kingdom 7.3 2.4
5.9 	 63.3
 
Germany 
 1.2 3.5 5.6 23.7
 
Other 0.1 0.2 0.1 0.7 

TOTAL 8.6 9.!6 8.1 87.7 

B. 	International Agency Commitments as reported by AID/W (PRB/SRD)
 

Fiscal Years
 
Cumulative
 

1967 1968 1946-68
 

IDA 
 3.0 - 10.0 
UNDP-Special Fund 2.9 	 7.3
0.9 

UNDP-Technical Assistance 
 0.6 0.4 5.4
 
Other U.N. 
 0.2 0.4 2.8
 

TOTAL 
 6.7 1.7 25.5
 

aNot included in total.
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Table 1 (Continued)
 

C. Payments Against Khartoum Pledge of $105 Million Annually
 

Calendar Years
 
Estimate Cumulative
 

1969 Total
 
1967 1968 Thru April Thru April 1969
 

Libya 6.2 24.8 6.2 37.2
 
Saudi Arabia 10.4 41.6 20.8 
 72.8
 
Kuwait 10.2 39.5 14.0 
 63.7
 

Total 26.8 105.9 41.0 173.7
 

D. Other Arab Assistance
 

Calendar Years
 
Cumulative
 

1967 1968 1963-68
 

Total all other Arab
 
assistance 
 78.4 17.6 155.7
 

Source:
 
Agency for International Development, Statistics and Reports


Division, "U.S. Overseas Loans and Grants," March 29, 1968, supplemented

with USFY 1968-1969 data, unpublished.
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the first official indication from the Jordan Government that self

reliance was possible. Tourism, remittance, and other export earnings
 

had increased several-fold since the early 1950s. Despite a heavy
 
burden of military expenditures, Jordan's foreign exchange reserves
 

began rising in the 1960s, and U.S. and U.K. policy shiftcd to one of
 
cutting down on concessionary assistance (aid containing some grant
 
element) as the country prospered. The GNP in real terms increased
 

by about 8 to 10 percent a year for more then a decade prior to June
 

1967, and sufficient foreign exchange had accumulated for the United
 

States to reduce and consider eliminating budget support. U.S. budget
 

support was $46 million in USFY 1959; $30 million in USFY 1967, 
$10.2
 

million in USFY 1968 and in USFY 1969 was eliminated, as oil rich Arab
 

states contributed over $100 million a year to Jordan to make up the
 

need in accordance with the Khartoum agreement of August, 1967. 
 (See
 

Tables 1 and 2.)
 

The June 1967 war interrupted a short but impressively rapid econo
mic development performance by a country that had been regarded a decade
 
earlier as little more than a distress case. A brief review of the
 
elements which describe the growth of Jordan in the recent past will
 
help in understanding the future potential.
 

The Structure of Jordan's Economic Growth, 1954-1966
 

The non-agricultural sectors whose aggregate value added tripled
 
from 1954 to 1966 accounted for about 82 percent of the increase of
 
Jordan's GDP over that period. Agriculture, whose value added doubled,
 
accounted for the remaining 18 percent. As a result, non-agricultural
 

value added came to represent 82 percent of gross domestic product in
 
1966, up from about 73 percent in 1954. The increase in non-agricultural
 
activity was undoubtedly spurred by the large inflow of foreign aid and
 
by the rapid growth in tourism and remittance earnings from abroad,
 
which helped provide the finance for the imports required for non

agricultural activity.
 

Within manufacturing, the subsectors food processing, textiles,
 
petroleum refining, chemicals and products, non-metallic minerals, and
 
basic metals contributed nearly 70 percent of the total value added from
 



Table 2
 

U.S. AID TO JORDAN
 
(U.S. fiscal years, millions of dollars)
 

Post-War Marshall 
Relief Plan 

Program 
Period 

1946-48 
Period 

1949-52 
Mutual Security Act Period 

1953-57 1958 1959 1960 1961 1962 
Foreign Assistance Act Period 

1963 1964 1965 1966 1967 1968 1969 
Total 
1946-69 

AID and Predecessor Agencies - Total - 4.7 49.2 32.7 49.1 47.8 47.5 42.8 42.0 38.6 39.6 42.3 37.2 11.6 1.5 486.6 
Loans - - - - 3.7 -1.0 1.0 -1.0 - -0.2 1.6 7.9 1.8 - - 13.8 
Grants - 4.7 49.2 32.7 45.4 48.8 46.5 43.8 42.0 38.8 38.0 34.4 35.4 11.6 1.5 472.8 

Budget Support - - 5.0 27.5 40.7 40.5 40.0 37.0 36.0 34.0 33.0 32.0 30.0 10.2 - 365.9 
Food for Freedom, Total - 0.4 4.3 4.7 14.4 3.2 20.3 1.5 13.3 9.8 2.2 2.1 7.1 6.7 6.8 96.7 

Export-Import Bank long-term loans - - - - - - - 1.6 - - - - - - - 1.6 
Other U.S. economic programs - 0.1 1.2 - - - - - - - - - - - - 1.3 

Total Economic - 5.2 54.7 37.4 63.5 51.0 67.8 45.9 55.3 48.4 41.8 44.4 44.3 18.3 8.3 586.2 

Loans - - - - 3.7 -.10 1.0 0.6 - -0.2 1.6 8.5 6.5 - - 20.7 
Grants - 5.2 54.7 37.4 59.8 52.0 66.8 45.3 55.3 48.6 40.2 35.9 37.8 18.3 8.3 565.5 

Source: 
AID, Statistics and Reports Division, "U.S. Overseas Loans and Grants," March 29, 1968, and unpublished records for 1968, 1969. 
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1957 to 1967 in mining manufacturing.1 Mining and quarrying alone con
tributed only 15 percent, all other manufacturers another 15 percent.
 
The relative growth in sector activity is also seen from the growth
 
rates of major sectors as follows:
 

Percent Per Year Value Added as 

Sector 
Annual Growth 
1954 - 1966 

Percent of GNP 
1954 1966 

Construction 16.6 
Factor income from abroad 14.4 
Manufacturing 12.2 

Mining, quarrying 11.2 
Electricity, water 11.2 

Services 10.4 

Ownership of dWellings 10.0 

Transport 9.6 

Trade, banking 9.4 
Livestock 8.5 

Public administration and defense 
 8.3
 

Crops and forestry 4.6
 

These growth rates can be misleading in that some sectors are small in
 
absolute terms relative to the total GNP. Construction, for example,
 
is the smallest sector by value added, representing less than 3 percent
 
of GDP in 1954, but grew rapidly on this low base to over 6 percent of
 
GDP by 1966. Visitors to Jordan over the past 15 years have been im
pressed with the ubiquitous evidence of industrial, commercial, and
 
government building activity. 
This activity, in turn, generates and
 
spurs activity in many supply related enterprises, while the employment
 
creates pervasive effects throughout the economy. 
Net travel (tourism)
 
earnings grew from $2.6 million in 1959 to $19.7 million in 1966, gross
 
travel from $8 million to $31.5 million, and remittances from $12.9 to
 
$29.6 million. 2 
 The major lines responsible for the growth of ma-aufactures
 

1

Government of Jordan, Department of Statistics, The National
 

Accounts, 1959-1967, p. 34.
 
2GOJ, National Accounts, p. 19.
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have already been mentioned. In mining the major growth element was 
the impressive increase of phosphate mining from a little over 200,000 
metric tons in the middle 1950s to over I million tons in 1967.1 On 
the supply side this has been due partly to the development of new de
posits at Al Hasa, and on the demand side to expanding exports to
 
Yugoslavia, India, Japan, Italy, Pakistan, Turkey, and Czechoslavia.2
 

A potash plant at the south end of the Dead Sea has been in the plan
ning stage, but its progress was interrupted by the war. A measure of
 
quarrying activity is not available, but Jordan's marble products are
 

of good quality and have been effectively developed for the tourist 
industry and to some degree for export. Marble, granite, porphyry, 

basalt, and other stone exports were valued at nearly $1 million before
 
the war with Israel in June 1967. 
 The growth rates in electricity, 
water, services, ownership of dwellings, transport, trade, and banking 
are correlated with the general growth of activity reflected in the 

8-10 percent average annual growth of GNP. The petroleum refinery,
 

which began production in October 1960, is the largest single industrial 
unit in Jordan, with value added of $6 million in 1966. Construction, 

mining and quarrying, and food manufacturing had value added of $26 

million, $7 million, and $6.5 million respectively, in 1966. The 1967 

levels were not substantially different.3
 

Crop output in Jordan -- particularly wheat and barley fluctuates-
sharply with the rainfall. For example, when average rainfall was 
about
 
42 millimeters in the 1959-1960 season, Jordan's wheat crop was 43,600
 

tons. 
 When rainfall reached 100 millimeters in the 1961-1962 season,
 
wheat output was over 138,000 tons, then dropped to 76,000 tons in
 
1962-1963 when rainfall had dropped to about 64 millimeters, then rose
 
again to 278,000 tons when rainfall exceeded 140 millimeters in 1964

1965.4 In 1965, wheat represented 50 percent of the value added by
 

1AID Statistics and Reports Division, Economic Data Book, January 1969.
 
2GOJ, Department of Statistics, External Trade Statistics, 1965.
 
3GOJ, Department of Statistics, The National Accounts, 1959-1967.
 
4R. Ward, "Focus in Jordan Agriculture", Land Economics, May 1966.
 



crops and forestry. Crops that are irrigated (tomatoes, other vegetables,
 

and fruits) are less affected by rainfall fluctuations and these have
 

grown in importance since 1954 with the development of the East Ghor
 
Canal and other irrigation works. 1 The irrigated output has undoubtedly
 

helped to reduce the effect of the drastic fluctuations in wheat output.
 
The output values in Tables 3-6 below have been smoothed to eliminate
 

seasonal effects of rainfall.2 Grains and legumes, which are almost
 

totally unirrigated, have had negligible growth, as compared with the
 

doubling and tripling in vegetables, fruits, vines, and olives, a signi

ficant portion of which is irrigated.
 

The future growth potential in output of both dry land and irri
gated crops is substantial. Another study in this project estimates
 

improved practices and varieties could increase wheat production more
 

than threefold, barley by double its present level, lentils and other
 

legumes fivefold, and fruits and vegetables by at least 50 percent. 3 

The average value yield per area from fruits and vegetables is already 

several times as large as the yields from grains. The United States
 

Agency for International Development, United Nations Teams, and other
 

donors continue to assist Jordan in the improvement and further develop

ment of both dry land and irrigated cropping in Jordan.
 

ECONOMY AFTER THE 1967 WAR
 

Following the war with Israel in June 1967, Jordan lost, at least
 

for the time being, the West Bank which had generated about 40 percent
 

of Jordan's GNP, nearly all of its tourist earnings, and substantial
 

foreign exchange earnings from remittances and agricultural exports.
 

Nevertheless, the West Bank hnd been a net balance of payments deficit
 

Ths is developed by R. Ward and George Soussou, Priorities in
 

in Jordan Agriculture, USOM/Jordan, November 1961.
 
2Because of this smoothing, these tables produce aggregates some

what different from later tables, which do not have smoothed data.
 
3Marion Clawson, Hans Landsberg, Lyle T. Alexander, The Agricultural

Potential of the Middle East (unpublished), January 1969, pp. 17-9. 



Table 3 

INDUSTRIAL ORIGIN OF GDP AND GNP 
-- J.D. MILLION
 

1954 1955 1956 1957 1958 1959 1960 1961 1962 
 1963 1964 1965 1966
 

1 Agriculture 
 13.5 11.4 17.0 
 14.7 15.3 17.09 18.85 18.75 22.42 23.08 24.12 26.77 27.18
 
2 VA in crops and forestry 9.0 
 9.4 9.6 10.1 10.7 12.12 13.48 14.48 14.70 15.12 15.60 15.71 15.51
 
3 Crops and forestry output 10.4 10.5 11.2 11.7 12.3 
 13.74 15.18 16.72 16.92 17.26 18.01 18.16 
 18.00
 
4 Intermediate costs 
 1.4 1.1 1.6 1.6 1.6 
 1.62 1.70 2.24 2.22 2.14 2.41 2.45 2.49
 
5 VA in livestock 4.5 2.0 7.4 4.6 
 4.6 4.97 5.37 4.27 
 7.72 7.96 8.52 11.06 11.67
 
6 Livestock output 5.1 2.9 8.3 5.2 
 5.8 5.86 6.20 5.05 8.69 9.11 9.83 
 13.22 14.19
 
7 Intermediate costs 
 .6 .9 
 .9 .6 1.2 .89 .83 .78 .97 1.15 1.31 2.16 2.52
 

8 Non-agriculture 
 37.3 40.5 46.3 
 53.6 61.2 70.09 74.82 85.57 87.72 95.58 101.38 116.84 122.09
 
9 Mining, manufacturing and Electricity 4.0 
 4.8 5.8 6.2 6.8 6.89 7.58 9.50 8.80 11.55 13.56 17.90 19.53
 

10 Construction 
 1.5 1.9 
 2.1 2.4 3.0 4.66 4.50 4.50 6.15 6.12 5.45 7.87 9.28
 
11 Transport 
 4.7 5.9 7.2 8.8 9.8 10.70 11.12 12.64 12.53 12.77 12.03 12.60 14.42
 
12 Trade and banking 10.9 10.9 12.3 14.1 
 16.9 18.81 20.44 25.55 25.09 27.78 29.52 
 33.54 31.69
 

13 
 Ownership of dwellings 3.5 3.5 4.4 4.7 5.0 6.30 7.13 8.01 8.58 9.38 9.93 10.69 11.20
 
14 Public administration and defense 
 8.5 9.0 10.7 12.4 14.5 14.95 15.79 16.74 17.06 17.61 19.70 
 21.41 22.03
15 Services 
 4.2 4.5 3.8 5.0 
 5.2 7.78 8.26 8.63 
 9.51 10.37 11.19 12.83 13.94
 
16 GDP at factor cost 
 50.8 51.9 63.3 68.3 
 76.5 87.18 93.67 104.32 110.14 118.66 125.50 143.61 149.27
 
17 Indirect taxes 
 4.0 4.9 
 5.6 6.2 7.0 8.36 8.86 9.27 10.28 11.39 13.43 16.66 20.89
 
18 GDP at market prices 
 54.8 56.8 68.9 74.5 83.5 
 95.54 102.53 113.59 120.42 130.05 138.93 160.27 
 170.16
 
19 Factor income from abroad 
 3.0 5,2 4.8 
 6.1 4.5 5.60 7.39 7.00 11.93 8.56 11.67 12.93 15.15
 
26 GNP at market prices 
 57.8 62.0 73.7 80.6 88.0 101.14 109.92 120.59 132.35 138.61 150.60 173.20 185.31
 

All figures are in current prices except for Row 3, the major components of which are in 1964 prices (see notes to Table 1).
 
Sources:
 

Michael Mazun, unpublished Ph.D. Dissertation Material, M.I.T., Cambridge, Spring 1969, derived fromR. S. Porter, Economic Trends in Jordan
1954-1959, Beirut, 1961 (mimeographed). Jordan Department of Statistics, The National Accounts 1959-1966, Amman, 1967. 
The differences in data

is due to smoothing of agriculture data in this Table.
 



Table 4 

ANNUAL GROWTH RATES BY SECTORS 

1954/55 - 1965/66 1954/55 - 1959/60 1959/60 - 1965/66 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Agriculture 
VA in cropa and forestry 

Crops and forestry output 
Intermediate costs 

VA in livestock 
Livestock output 
Intermediate costs 

Non-agriculture 
Mining, manufacturing and electricity 
Construction 

Transport
Trade and banking 
Ownership of dwellings 
Public administration and defense 
Services 

GDP at factor cost 
Indirect taxes 
CGDP at market prices 
Factor income from abroad 
GNP at iaarket prices 

7 % 
5 
5 
6.5 

12 
11.5 
11 
11 
14 
16 

9 
10.5 
11 
8.5 

11 
10 
14 
10.5 
12 
10.5 

7.5% 
7 
6.5 
6 

10 
8.5 
3 

13 
10.5 
22 

15.5 
12.5 
14 
12 
13 
12 
14 
12 
10 
12 

7 % 
3.5 
4 
7 
14 
15 
18 
9 
17 
11 

3.5 
9 
8.5 
6 
9 
8.5 

14 
9 

14 
9 

Note: 
All growth rates are anaual rates annually compounded. 

Source: 
Same as Table 1 



ADJUSTED VALUE OF OUTPUT IN 

Table 5 

CROPS AND FORESTRY - J.D. MILLION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

Grains and legumes 

Wheat 

Barley 

Others 

Vegetables 

Tomatoes 

Cucumbers, melons and watermelons 

Others 

Fruits, vines and olives 

Grapes 

Olives 

Citrus 

Other fruits 

Construction on farms (labor) 

Tobacco 

Forest products 

1954 

4.728 

2.964 

.655 

1.109 

2.364 

.693 

.847 

.824 

2.521 

.663 

1.177 

.010 

.617 

.290 

.160 

.320 

1955 

4.763 

3.047 

.662 

1.054 

2.514 

.750 

.965 

.799 

2.456 

.672 

1.052 

.0i9 

.717 

.280 

.170 

.270 

1956 

4.807 

3.133 

.670 

.1004 

2.596 

.7531 

1.098 

.747 

2.784 

.75c 

1.244 

.022 

.762 

.280 

.420 

.270 

1957 

4.855 

3.222 

.679 

.954 

2.969 

.881 

1.251 

.837 

2.852 

.879 

1.148 

.330 

.795 

.260 

.420 

.300 

1958 

4.906 

3.311 

.687 

.908 

3.510 

1.048 

1.424 

1.038 

3.229 

1.035 

1.317 

.046 

.831 

.180 

.270 

.200 

1959 

4.965 

3.405 

.696 

.864 

4.572 

1.502 

1.622 

1.448 

3.428 

1.224 

1.245 

.086 

.873 

.100 

.360 

.310 

1960 

5.026 

4.501 

.704 

.821 

4.892 

2.111 

1.847 

1.934 

3.873 

1.452 

1.399 

.106 

.916 

.080 

.110 

.200 

1961 

5.011 

3.5U2 

.679 

.830 

6.809 

2.768 

1.846 

2.195 

4.150 

1.504 

1.419 

.243 

.984 

.160 

.390 

.200 

1962 

5.000 

3.502 

.656 

.842 

6.912 

2.871 

1.846 

2.258 

4.417 

1.470 

1.573 

.318 

1.056 

.140 

.290 

.160 

1963 

4.985 

3.502 

.633 

.850 

7.016 

2.877 

1.845 

2.294 

4.728 

1.405 

1.612 

.577 

1.134 

.290 

.100 

.140 

1964 

4.975 

3.503 

.610 

.862 

7.477 

3.315 

1.744 

2.318 

4.869 

1.329 

1.771 

.552 

1.217 

.150 

.410 

.130 

1965 

4.964 

3.503 

.588 

.873 

7.350 

3.122 

1.844 

2.384 

5.084 

1.251 

1.828 

.699 

1.306 

.220 

.400 

.140 

1966 

4.955 

3.504 

.568 

.883 

6.610 

2.499 

1.843 

2.268 

5.443 

1.178 

2.012 

.851 

1.402 

.540 

.310 

.140 

! 

17 TOTAL 10.373 10.453 11.1:7 11.656 12.295 13.735 15.181 16.720 16.919 17.259 18.011 18.158 17.998 



Table 6 

ANNUAL GROWTH RATES OF VALUE OF OUTPUT IN CROPS AND FORESTRY 

1954/55 - 1965/66 1954155 - 1959/60 
 1959/60 - 1965166
 

1 Grains and legumes 
 0% 1% 0 z2 Wheat 1.5 3 
 0.53 Barley 
 -1 1 
 -3
4 Others -2 -5 1
 

5 Vegetables 
 10 16.5 5
6 Tomatoes 13 20 8
7 Cucumbers, melons and watermelons 6.5 14 1

8 Others 
 11 16 
 5.5 U' 
9 Fruits, vines and olives 7 8 
 6
10 Grapes 5.5 
 15 -0.511 Olives 
 5 3.5 6.5


12 Citrus 
 45.5 
 50 4-2

13 Other fruits 
 6 5 7
 

14 Construction on farms (labor) 5 
 -20 27
15 Tobacco 7 7 
 7
16 Forest products 
 -7 
 -3 -9.5
 

17 TOTAL 
 5 7 
 4
 

Note:
 
All growth rates are annual rates annually compounded. 

Source:
 
Michael Wagner (See Tables 1 and 3). 
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area, although not to the same extent or proportion as the economy as
 
a whole. 
Therefore, Jordan's balance of payments was relatively worsened
 
as a result of the loss of the West Bank. 
 The deficit was more than
 
covered, however, by large grants from the Arab oil states. 
Economic
 
aztivity on both the East and West Banks declined sharply following
 
the war, with the Arab banks on the West Bank closing down. There is
 
some flow of trade from East to West Bank, but recession set in on both
 
banks following the war. 
Activity on both banks has gradually resumed
 
as 
the necessity to carry on became evident, but investment decisions
 
are understandably cautious and moderate. 
Uncertainty is the deterrent
 
to full resumption of activity in the sectors discussed above. 
 Agri
culture in the Jordan Valley has been disrupted by firing and inter
mittent hostilities across the Jordan River border between the occupied
 
West Bank and the East Bank. On the other hand, exports of agricultural
 
and other commodities 
 do not seem to have been seriously affected by 
the splitup of the country.2 
 Imports have declined sharply, however,
 
reflecting the cautious spending outlook within the country in the face
 
of the uncertainty. A sector breakdown of activity in the post-war
 

1An article in Israel Economist, October - November 1967, "Is Jordan's 
Economy Dependent on the West Bank?" suggests that the East Bank's 
balance of payments position is better off because the West Bank normally
ran a deficit of about $10 million. The loss of the West Bank, therefore,

it is argued, would save the East Bank this additional burden. This is
 a misleading assessment. 
 In the past, Jordan has been running an annual
deficit with the world of about $50-$60 million. Thus, if foreign capi
tal inflow were allocated on a per capita basis, the West Bank should

have been running at least a $25 million deficit. In this sense, it

might be argued that the West Bank was contributing $15 million a year

to the East Bank. In short, the West Bank was 
the more nearly viable
 
part of Jordan. The simplistic assumption that divesting itself of the
West Bank with a deficit will improve the East Bank economy overlooks
 
the effects of the benefits of the larger volume of economic activity

the united economy of Jordan generated, at least for both banks. 
 While

the West Bank may more than be compensated in new activity with Israel,
the East Bank will not benefit, except to some extent indirectly, from

West Bank/Israel economic intercourse (For discussion and conflicting

views on this issue see E. Kanovsky, "The Economic Aftermath of the Six
Day War, Part II," 
The Middle East Journal, Summer 1968; and criticism of

the East Bank viability concept propounded by Kanovsky by R. Ward in the
 
same journal, Summer 1969, pp. 285 ff.)


2AID Economic Data Book, July 1968, shows commodity exports at 
the
 
1966 level on 9 months of 1968 data and phosphate exports also keeping up

with the 1966 level. The estimates are presumed to deal with both East and
 
West Banks.
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period is not available, but it would undoubtedly reflect a depressed
 
economic situation on each Bank. 
The 1967 GNP for the two Banks com
bined, therefore, would be lower than that for 1966 when the country
 
was united, although preliminary reports show it higher.1 
 The unemploy
ment situation on the East Bank is severely aggravated by the addition
 
of at least 200,000 displaced persons from the West Bank who fled during
 
the June 1967 war. Thus, if special post-war grants in aid are excluded 
and the added refugee burden is added, the East Bank economy is far
 
from viable. The 
East Bank is able to function well only becavie of
 
the contributions made to the GOJ by the oil rich Arab countries of
 
over $100 million a year.
 

Such, in brief, is the context within which further development
 
in Jordan must take place. 
 Once a political holding operation, in
 
little more 
than a decade the prospects for eventual economic self
reliance became decidedly hopeful. 
Should peace and cooperation prevail
 
between Israel and the Arabs, the opportunities for continued rapid
 
growth and consequent apsimilation of the unemployed are numerous. 
The
 
refugee problem created by the 1948 war had by no means disappeared
 
prior to June 1967, but with Jordan's real GNP growing at an average
 
rate of about 10 percent a year for at least a decade, refugees were
 
finding ways to supplement their welfare (UNRWA) income or rations or
 
to leave their camps altogether for better jobs and housing. 
In some
 
instances, the country's rapid growth reached into the refugee camps
 
and was slowly transforming them into suburbs of larger cities or into
 

separate town entities.
 

This growth process was interrupted by the June 1967 war with
 
Israel. 
This study deals primarily with the post-June war era, and
 
particularly with the prospects and problems relating to reconstructing
 
or refashioning the pre-war development momentum. 
Resumption of Jordan's
 
recent past growth would soon follow a genuine political settlement
 

'Middle East EconomicDigest, March 1969 7, p. 317, citing GOJ
 
Department of Statistics, The National Accounts 1954-1967.
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in the area, though eventually a somewhat slower growth rate could be
 
expected. Without a political or de facto settlement, both the poli
tical and economic outlook for a truncated Jordan would seem problematic
 

at best.
 

PROSPECTS AND PERSPECTIVES
 

The sectio'.s to follow will examine the prospects for Jordan under
 
various assumptions, varying from optimistic (a generally favorable
 
political settlement) to pessimistic (no Middle East political settle
ment) and a lower level equilibrium trap econcmically for the East
 

Bank.
 

Prospects
 

The projections to 1980 presented in Table 7 assume a general
 
Middle East political settlement in which (1) the West Bank is returned
 

to Jordan by 1970-1971, (2) Jordan will still receive a share of the
 
income generated from Jerusalem's unique tourist attractions, (3) more
 
freedom of tourist traffic and trade will be permited between Jordan
 

and Israel. Under these assumptions Jordan would be able to resume the
 
high rzte of growth it experienced in the last decade.I The projections
 

assume resumption or expansion of investment in developing accommoda

tions and measures for attracting tourists to the area, promoting
 

optimum development of vocational and higher educational programs that
 
upgrade the quality of labor, thereby contributing to Jordan's manpower
 
needs as the economy progresses, broadening employment opportunities
 

for Jordanians in Jordan or abroad, and supporting projects designed
 
to increase earnings and employment from agriculture and mineral re
sources, such as water and land development from manufacturing, and
 

IThere are differences of view on whether Jordan experienced any

inflation in the decade prior to 
the June 1967 war. AID, Statistics and
 
Reports official assumption has been that there was virtually no inflation,
 
while Oded Remba in The New Middle Eas;t, March 1969, p. 28 reflects price

changes of about 1 to 1.5 percent a year. 
The real growth of Jordan's
 
GNP could, therefore, be assumed to be between 8-10 percent per annum
 
in the decade prior to 1967. 
 We have adopted the AID position that
 
there was no inflation.
 



Table 7 

JORDAN' S GNP, ACTUAL AND PROJECTED 

Actual
 
Percent Growth Projected

Per Year Percent Growth 
 Percent Growth
1954 1959 1966 1954-1966 to 1975 1975 to 1980 1980 

GNP (current prices)a

$ millions 
 161.8 277.6 532.4 
 10.6 
 6 .5L 937.0 8.5 1405.5 

Populationb 
 1410 1636 1954 
 3.0 
 2.7 2491 
 3.0 2890
 
GNP per capita Cs) 115 170 272 7.6 
 3.8 376 
 5.0 486
 

'a0 

Notes:
aFor 1954, R. S. Porter, Economic Trends in Jordan, 1954-1959, Middle East Development Division, Berrut,
 
July 1961 (mimeographed). For 1959-1966: 

The 

Government of Jordan, The National Acccunts, 1959-1967, updated.two series are not precisely comparable, but the statistical discrepancies have been adjusted to eliminatenearly all of the discontinuities. 
 These figures differ from GNP data presented in Tables 3-6 due to smoothing
in earlier tables of agriculture data and adjustment of indirect taxes. 
 The official U.S. data on Jordan's
GNP can be taken as the real GNP. (AID, Statistics and Reports Division, Economic Data Book.)
 

bNo estimates of the 1954 or 1959 population are official, since the first census was not taken until
1961. 
 The 3 percent growth per year rate is the 1961-1966 rate projected back to 1959 and 1954. 
 Some reduction in growth is expected to result from emigration from the region as a result of the conflict with Israel.
The rate is presumed to increase again as peace prevails.
 

cA lower growth is assumed to account for the years in which the country will havedepressed between 1966 and 1975. been divided and henceA settlement and return of the West Bank is assumed, with an arrangement withrespect to Jerusalem to enable Jordan to share in its revenues.
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from :xport of potash and phosphate. A provision in the projection is
 

also made for the possibility of Israel's granting Jordan free access
 

to a Mediterranean Port.
 

Even before new programs and efforts are launched, Jordan could
 
improve the effectiveness of present policies and programs with modest
 
financial investment. With improved fiscal management in the Jordan
 
Government resources available for development could be increased.
 
Better enforcement of tax laws and reform of the tax structure to ex
tend coverage and reduce waste, inefficient employment practice's and
 
outlays for the military -- all these could make substantial resources
 
available to the Government of Jordan for development. A program for
 
pvomoting exports and checking the importation of luxuries and semi
luxuries would also improve the chances for long term balance of pay

menta equilibrium.
 

Jordan's farmers could increase the productivity of lands already
 
under irrigation by planting more than one crop a year.I 
 Agricultura

lists in Jordan believe that with such an effort, output of vegetables
 

could increase at least by 50-60 percent in 5 or 7 years. 
As indicated
 
earlier, programs now under way in improving methods of growing wheat
 

in Jordan through summer fallowing, fertilizer use, weed control, and
 

improved seed varieties could triple wheat output. 2
 

Implications of Projections
 

These projections are optimistic in assuming a peaceful Middle
 

East and Jordan's capacity to continue to benefit from effective pro
motion of tourism, trade and exploitation of water, mineral, commercial
 

and other potentials in the area. 
Given this assumption the projections
 

in Tables 7-11 are plausible expectations. As projected in Table 8,
 
the total investment, both private and public, required to generate
 

the GNP growth to 1980 indicated in Table 7, is roughly equivalent, in
 
proportion to GNP increase, to the projected in Jordan's Seven Year
 

iRichard J. Ward, "Focus in Jordan Agriculture."

2Cf. Clawson, et al., 17-9.
 



Table 8 

CONSUMPTION AND INVESTMENT IN JORDAN PAST AND PROJECTED TO 1980
 
($ Millions or percent per annum)
 

Projected Projected
 
% Growth Growth 
 Growth
Current Prices 
 Per Year to 1975 
 to 1980
1959 1965 
 1966 1959-1966 % p.a. 1975 % p.a. 1980
 

Private Consumption 243.8 
 386.6 424.9 8.0 
 5.5 692.9 7.0 996.9
Current Govt. Consumption 71.3 103.0 106.9 5.5 
 6.0 183.0 7.5 268.5

Private Fixed Capital


Formation 
 36.5 37.9 44.7 6.5 
 7.0 
 82.0 8.5 128.8

Government Fixed Capital


Formation 
 14.1 28.9 36.8 
 6.5 7.0 67.4 9.0 109.8 
Change in Stocks -15.4 10.9 5.2  - - -

Consumption Plus Investment 
 350.3 567.3 618.7 
 1025.3 
 - 1466.0 

Current Account Deficit -72.7 -61.8 -86.5  - -80.4 
 - -70.2
 

Expenditure on GNP 
 277.6 505.5 532.2a 9.7 
 6.5 
 944.9 8.5 1428.8
 

Relationships
 

Total Capital Formationb 35.2 77.7 86.7 6.5 9.3 
 149.4 9.3 233.6
Domestic Saving 21.3 
 60.4 37.5 14.2 
 10.0 90.0 
 9.0 198.0
Government 
 13.7 5.7 15.7 
 - - - -Private 
 7.6 5 4 .7c 21.8  - - -Saving as % GNP 
 7.7 11.9 7.0 
 -
 - 13.8
Saving as % Capital Formation 60.5 77.7 43.3 
- 9.5 


- - 60.2 
 - 84.7
 



Footnotes (Table 8)
 

Notes:
 
aGOJ official accounts show $520 million, but we have averaged 1965 and 1966 agriculture due to wide
fluctuation. The difference ($12 million) is allocated as follows: 
 private consumption $6 million, current
government consumption, government, and private capital formation each $2 million. 
As this is the agriculture sector it is reasonable to assume most of the difference would be on-farm consumption.
 

bPrivate plus government investment based on a 3 to 1 capital/output ratio. A sector breakdown could
show differing c/o ratios, but data are inadequate to make useful investment estimates by sector.
 

cGOJ, National Accounts, 1959-1966, shows private savings of $55 million for 1965 which is drastically
above 1963 or 1964. 
Credit to savings may have been given for temporary crop and livestock holdings, which
 
fluctuate widely.
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Plan, 1964-1970. It is somewhat above the actual levels achieved in
 
the recent past but would certainly be attainable in a politically 
stable environment. The projected investment and GNP relevels also 
flect an overall capital output ratio of about 3 to 1, which is typical 
for countries in Jordan's stage of development, though greater than 
was characteristic of Jordan from 1959 to 1966. 1 To help finance the
 
required investment, domestic savings are projected to rise from 43
 
percent of investment in 1966 to 60 percent of investment by the year
 
1975. 
 This may be somewhat ambitious but it is a legitimate target for
 
a country seeking self-sustaining growth.
 

Achievement of these targets could produce about an 80 to 85 per
cent increase in Jordanian per capita income in real terms by 1980
 
(Table 7). Inflation has not been a serious problem in Jordan in the
 

past.
 

The distribution of the projected growth by economic sectors is
 
indicated in Table 9. Growth rates of these sectors between 1966 and
 
1975 are projected lower than their long term trends because of the
 
disruptions and repercussions of the 1967 Arab-Israeli war. 
With a
 
settlement assumed by 1970 more rapid rates of growth in most sectors
 
are assumed thereafter, averaging out to 6.5 percent for 1966-1975.
 
GNP growth at constant prices is projected at 6.5 percent from 1966
 
to 1975 and about 7 percent per year between 1975 and 1980. This
 
roughly coincides with the growth projected independently in Table 2,
 
using local force and productivity assumptions. As Jordan acquires
 
characteristics of a developed economy, resource constraints will
 
probably reduce the more rapid opportunities for growth, the economic
 
base will be larger and competition for foreign markets intensified.
 
Beyond 1980, therefore, lower rates of growth, say 6 percent a year,
 
could be expected. These are still optimistic but not unrealistic
 

growth projections.
 

1 Others argue for a smaller ICOR for Jordan on the basis of the 
high aid input and import deficit (See J. Vanek, "Toward a Better Under-
Standing of the Incremented Capital -- Output Ratio," Quarterly Journal
of Economics, August 1968, p. 463; also "Preliminary Report on Palestine 
Refugees," December 2, 1968, unpublished document.
 



Table 9 

PROJECTION OF JORDAN NATIONAL ACCOUNTS BY SECTOR, 1975, 1980
 
($ Millions, Current Prices)a
 

Factor Costs
 

Actual Z
 
Growth Z Growth 
 % Growth 

% of Per Year Projected p.a. to1959 1966 Total 1959-1966 to 1975 1975 
 1980 1980
 
(1966)

Agriculture 
 42.2 89.5 16.8 11.2 8.0 179.0 8b 272.1
Crops, forestry 28.4 60.3 11.3 
 11.2 _

Livestock 
 13.9 29.2 
 5.5 11.0
 

Manufactures miningc 
 17.4 48.4 9.2 
 15.9 4.0
Constructione 69.2 10 112.1
13.0 26.0 
 4.9 10.4
Electricity and Watere 1.8 6.3 
5.0 40.6 9 62.9


1.2 19.5 
 5.0 9.0 15 19.6
Transport f f 
 30.1 40.4 7.6 
 4.2 3.0 52.9 5 67.7
Wholesale, retail trade 
 50.4 81.0 15.3 
 7.5 5.0 126.3 8 185.7
Banking 
 2.2 7.8 1.5 20.0 5.0 12.2 
 15 24.4
Owhership of dwellings 17.6 31.4 5.9 8.5 
 7.0 57.1 9 88.5

Public administration,
defenseg 
 41.9 61.7 11.7 5.6 
 6.0 104.9 6 141.6
Servicesh 1 
 21.8 39.0 7.3

Indirect taxes 

8.5 7.0 71.0 7 100.1
23.4 58.5 
 11.1 14.0 9.0 128.7 9 199.5
Net foreign income 15.7 
 42.4 8.0 15.2 
 9.0 93.2 11 154.7
 

277.6 532.4 100.0
GNP 9.7 6.5 944.9 8.5 1,428.9
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Footnotes to Table 9
 

Source of Basic Data: GOJ Department of Statistics, The National 
Accounts, 1959-1966 

Notes: 
aIn view of wide fluctuations in agriculture output average of three
 

years, 1964, 1965, 1966 used. 
Total GNP figure therefore differs from
 
GOJ official accounts.
 

bThe lower growth rate is based on the period of disruption caused
 

by the Arab-Israel war of June 1967. The growth rates to 1980 assume
 
emigration from the agricultural sector at a more rapid pace.
 

CSee Table
 

dBased on slowdown during 1967-1968 crisis years and lag in resump

tion of activity until 1970. The post 1975 growth assumes full re
sumption of activity, though at a slower rate.
 

eThe growth rate 1966-1975 reflects the post June 1967 war disruption
 
of activities due to West Bank split off and conflict in Ghor Valley.

The growth rate to 1980 assumes full resumption of activity, plus larger

and more rapid implementation of projects arising out of a peace settlement.
 

fAssumes some trade between Jordan and Israel and free flow of
 
tourists across borders.
 

gThe 1975 projections assumes that due to added unemployment caused
 
by the refugee situation, reduction in army forces cannot take place.

Value added from defense expenditures are projected to grow to 1975
 
at slightly above the earlier rate. 
 This will allow for a 5 percent
 
per year increase to 1970 in value added from other public administration
 
and a somewhat higher growth per year from 1970-1975. Beyond this year

the growth in defense expenditures could be less than the growth in
 
other public administration outlays.
 

hMuch of this is tourist related and therefore was severely under

mined at least in 1967 and probably also in 1968. The low growth rate
 
allows for some recovery after a peace settlement. The 1970-1975 fore
cast assumes full resumption of the high growth rate of the past as
 
tourist travel is stimulated by an assumption of open border arrange
ments -- an assumed element of a political settlement.
 

iThe projection to 1975 is derived from ratio of indirect taxes to
 
total current revenue of government which was fairly steady at about 30
 
percent from 1959 to 1964. It rose in 1965. 
 Over the longer run period
 
to 1980 and 2000 the growth in this item is expected to slacken as direct
 
taxes pick up a greater share of the tax burden.
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Jordan's balance of payments (Table 10) is projected as showing a
 

relative improvement up to 1980, but the deficit on goods and services
 

will probably continue to be significant on an absolute basis at $70
 

to $80 million a year. To keep the deficit in goods and services down
 

to this level will require substantial expansion of receipts from tourism,
 

remittances, and commodity exports, to meet the expansion of imports
 

that can be expected from the growth of GNP. The projected 80 percent
 

increase in imports should contribute significantly to the country's
 

development and standard of consumption.
 

Finally, projections of the productivity of labor at rates com

mensurate with recent growth implies that Jordan will be able to generate
 

close to 300,000 jobs at constant prices between 1966 and 1980 (Table
 

11). It is estimated that labor productivity increased by 3.8 percent
 

a year from 1961-1966 in our estimate. This rate should be sustainable
 

and we have projected it to 1980, as indicated in Table U1, Column 4.
 

The relative growth patterns by economic sectors are shown in the pro

jections of national accounts by sector. This should accomodate the
 

natural growth in the labor force and absorb a large part of the un

employment largely associated with the refugees. To some extent,
 

emigration to countries in the region, to Europe or other areas, should
 

help reduce the level of unemployment and undcremployment that prevailed
 

in 1966. A political settlement with Israel would also involve some
 

plan for repatriation of some refugees to Israel and a compensation
 

plan would aid resettlement in newly developed areas. Israel's employ

ment of the estimated 15,000 Jordanians and several thousands Gajans
 

in an economy still needing labor may be indicative of the potential.
 

Labor force data are extremely tenuous, but given the GNP, population,
 

and other growth expectations indicated in these tables, there are
 

fairly good grounds for projecting a rate of creation of job options
 

over the long run adequate to absorb the natural growth in the labor
 

force and the unemployed (including the refugees), particularly if
 

Jordanians continue to take advantage of the job opportunities else

where in the Middle East, in Israel, and in Europe. Though these
 



Table 10 

JORDAN BALANCE OF PAYMENTS ACTUAL AND FORECASTa
 

($Million)
 

Growth
 
Projected
 
1975-1980
1965 1966c 1967d 1968e 1970f 1975g % p.a. 1980 

1. Total Foreign Exchange

Earnings 
 81.04 91.59 57.70 
 34.09 113.10 167.90 8.5 255.22
 

A. Commodity Exportsh 
 27.75 29.10 21.00 39.93 46.10 72.00 
 7.0 106.43
Minerals 
 6.80 8.8-0 6.00 19.60
I.4-2 30.00
Phosphate 
 6.80 8.80 6.00 11.42 19.60 27.50 8.0 40.43
Potash 
 - - - - - 2.50 - 5.00
Agricultural Goods 
 13.72 12.14 8.80 
 16.50 .00 q 8.0
26 40.001
Tomatoes 
 2.32 5.32 3.86 - -

Lentils 
 2.08 .57 .42 
 -
 -
Watermelons 
 1.43 .56 .36 - -
Cigarettes (Tobacco) 1.16 .90 .66 
 -
 -
Egg Plant .99 
 .79 .57 - -

Broad Beans 
 .15 .32 .23 - -
Other Vegetables 1.47 .70 .53  -

Bananas 
 .56 .80 .58 - -

Other Fruits 1.07 .20 .14 
 -
 -

Wool, Hides, Animals .59 .79 .58  -
All Other Agriculture 1.90 1.19 
 .87 - -
MiscellaneousJ 
 7.23 8.16 6.20 
 10.00 16.00 
 - 21.00
 

B. Tourism/Travel (Net) 
 15.46 16.90 
 9.80 -6.70 23.00 37.00 9.7 74.60
 

C. Remittancesk 
 24.67 29.59 19.40 +3.90 
 30.00 40.00 
 50.00
 



Table 10 (Continued) 

Growth 
Projected 

1965b c 
1966 

d 
1967 

e 
1968 

f 
1970 19 75 g 

1975-1980 
% p.a. 1980 

D. Other Services (Net)m 14.42 16.00 11.20 -3.04 14.00 18.90 5.0 24.19 
2. Importsn -156.16 -190.98 -154.10 -158.51 -190.00 -242.00 6.0 -325.40 

3. Balance on Goods, Services -75.12 -99.40 -77.84 -124.42 -76.90 -80.39 - -70.18 

4. Financing the Deficit 
U.S. Budget Support 

85.53 
29.20 

95.16 
27.60 

151.77 
18.00 

156.80 
-

64.50 
-

72.00 
-

61.00 

U.K. Budget Support 
U.S. Technical Assistance 
Arab Grants 
UNRWA, Other UN 

3.92 
4.34 
5.00 
16.83 

3.64 
4.80 
24.00 
15.74 

2.80 
3.13 

100.20 
13.44 

2.50 
3.00 

117.90 
15.00 

2.00 
7.00 

10.00 
10.00 

-
5.00 

10.00 
-

-
-
-
-

-

-
1.00 

-

5.00 

a 

Development Loans 
U.S. (Incl. 104(g)) 
U.K. 
Kuwait, Other Arabs 
All Other 

Private Capital 

1.00 
1.96 
15.64 

.14 
7.50 

2.50 
2.24 
2.58 
4.64 
7.42 

2.52 
5.00 
1.00 
5.58 

2.00 
2.80 
5.60 
5.00 
3.00 

10.00 
2.50 

10.00 
5.00 
8.00 

15.00 
2.00 
20.00 
10.00 
10.00 

-
-
-
-
-

10.00 
-

20.00 
10.00 
15.00 

5. Balance 

Errors and Omissions 
+8.00 
+2.80 

-4.24 
+14.30 

+73.93 
+14.30 

+32.38 
+3.64 

-12.40 -8.39 - -9.18 

6. Change in Reserves +10.80 +10.06 +88.23 +36.02 
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Footnotes to Table 10
 

aForecast based on a political settlement.
 

bAggregate data for 1965 on earnings, tourism, remittances, other
 
services from AID data. 
Phosphate and agricultural data from GOJ,

Statistical Yearbook, 1965. 
The miscellaneous item is a residual in
 
1965, 1966, and 1967. To get GOJ reserve additions in 1965, 1966,

transfers of assets from Commercial Banks to the Central Bank must be
 
taken into account. International Financial Statistics Bulletin of
 
the IMF shows Central Bank reserves up $64 million, but Commercial
 
Bank foreign assets down $41 million. Recent IMF corrections show net
 
reserves of $8 million in 1965. 
A similar correction is made in 1966.
 
Also GOJ, National Accounts, 1959-1966.
 

CAggregate data for 1966 from U.S. AID Mission in Jordan message,

October 26, 1967. Agricultural and phosphate data from GOJ, Department

of Statistics, Quarterly Bulletins of Current Statistics, 1966. 
 Data
 
for individual products tends to fluctuate considerably from year to
 
year, but these levels or two year average thereof used as basis for
projection. Net other services is based on investmentgovernment,

income, freight and insurance and other transportation income, and
 
other services exclusive of remittance earnings. Trade Data, INIF,
 
IFS Bulletin, May 1969.
 

dFrom June 30 on, the 1967 figures assume East Bank only, due to
 
division of country. 
The phosphate figure is an AID/Washington estimate.
 
The Agricultural figure is based on division of these exportables

between East and West Bank. 
Of these products, it is estimated the
 
East Bank produces about 45 percent (it would be higher if wheat and
 
barley were included) and this is the percent assumed of one-half of
 
the previous year's export level of agricultural products. The first
half year is assumed to be half of the 1966 figure. This same method
is used for each agricultural product.
 

All figures are presumed to be calendar year totals. A fourth 
quarter U.S. budget support payment in JFY 1967 was not made, but a
 
$3 million U.S. grant for feasibility studies is included in the U.S.
 
Technical Assistance (TC) figure for 1967. 
 Other Trade totals are IMF,
 
IFS Bulletin, May 1969.
 

The 1968, 1970, 1975 U.K. figures are an AID/W estimate.
 
The large Arab grant figure includes $24 million from the Arab
 

League of March 1967; 
$45 million in Arab emergency aid from June-

August 1967; $4.2 million in development grants; $28 million in October
 
based on the Khartoum Summit offer of $112 million.
 

eIMF, International Financial Statistics, May 1969 for all data.
 
The Fund includes the West Bank. 
 The Fund shows debits for government

and bank goods and services which is partly reflected in the negative

"other services" category.
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Footnotes to Table 10 (Continued)
 

fBy 1970 it is assumed that the West Bank will be returned to
 
Jordan and some growth from the pre-war (1966) level can be expected.
 
The tourism figure would have to assume an opening of borders between
 
Israel and Jordan and some formula which would give Jordan its share 
in a larger tourism volume. The import level with inclusion of the 
West Bank is sharply upward, but uncertainty and rehabilitation problems 
are assumed to keep the figure below the 1966 level. As part of a
 
peace settlement we assume more aztive marketing of phosphate will take
 
place. The agriculture figure assumes that when the West Bank is re
turned exports after 1966 will achieve about the equivalent nf two
 
years of its previous growth rate of 10 percent per year. An arrange
ment for passage of goods through Israel may not have had time to affect
 
these elements, but opening of borders should spur tourism and a re
sumption of remittances. An agreement of facilitating the flow of
 
workers abroad may not be in effect by then, but more Jordanians will
 
have fled abroad during the upheavals of 1967-1969 and this should help
bring the remittance level back to the 1966 level. Imports should sur
pass the 1966 level as activity begins to expand, depleted inventories
 
get restocked and new business opportunities and optimism return with
 
assurances of foreign assistance with water development, education and
 
other possibilities for growth.
 

There are deficits in the balance of payments, but with reserves 
still available, the size of the deficits is not serious.
 

gBy 1975, the water development projects, open borders for tourists
 
and trade, the initiation of potash sales, and resultant spurs to each
 
of the elements in the balance of payments -- all should provide Jordan 
with a chance to reach close to a self-sustaining growth pattern, assuming 
no budget support but continued development loan assistance.
 

The physical and market capacities are there for phosphate, potash,
 
agricultural exports, tourism and remittances, if a forceful develop
ment effort, adequately funded, can be mounted.
 

The 1975 agriculture estimate assumes that 50 percent of the value
 
added as of 1966 and after results from irrigated lands. Assuming that 
water development could bring a tripling of this income, while the re
maining value added continued to grow at 8-10 percent for 9 years (1966
1975), which is a little less than the prime exports have grown since 1959, 
the 1975 figure would be: 

1966 Level ($12.14 million in Table)
 
Irrigated (a) .5 ($12.14 million x 3) = $18.21 million
 
Non-irrigated (b) o 6.07 x .10 (9 yrs compound) = $14.40 million
 

-6or6.07 x .08 (9 yrs compound) - $12.00 million 
Total 1975 Agriculture Income Range - $30.21 - $32.61 million
 

A $30 million figure for 1975 agricultural exports could be taken
 
as a lower limit based on extension of past growth of agripulture at
 
10 percent a year, based on the 1966 level. An upper limit could be
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Footnotes to Table 10 (Continued)
 

determined by the number of irrigation projects brought into effect by
 
1975 and 1980.
 

Growth in remittances assumes a renewed effort in vocational educa
tion which will supply a continued flow of Jordanian teachers and
 
laborers not only to the Middle East countries, but to European and
 
other countries.
 

Imports are projected to grow at 5 percent a year from 1970-1975,
 
on the assumption that the 1970 level was high and that some restraint
 
will have to be exercised to avoid a serious balance of payments deficit.
 

The development grant and loan inputs are drawdown estimates from
 
amounts pledged by various donors as part of a peace settlement to
 
support accelerated growth in the area.
 

hprojections to 1980 represent an approximate extension of the
 

1970-1975 growth rates. Potash developiaent, which may only barely get
 
underway by 1975, is projected to double by 1980 and again by 2000.
 

iAccording to AID engineers, 143,000 acres could be irrigated and
 

brought into use if all prospective water projects were developed. I
 
have assumed a net value per acre of $250 as an average of the new
 
revenues per acre shown in column 8 of Table 10. This net is higher
 
than those used by the World Bank in its 1957, The Economic Develop
ment of Jordan, but agrees with the more current USAID Mission Study
 
noted in the source footnote to Table 9, and with AID/Washington
 
Engineering recommendations. Gross yields per unit of land vary sharp
ly from bananas at $221 per dunum or $884 per acre, to tomatoes $116
 
per dunum or $464 per acre to wheat at $18 per dunum or $72 per acre
 
and sesame at $11 per dunum or $44 per acre. The net figure of $250
 
would generate additional gross income on 140,000 acres of about $35
 
million to Jordan's economy as a whole. Added to previous levels and
 
normal growth of both irrigated and dry land farming exports, I have
 
assumed that something over one-half of the irrigated output is exported
 
(claculation in footnote g), the remainder of the export projection is
 
made up of dry land exports. By 1980 it is reasonable to expect exports
 
of agricultural goods to rise; I have assumed this figure to be $45
 
million. If we assume that 50 percent of the total increase of $130
 
million in value added in the agriculture sector (Table 3) was due to
 
irrigated agriculture, this would be $65 million, of which the $35
 
million here would represent the newly irrigated areas and $30 million
 
would represent the growth in already existing areas, while the other
 
$65 million would represent the increase in vlaue added from dry land"
 
farming.
 

J19 75-1980 assumed to grow by about $1 million a year, a little
 
less than 1970-1975 rate to 1980. These include textiles, shoes, bat
teries, animals, cereals, beverages, cigarettes, tobacco, quarry products,
 
other.
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Footnotes to Table 10 (Continued)
 

kPredicting the outflow of Jordanians who work abroad rests on so
 
many nebulous factors that this has to be an arbitrary projection of
 
past. The rate of growth is assumed to decline as conditions at home
 
improve, Jordanians living abroad settle permanently there. Even so,

the estimate of $70 million in 2000 may be conservative, given the ample

opportunities for employment in European economies.
 

mAverage growth of other services from average of 1959-1960 to
 
average of 1965-1966 was 6.5 percent a year. A rate of 6 percent a
 
year is assumed between 1970-75, 5 percent a year 1975-1980. Includes
 
net interest and dividends.
 

nThese growth rates 
in export earnings are somewhat constrained by

the longer term resources limitations of Jordan's mineral and agri
cultural areas, by increased consumption at home as incomes and popu
lation rise by increased competition abroad. This will increase balance 
of payments pressure as imports decline in growth somewhat less than 
the decline in the growth rate of totE. foreign exchange earnings.
 
Tourism, however, should continue to grow at a good rate. As reserves
 
are drawn down, foreign borrowing will have to increase and/or greater
 
marketing efforts required to increase the value of exports.
 

PThe projected growth of imports to 1975 is about 4.8 percent,
 
assumed lower than usual because of disruptions since 1966 attributed
 
to the Arab-Israel war. The rate projected to 1980 of 6 percent a
 
year, approximates the 1959-1966 growth in imports. 
 This may be some
what high, in view of the low historic base, but a dynamic development
 
drive evolving out of a Middle East development makes this a reasonable
 
expectation.
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Table 11 

PRODUCTIVITY AND EMPLOYMENT, ACTUAL, FORECASTa 

Working Income Produced Per
 
b c Labord Per Worker in Capita


GDP Populat on Force Labor Force 
 GDP
 
($millions) (000) 
 ($) ($)


(1) (2) (3) (4) (5)
 

1961 292 
 1706 390,000 749 
 171
 
1962 
 - -. 
1963 .- -
1964 .- -
1965 .-

1966 


418 1954 465,000 899 214
 

1961-1966 7.7 
 2.8 3.5 3.8 
 4.9
 
% p.a.
 

1966-1980 7.7 3.0 3.5 
 3.8 4.7 
%p.a. 

1975e 810 2560 637,100 1261 316
 
1980e 1170 2970 763,000 1528 394
 

Notes:
 
a
Current prices but assumes no inflation. Also assumes reunited


Jordan, with a nutually favorable arrangement with Israel on Jerusalem
 
and trade relations.
 

b1975 and 1980 from Table 7, above. 1961, 1966 from Table 1 above,
 
using smoothed data for agriculture.
 

c1961, Government of Jordan, Department of Statistics, First Census
 
of Population and Housing (November 1961), August 1964, xxii; 1966 AID,

Economic Data Book, July 1968. The population growth rate is kept down
 
to some extent by Jordanian emigration.
 

dThe IBRD Report, The Economic Development of Jordan, Johns Hopkins
 
Press, Baltimore, 1957, gave a labor force estimate of 370,000 for 1955,

but this appears to have been too high when compared to the 1961 census

data labor force figure (for example, it would produce a growth of less
 
than 1 percent a year in the labor force between 1955 and 1961). Unemploy
ment estimates also vary widely. 
The World Bank estimated 61,000 refugees

unemployed in 1955, but the Seven Year Plan (1964-1970) document refers
 
to a conflict in the 
census between 27,300 unemployed in 1961 and 68,000

"economically inactive". 
 If the first figure is compared to the 1955

estimate a clear reduction in unemployed was taking place. If the 68,000
 
census 
figure is used, it was getting worse.
 

eThe growth projections for 1966-1980 in the labor fcrce, column (3)

and in income produced per worker are assumptions. The GDP projections of
 
1975 and 1980 are thus derived by multiplying columns (3) and (4) of 1975

and 1980. The productivity projections may seem a little high, but they

balance the possible decline in productivity of the working labor force

with a continued reduction in unemployment which boosts productivity.
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estimates were derived independently, they support the Jordan Seven Year
 
Program projection of annual job creation of 20,000-24,000.1
 

SECTOR PROBLEMS AND IMPLICATIONS
 

Alternative Investments
 

Ideally, a long range investment program for a country would seek
 
to channel scarce investment funds to highest priorities first. In
 
setting priorities, account may be taken of other considerations as
 
well as oi economic criteria. However, a benefit-cost measuring rod
 
provides at least one relevant consideration. Jordan's economy is sig
nificantly dependent on a progressing agriculture for its future growth
 
potential at least in the next decade or two. 
 Middle East agriculture
 
is in turn heavily dependent on water supplies. The optimistic growth
 
projections in the first section of this paper, therefore, have assumed
 
full exploitation of Jordan's water potential. 
Some water projects have,
 
of course, higher returns than others. As a means of identifying the
 
sequency in which water projects might be initiated, benefit/cost esti
mates have been made of the potential water project investments in
 
Jordan. Table 12 indicates the ratio of annual revenue to annual costs
 
of various prospective water projects, as suggestive of the priority
 
iequence in which such investments should take place.
 

Investment in water development, however, should also be compared
 
with the return on investments in other sectors. For example, scarce
 
resources might find a greater marginal return in tourism or manufac
turing. Table 13 indicates the high growth prospects for a 
reunited
 
Jordan in tourism over the next 30 years. Some schematic review of
 
investments in these and other sectors is necessary if 
a rational long
 
range investment program for Jordan is 
to be developed. A simplified
 
attempt at such a list of alternative investment outlays is indicated
 
in Table 14. This list suggests that tourism investment would yield
 

IThat is, employment for 300,000 workers between 1966 and 1980 is

equivolent to the 20,000-24,000 a year projected in Jordan's Seven Year
 
Plan.
 



Table 12 

BANKING OF RETURNS ON ALTERNATIVE WATER INVESTMENTS IN JORDAN
 

At $300 Revenue Per Acrea At $500 Revenue Per Acrea
 

Average Average Gross Ratio of
Annual Net Annual Net Annual Annual
Annual Annual Revenue Revenue Revenue 
 Revenue Revenue Gross 
 Gross
Capital 0 & M Revenue Per Acre Per 
 Per Acre Per All Annual Revenue
Annual 
 Cost Cost Per Acre Minus All 
 12 Acre Minus All 12 Acre Acreage Water to Annual
 
Capital Per e Percent Minus Waterh
Charges Totald Acre of 0 & Mg Farm Water Farm (Col 2 x Cost All Costs
Costs (Col 6 x 12)i Costsi
'Projectsb (Col 8 x 12) $500) Acreagek (Col 10 +
($ OOG) Acres ($) Revenue ($) (S) 
 ($) ($) ($) ($000) ($ 000) Col 11)
(1) (2) (3) (4) (5) (6) 
 (7) (8) (9) (10) (11) (12)
 

Ghor Safi (E Bk) 200 2,500 80 20 240 
 160 1,920 320 3,840 1,250 450
Jordan River (Both Bks) 500 8,000 63 25 223 
2.8
 

Wadi Wala (E Bk) 
162 1,944 312 3,744 4,000 1,504 2.7
1,050 7,000 150 10 270 
 120 1,440 300 3,600 3,500 1,400
Groundwater (E Bk) 200 3,500 2.5
57 30 210 153 1,836 293 3,516 1,750 725 2.4
Groundwater (W Bk) 
 200 3,000 67 30 210 143 
 1,716 283 3,396 1,500 651 2.3
Groundwater (E Highlands) 
 2,200 31,000 71 


Yarmouk River (E Bk) 
30 210 139 1,668 279 3,348 15,500 6,820 2.3
11,800 59,000 200 10 
 270 70 840 
 250 300 29,500 14,750 2.0
Wadi Mujib (E Bk) 1,100 5,000 220 10 270 
 50 600 230 276 2,500 1,350
Zerka River (E Bk) 2,200 9,000 244 10 270 

1.9
 
26 312 206 247 4,500 2,646 1.7
Small Wadis (E Bk) 3,400 10,000 340 10 270 
 -70 -840 110 
 132 5,000 3,900
Local Supplies (W Bk) 1,700 5,000 340 10 270 

1.3
 
-70 -840 110 132 2,500 1,950
Desalting Waterm 1.3
- -
 515 - - -215 
 - -15 -180 
 - - .9
 

Notes:
 
aRevenues of $300 or $500 per acre used in this table represent sales proceeds per acre. 
 No account is taken of agricultural production costs other
than for water. These would not influence the relative studing of the various p.:ojects.
 
bProvided by IECA/Engineering Section of Agency for International Development, Washington, D.C.
 
cEased on Agency for International Development studies. 
 No annual carrying cost breakdown provided. 
This is based on water generated and supply
and distribution costs, with opportunity cost of capital of 8 percent cver 50 years for supply costs and 8 percent, 20 years life for distribution costs.
dThis is total acreage each project is expected to irrigate.
 

eColu-m I + Col 2.
 

Operations and maintenance are higher on groundwater than on dams. Data on these comparisons are scarce, so estimates 
are used, based on Government

Reports.
 

Th.s figure is $300 minus Column 4 x 300. By today's standards 4j00 per acre may be low, but may prevail on some of the poorer lands.
 
_. is te S'00 earnings per acre minus Column 5.
 
iluses 50 iunums or 12.5 
acres as average size farm. 
 Larger farms may be required to make poorer lands pay.
j ej a 5'0C 
per acre yi.eld which could be the average for all these lands by completion of these projects.
yril cn iom- In Yields of $500 per acre already prelanl 
 highly fertile East Ghor project, but these yields are not expected to prevail in all newly irrigated acreage. 
This is $500 minus


Cc1~. ',i m triu (Col 4 x i500). 
1 :; . i ' rh 2 x (Cul 3 * Coi 4 x 300). 

I- t . 1,-4 r.eirm are Inrluded Ifi th. $'515 c it pr '1,'re. ThIf producen it no :ir Iv riatirn. 



Table 13 

PROJECTION OF TOURISM FOREIGN EXCHANGE EARNINGS 1970, 1975, 1980 
- JORDAN AND ISRA-L COMPARED
 
(assuming a total political settlement)
 

($ Millions) 

Growth Growth Growth Growth 
1956-66 1966-70 1970-75 c 1975-80

1959 1965 1966 % Per Yr 1970 % Per Yr % Per Yr 1975 % Per Yr 1980 

Jordana
 

Earnings 7.98 27.47 31.54 22.0 
 42.9b 8.0 10.0 69.1 10.0 111.3
 
Jordanian Spending Abroad 5.40 12.01 14.64 - 19.9 8.0 
 10.0 32.1 10.0 51.7
 
Net Tourism/Travel 2.58 15.46 16.90 33.0 23.0 
 8.0 10.0 37.0 10.0 59.6


Gain from Open Borders 
 5.0 10.0 15.0
 
Total 
 28.0 47.0 9.7 74.6
 

Israeld
 

Earnings 16.2 55.0 59.0 24.0 86.9 f
10.0 12.0 153.8 10.0 249.2
 
Israeli Spending Abroade 6.9 43.7 48.8 - - -
Net Tourism/Travel 9.3 11.3 10.3 .-.
 

Notes:
 
aistorical data, Jordan Development Board, Seven Year Plan, 1964-1970. Subsequent Jordan earnings
 

assume an agreed sharing between Jordan and Israel of the Jerusalem tourist earnings. 1966 data based on
 
USAID/Jordan message October 26, 1967.
 

bJDB, Seven Year Plan projected $74 million or 22 percent per year growth from 1965. However, war
 
and uncertainty leads us 
to reduce this, assuming West Bank occupied 1968, most of 1969. Sharing of
 
tourist earnings from Jerusalem included.
 

(Footnotes continued Page 37)
 



Footnotes to Table 13 (Continued)
 

CAssumes a peace settlement in which open tourist travel permitted across boundaries and sharing of
Jerusalem earnings. 
These growth rates may be conservative in view of past performance, but low levels
 
are partly responsible for growth rates, 1959-1966.
 

dHistorical data, Bank of Israel Annual Reports, 1963, 1966.
 

eRise in Israeli spending abroad in 1965 and 1966 partly due to Cyprus conflict, diverting Israelis
to more distant places. 
These w!ll no doubt continue.
 

fReduced growth due to uncertainties during 1967, 1968, 1969. 
Bank Leumi had forecast of 15 percent

rate.
 



-38-


Table 	14
 

RATIO OF ANNUAL EARNINGS TO ANNUAL COST OFa
 
SELECTFD ALTERNATIVE INVESTMENTS IN JORDAN
 

Annual Capital Ratio of Annual 
Annual and Operation Revenue to Annual 
Gross and Maintenance Cost, Capital and 
Revenue Costs Operation and Main- b 

....... _($ 
 000) ($ 000) tenance (Col 1 t Col 2) 

c
 
1. 	Tourism


A. 	Medium estimated
 
revenue, capital
 
costs 10%, 40
 
Years Life 354,000 50,000 7.0
 

B. 	Medium revenue,
 
capital costs
 
12%, 30 Years
 
Life 354,000 54,000 6.6
 

C. 	Low estimate
 
revenue estimate,
 
capltal costs at
 
12%, 50 Years
 
Life 148,000 36,000 4.1
 

2. 	Illustrativereturns (due to education)
 
from employment per 100 men:
 

A. 	In Kuwait
 
Cost @ 10%, d
 
30 Yrs 400 168.0
 

Repercussions
 
factor 2 800 f 
 4.8
 

B. 	In Jordan
 
Cost @ 10%,
 
30 Yrs 200 168.0
 

Repercussions
 

factor 2 400 f 
 2.4
 

3. 	Ranking water, mineral returnsg
 

A. 	Ghor Safi (E Bk)l,250 450 2.8
 



-39-


Table 	14 (Continued)
 

Annual Capital Ratio of Annual
 
Annual and Operation Revenue to Annual
 
Gross and Maintenance Cost, Capital and
 
Revenue Costs Operation and Main
($000) ($ 000) tenance (Col 1 t Col 2)b
 

B. 	Jordan River
 
(Both Bks) 4,000 1,504 2.7
 

C. 	Wadi Wala
 
(E Bk) 3,500 1,400 2.5
 

D. 	Groundwater
 
(EBk) 1,750 725 2.4
 

E. 	Groundwater
 
(W Bk) 1,500 651 2.3
 

F. 	Groundwater
 
(East High
lands 15,500 6,820 2.3
 

G. Phosphateh 10,400 5,200 	 2.0
 

H. 	Yarmouk River
 
(E Bk) 29,500 14,750 2.0
 

I. Wadi Mujib

(EBk) 2,500 1,350 	 1.9 

J. Zerka River
 

(E Bk) 4,500 2,646 	 1.7
 

K. Potash 16,500 10,500 
 1.6
 

L. Small Wadis
 
(E Bk) 5,000 3,900 	 1.3
 

M. 	Local supplies
 
(W Bk) 2,500 1,950 1.3
 

N. (Desalting
 
Jordan Water
 
Per Acre, High
 
Yields)i 500 
 515 (per acre) .9
 

0. 	(Desalting, Low
 
Yields) 300 515 (per acre) .6
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Footnotes to Table 14
 

Notes:
 
aThese are rough estimates based on the incomplete data available,
 

but they seem to coincide with what one would conceptualize about these

alternatives. 
 The rate of retunt on Jordan hotels, for example, is about

20 percent, and on education leading to a Kuwaiti job about 18 percent.

The returns on water investments 
are bound to be less than these rates.
 
Adding the necessary refinements to these data (particularly production

costs) will change some of the magnitudes and ranking of particular projects, but we would not expect these schematic arrangements of the sector
 
priorities to change.
 

boperating costs (production costs) other than for operation and
 

maintenance of capital.
 

CSource: 
 Buttelle Memorial Institute,
 
The 0 & M costs represent an average spread over different types of
 
facilities as well as a pro rata proportion of the commodity returns
 
on retail outlets which benefit from tourist trade. 
 The facilities
 
other than hotels are restaurants, roads, publicity agencies, airport

maintenance, travel agencies, tourist police, shops, etc. 
The Battelle
 
Memorial Institute Report on Jordan Tourism calculates that for every

$28 spent per day per tourist, $16-$20 represents the cost per day of all

the facilities need to accommodate each tourist. 
We will assume the cost
 
to be $18 per tourist per day. This produces a ratio of revenue per

tourist per day over cost per tourist per day of 1.6 to 1. However,

difficulties in applying production costs 
to all of these alternatives
 
have led us 
to omit them, dealing only with capital and 0 & M costs.
 
On this basis, if we assume tourist facility production costs average

out at approximately 50 percent of gross revenues 
(a level indicated
 
by some sources), this would reduce costs per tourist per day by about
 
$14, leaving a ratio of revenues to capital and 0 & M cost per tourist
 
per day of 7.0 to 1. 
The Battelle Report makes three estimates of the
 
level of anticipated tourist expenditures which can be achieved ultimate
ly (1986) by Jordan. These range from $502 million a year to $148

million a year, with a median (and Battelle's preferred) estimate of
 
$354 million. If we assume Battelle's preferred estimate of tourist

earnings and apply the 7 to 1 ratio, the annual capital and 0 & M costs
 
would be about $50 million, of which about one-half would represent

the carrying costs of the capital investment (the opportunity cost of
 
capital in Jordan is no doubt at least 10 percent and is spread over
 
the life of the facility, assumed to be 40 years). 
 The total invest
ment necessary to accommodate this assumed level of tourist earnings is
 
expected by the Battelle Report to total $235 million. 
Using a rate of
 
12 percent over 30 years on the opportunity cost of capital instead of
 
10 percent 
over 40 years would produce a ratio of annual revenue to
 
annual cost of about 6.6 to 1 (l.B. in the table).
 

Even assuming that for the total investment of $235 million we
 
could expect only the minimum tourist spending indicated in the
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Footnotes to Table 14 (Continued)
 

Battelle Report and a 12 percent cost of capital over 50 years, with
 
0 & M double the annual carrying cost of capital, the ratio of annual
 
revenue over annual cost over the estimate life of the facilities would
 
be higher than on any of the watc- projects (l.C. in the table). (Data

from Battelle Memorial Institute, "Jordan Airports Feasibility Study,"

July 1967, especially IX-15, 16, 17.) This is another way of saying that
 
the 20 percent estimated return on investment in, for example, Jordan
 
hotels, and the 18 percent return on education of Jordanians leading
 
to a job in Kuwait which returns remittances cannot be matched by in
vestments in water development. 
This does not suggest that investment
 
in water projects must not proceed, but that a better appreciation of
 
their alternative costs is useful.
 

dSalary per hundred men. With a total four year cost per men of
 
$16,000 the Kuwait salary produces an 18 percent gross rate of return
 
(an increase in income of $3,000 over an income in Jordan without a
 
college degree, but with secondary schooling, assuming an average of
 
rising income to be expected over the period to $4,000 a year in Jordan),
 
as 
compared with the 10-11 percent calculated for education in the United
 
States (Theodore W. Schultz, The Economic Value of Education, Columbia
 
University Press, New York, 1963; quoted in J. Hanson and Brembeck,

Education and the Development of Nations, Holt, Rinehart, Winston,

New York, 1966, p. 135. 
 Also a rate referred to by F. Harbison and
 
Meyers in Education, Manpower and Economic Growth, McGraw Hill, New
 
York, p. 9). Considering the fact that Kuwait's per capita income is
 
roughly equivalent to 
the U.S. per capita and that the scarcity effects
 
on teacher demand, costs of education, income forgone, and real pur
chasing power are commensurately adjusted, this rate of return is not
 
surprising. These calculations ignore other costs incidental to ob
taining and maintaining a job outside the country (travel, higher re
lative living costs, etc.), just as other alternatives in this list
 
ignore some other costs. This ranking requires refinement, but is sug
gestive of the probable priority ordering of investment alternatives.
 

eCost per year over 30 year working life. Assumes a cost of $4,000
 
a year for each of 100 Jordanians, including income forgone each year

for four years while getting a BA degree, total cost of $1,600,000 @

10 percent for 30 years. A sutdy undertaken by AID's Education Division

(Bureau for Near East, South Asia), November 1967, supports these esti
mates. 
 The program there for developing the potential in Jordan educa
tion assumes an investment of $72 million. 
The annual cost of this
 
input @ 10 percent for 30 years would be about $7 million. To get a
 
5/1 ratio on gross Kuwaiti earnings per year would take about 8,750

Jordanians. 
 The 1961 census estimated that over 60,000 Jordanians were
 
working abroad. 
By now this figure is probably higher, conceivably by

12 percent 
or more. If this figure is 75,000, the 8,750 required to 
meet the earnings level to produce the 5/1 ratio would represent roughly 
a 12 percent increase in workers abroad earning an income at the Kuwaiti 
level (not necessarily in Kuait). 
Thus, a 20 percent increase in 
Jordanian workers abroad is not beyond reach by 1975. 
 Not all Jordanians
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need to go abroad to produce a return on the investment of $72 million
 
in Jordanian educational infrastructure, but it would take more Jordanians
 
working in Jordan to produce the same yield, as 
their marginal produc
tivity is lower than when they go abroad to work. 
One could assume
 
that although not all the income earned abroad is returned to Jordan,

the advantages that accrue to Jordan by reducing unemployment and by a
 
higher net gain in receiving a more scarce form of currency (foreign

exchange) make up for the portion of his income the Jordanian worker
 
spends abroad. These are conjectures at this point, but point to direct
 
orientation of education investment toward end results that 
can produce
 
higher returns.
 

fit is common knowledge that education has contributed significantly

to economic growth. The increase in phisical capital per worker accounts
 
for "only a rather small percentage of the increased output per man"
 
(R. Gill, Economic Development: Past and Present, Prentice Hall, 1963,
 
p. 74). Technological change contributes significantly more. This is
 
to a large degree the contribution of education. Schultz (see note d)

refers to studies that attribuLe 21 percent of U.S. growth between 1929
 
and 1957 to education. This "repercussions factor" is the term I have

used to reflect the multiplier or secondary effects of educaLion on the
 
Jordan economy. There is no way to attribute this effect precisely to 
individual incomes, but the effect is certainly there and is probably
 
no less than twice the initial income effect. The factor of 2 applied

to the Kuwaiti income also reflects the relative importance of foreign

exchange to Jordan. The education a teacher receives also has 
a higher

secondary effect because of the number of students influenced over the
 
period we are dealing with, whereas an engineer, for example, may affect
 
only his particular enterprise. An estimate of the return to Jordan's
 
education investment over the pass decade has yet to be made, but the
 
budget allocated about $100 million to the Education Ministry and private

investment must add considerably to this.
 

gsee Tables 12 and 18 and footnotes for origin of these numbers.
 

hhis over-simplifies by using one-half the investment of $103 
million called for in the potash plant (AID Potash Loan Paper, May 24,
1967), since phosphate operations are already functioning. Present plans
call for a 2 million ton output, but both marketing and transportation
constraints remain to be worked out (the desert road is inadequate to
 
handle 2 million tons).
 

iAccording to AID reports, a desalination plant would produce 118
 
million cubic meters of water a year covering 39,000 acres (2.45 acre
 
feet per acre) at 
a cost of 17 cents per cubic meter, or $20 million.
 
This is equivalent to $515 an acre for the capital and 0 & I cost of
 
the water alone. Set against a $500 per acre yield which might be
 
assumed for Jordan higher value crops, this would still produce a nega
tive return of $15 per acre, excluding production costs. If we assume
 
production costs of 20 percent of the gross 
revenue per acre (a ratio
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Footnotes to Table 14 (Continued)
 

regarded as appropriate for Jordan in 
a number of studies), this would

add another $100 per acre in costs. 
 This would make the total loss
about $115 per acre. 
 This estimate of the negative return on desalination,

arrived at independently with tentative estimates of costs and yields,

compares with estimates of the subsidy an Israel desalting plant would

require made by other experts, although both Israeli yields and at least

the 0 & M costs would probably be higher. A $615 0 & M and production

costs per acre, set against a $500 per acre gross earnings, produces
a gross loss on the 39,000 acres presumed to be irrigated by the plant

of about $4.5 million. 
One report refers to a $52 million subsidy re
quired for the plant, which at 10 percent over the life of the plant

(say 50 years) is about $4.9 million, or if at 8 percent, 30 years is
$4.6 million. Obviously, at $300 per acre gross yield, the losses
 
would be larger by 7.8 million.
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the highest return among these alternatives. Next comes investment
 
in education, which enables young Jordanians to seek jobs inrich neigh
boring states or in Europe. This substantially raises their salaries,
 
much of which they send home. As more educated Jordanians become avail
able than needed, this is not a brain drain in the usual sense.1 
 Finally,
 
investment inwater development produces varied returns, depending on
 
the cost and return assumptions of Table 6. The relative returns on
 
investment in mineral development - phosphate and potash - is also
 
assessed and found to rank lower than tourism, education and ground
water development. The list is not exhaustive but indicates the current
 
priority of development sectors in Jordan. 
The order of priority would
 
presumably change over time. Conceivably desalination schemes involving
 
energy centers and industrial islands (petrochemicals, fertilizer plants,
 
etc.) might become more economical after 1980, but that remains to be
 

seen.
 

To summarize,, the principal areas of most effective investment
 
for indigenous and foreign resources in Jordan under the assumption of
 
an optimum Jordan-Israel settlement, in order of priority established
 

by the ratio of revenue to costs, would be:
 

(1) in developing accommodations and measures for
 
attracting tourists,
 

(2) in supporting manpower planning for vocational
 
and higher education programs which increase
 
productivity of labor and help generate remit
tance earnings from regional or more distant
 
employment, or improve the capabilities and
 
acceptance of people for resettlement,
 

(3) in supporting projects designed to increase
 
earnings and employment from agriculture and
 
mineral resources, such as water and land
 
development and export of potash and phos
phate, and
 

1See OECD Study, Immigrant Workers Returning to Their Home Country,

especially Parts II, III, Paris, 1967.
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(4) in addition to these investment programs
 
economic gains could be achieved, if the
 
political situation permitted, through

easing border restrictions between Jordan
 
and Israel, possibly with a free corridor
 
to an access port for Jordan on the Medi
terranean, in order to promote gains from
 
regional trade.
 

Success in the above areas could help Jordan become self-sustaining
 
within a reasonable time span and promote economically rewarding rela
tionships between Jordan and Israel, while helping to provide employ
ment for refugees more rapidly than in the past. Tourism earnings
 
over costs and investment in education which leads to employment abroad
 
show higher economic returns than any water investment, but the latter
 
are essential to agricultural development. The economic feasibility of
 
water projects indicates that investment in low capital intensive sur
face and groundwater will provide the highest positive return, while
 
development of water resources requiring expensive dams relative to
 
the arable acreage likely to be irrigated will bring lower returns.
 

Any of the measures for developing additional water for Jordan
 
would cost much less per acre foot of water than any type of desali
nation facility now contemplated. A plant in Jordan for desalting
 
certain brackish waters would bring negative returns even if one assumes
 
annual crop yields higher than those now typical of most irrigated
 
acreage in Jordan. The major economic difficulty with proposed nuclear
 
desalination "energy centers" is their high costs, as well as the dif
ficulty of promoting adequate demand for the power and the other products
 
such complexes must sell in order to justify their size economically.
 
Use of fossil fuels in Middle East desalination complexes would reduce
 
the cost but assuring adequate demand across political boundaries for
 
power and the products will remain an important deterrent in the im
mediate future. 
 It appears that desalination of Mediterranean or other
 
Middle East waters as a means of developing complex energy sources will
 
not be economically feasible for some years.
 

1Cf. Clawson et al., Report, also refer to high cost desalination.
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The Tourist Potential
 

Jordan's gross annual earnings from tourism rose from about $9
 
million in 1960 to over $31 million in 1966. The increase in Israel
 
over the same period was from $27'million in.1960 to nearly $60 million
 
in 1966. 
 For Joidan, gross tourist earnings in 1966 represented near
ly one-third of its foreign exchange earnings from goods and services;
 
for Israel it represented about 7 percent. The disparity in degree
 
of dependence is even wider on net tourist/travel earnings (19 percent
 
as compared with I percent of current account earnings). Jordan's net
 
tourism/travel earnings actually exceeded Israel's in the two years
 
prior to the 10 57 conflict.
 

Therefore, the matter of access to tourism earnings will probably
 
be a most vital economic factor for Jordan in any political settlement.
 
Israel's tourism earnings would almost certainly increase with or without
 
a political settlement, but Jordan's can be of renewed major significance
 
only with a settlement of the Middle East political problem.
 

A number of situations could materialize out of the present situation.
 
Among these are (1)a settlement that returns the West Bank to Jordan,
 
but not Jerusalem, no sharing arrangement on tourism, but an open border
 
policy; (2)a settlement in which the West Bank is returned to Jordan
 
and that permits Jordan to earn annual tourist income from Jerusalem
 
approximately equal to its pre-June war share, but with no open border
 
policy; (3)a settlement where the West Bank is returned, Jordan shares
 
in Jerusalem generated income and there is 
an open border policy; and
 
finally (4)no settlement, where Jordan does not get back the West
 
Bank, has no share in Jerusalem earnings, but earns some tourism foreign
 
exchange from East Bank antiquity sites.
 

Jordan's non-Jerusalem tourism earned roughly $15 million or 50
 
percent of its total tourism earnings in the pre-conflict year 1966.
 
We assume that with an open border policy by 1975 the non-Jerusalem
 
level would again reach $15 million plus another 10 percent spillover
 
from Israel's $150 million gross level, making $30 million in all.
 
This figure could be higher, but until animosities and tensions sub
side and attitudes change, Jewish tourists may not feel comfortable
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traveling far into Jordan for some time. Under assumption (1), there
fore, total net Jordanian tourism earnings might not reach the most
 

optimistic targets.
 

Under assumption (2), however, Jordan's 1975 earnings from Jerusalem
 
tourism might well reach $20 million a year. At the same time, tourists
 
would be allowed to pass from Jerusalem into Jordan only under the 
rules that prevailed before the June conflict, but other tourists 
would enter Jordan directly through the Jerusalem Airport or by ar
riving via Beirut, Damascus, Cairo, etc. Based on past experience,
 

another $5-$10 million could be added to Jordan tourism exchange
 
earnings in this way. Altogether a total earnings figure of perhaps 
$30 million for Jordan by 1975 is possible under this assumption. 

Under (3), the most optimistic assumption (reflected in Table 13),
 
a political settlement would allow for a sharing of Jerusalem earnings
 
of up to $30 million by 1975, while another $30-$40 million is possible
 
from non-Jerusalem tourist travel on West and East Bank Jordan, based 
on past trends. As a result of an open border policy and improvement
 

in attitudes to allow Jewish tourist travel, Jordan could also get a
 
$20-$25 million share in Israel's estimated 1975 gross tourism earnings
 

of $150 million. This arrangement could produce gross earnings for
 
Jordan of up to about $70 million by 1975 and even with reasonable
 
growth up to over $100 million by 1980. Net travel earnings would be
 

about $50 million to $75 million respectively.
 

With no peace settlement (4), Jordan would be deprived of the 
West Bank and Jerusalem earnings, but could conceivably attract about 
10% of the gross tourist income potential -- or about $10 million for 
East Bank tourist travel.
 

Under assumptions (1) through (4)the range of potential gross
 

tourism earnings for Jordan is therefore from $10 million with no
 
settlement to $70 million with a settlement in which Jordan shares
 
earnings from Jerusalem, and with the help of open borders and soften

ing attitudes, earns revenues from both Arab and Jewish travel.
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In sum, with Jordanians traveling abroad the net tourism gains
 
to Jordan under an optimistic assumption of a peace settlement would
 
reach nearly $50 million by 1975 and, $80 million by 1980. This is
 
roughly equivalent to a projection of 10 percent a year growth rate
 
for tourism earnings, about half the 1959-1966 rate, applied to past
 
Jordanian earnings, plus a conservative $10 million earnings slice of
 
Israel's tourism business (Table 13). These earnings would still re
present about one-third of the total foreign exchange earnings.
 

These growth projections for tourism are highly conservative in
 
comparison with the estimates made for Jordan by the Battelle Memorail
 
Institute in their AID-financed Report on tourism, Jordon Airports'
 
Feasibility for Accomodity, July 1967. In that study a median gross
 
tourist expenditure estimate of air travelers alone (normally about
 
60 percent of all tourist visitors to Jordan) was projected to reach
 
about $70 million by 1975 and $355 million by 1985.1 The tourist
 
industry capital investment called for in the Battelle Report totals
 
$235 million over the 1968-1975 period, covering airports, hotels, and
 
other facilities. Even assuming the minimum gross tourism expenditure
 
that the Battelle Report uses ($148 million for 1975) the annual reve
nue/annual capital and 0 & M cost ratio (assuming 12 percent annual
 
cost of capital, and 50 years life of the capital investments) would
 
be about 4 to 1, still well above returns to be expected on any of the
 
water investments (Table 8). At an 8 percent cost of capital the rate
 
sometimes used for desalination plants for the area, the ratio of re
venues to annual capital and from both tourism and education tied to
 
remittance generation would be higher.
 

A peace settlement between Israel and Jordan, and even more so,
 
a broader Arab-Israeli settlement, might permit these very significant
 
potentials in tourism income to be developed from a commitment of in

vestment funds and cooperation in this sector.
 

1Battelle Memorial Institute, Research Report: "Jordan Airports

Feasibility Sutdy," July 1967, IX-15. The higher estimates in this
 
report are unrealistic, but the minimum gross return is possible.
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On the other hand, the absence of political settlement will de
prive Jordan of West Bank tourism earnings and will reduce earnings to
 
East Bank tourism, which could conceivably, as an upper limit, reach
 
only about $10 million by 1975, or 10 percent of the gross tourist
 
income potential that a settlement might bring.
 

EDUCATION OR MANPOWER PLANNING FOR HIGHER INCOMES
 

Although emphasis is frequently planned on water development and
 
tourism, Jordan's largest single source of non-aid foreign exchange
 
earning was from remittance of Jordanian professionals, teachers,
 
technicians, and other workmen working abroad. 
In 1965, such remittance
 
earnings were nearly double net tourism earnings to Jordan. This is
 
partly because Jordanian workers employed in the many foreign countries
 
tend to be well educated (teachers, officials, other professionals,
 
skilled and semi-skilled workers) and therefore relatively well paid.
 
Although we have projected a modest growth for remittances, the poten
tial here is probably nearly equal, and could, depending on efforts to
 
exploit it, exceed the potential in tourism. What this means is that
 
investment in educating, training, seeking jobs for, and even trans
porting Jordanian workers might bring returns to both families and to
 
Jordan as a whole that could have a more significant income and employ
ment impact than investment in mineral or water development. It is
 
conceivable that effective training programs and measures for helping
 
Jordanians who wish to find jobs in Europe or elsewhere can bring a
 
sharp increase in remittances to Jordan, while significantly amelio
rating the unemployment or underemployment problem.
 

These workers obtain much higher salaries in the affluent Arab
 
states than in Jordan. For example, the salaries obtained by Jordanian
 
teachers in Kuwait are about double the salaries they receive in Jordan.
 
Without a bachelors degree, Jordanians would receive incomes at home
 
of less than one-half the salary scale of non-degree holders and less
 
than 25 percent of a Kuwait salary they could earn with a BA. 
Still,
 
a secondary school education opens up additional opportunities both at
 
home and abroad. They also could be assisted in obtaining higher paying
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jobs in Western countries. 
 Not all income earned abroad is returned
 

to Jordan, however, and some allowance has to be made for those who re

settle abroad with their families, thereby terminating some remittance
 

flows. Still, the remittance figure will grow even if half the income
 
of those abroad is sent home, while filling the job abroad reduces the
 

unemployment or underemployment pressure on the Jordan economy. This
 

is also foreign currency earning, which may have higher marginal value
 
to Jordan, in terms of self-sustainment, than some internal investments
 

which directly or indirectly generate import demand without having
 

export earning capacity. If the Jordanians working abroad are made up
 

of unskilled, semi-skilled, and professionals, the teacher salary scale
 

may be close to the average of all Jordanian workers abroad, which broadens
 

the implications of the specific category of workers used here. 
 The
 
Kuwaiti and other Middle East markets for Jordanians is by no means
 

unlimited.
 

This effort would merely be a continuation and extension of a
 
process that has been going on 
for some time in the area. It recog

nizes that education and training of workers in the 
area broadens their
 

options, so that whether they remain to work at home or seek work abroad,
 

their higher productivity will benefit themselves as well as their home
 

economy. This argues for a more pragmatic educational system than has
 

prevailed in nearly all but the vocational schools in Jordan.
 

The encouragement to work or availability of jobs abroad need not
 
act as a serious drain of professional or skilled workers for the local
 

economy. Observation of past experience seems to indicate that 
(1)
 

the economy has benefited greatly from Jordanians who worked abroad for
 

some years and then returned to their mother country with their improved
 
productivity learned abroad, (2) there is an abundant supply of train

able manpower in Jordan, and (3) remittance earnings have been invested
 

IEducating 100 Jordanians (say at the American University of Beirut)
 
at a cost of $4,000 a year could produce returns equivalent to those on
 
tourism, depending on the carrying cost of capital assumed. 
To raise
 
Jordan University outside Amman to an adequate academic level would 
cost more. The tourism -- remittance comparison is in Table 14 items 
1 (A, B, C) and 2(A). 
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in the industries and enterprises of many sectors of the Jordan economy,
 
creating additional job opportunities for others and a system of on
 
the job training for workers at all levels of skill as well as 
for
 

professional and managerial personnel.
 

As for settlement or employment opportunities outside of the Middle
 
East (based on recent patterns of migration), the opportunities in
 
Europe found by other nationalities are theoretically available as well
 
to Arabs who meet the requirements. According to OECD Reports, the
 
demand is great. I It would be more feasible to move workers rather
 
than families for permanent resettlement, as Turkey's $100-$125 million
 
current earnings from workers, remittance suggests. Germany might be
 
persuaded to include the Arab refugees in its search for foreign workers.
 

These comparisons are approximations, but they indicate the 
sev
eral advantages derived from effective education which broaden the job
 

horizons for workers in the area.
 

WATER DEVELOPMENT AND AGRICULTURE
 

With a Political Settlement. 
 With or without a peace settlement,
 
agriculture would probably need to be developed to its full economic
 
potential. 
 Jordan has the technical capability for proceeding with
 
low capital cost surface or groundwater development, as this appears
 
to be the most profitable area for water investment (Table 14). 
 With
 
a political settlement, either Jordan, other Arab countries, or a con
sortium of donors might be prepared to invest additional resources in
 
developing Ghor Safi, Jordan River, groundwater, and other potentially
 
fruitful water-agriculture areas. 
 One report from the Agency for
 
International Development indicates that with a total capital expen
diture of $233 million 143,000 additional acres could be brought under
 
cultivation, but not with uniformly profitable returns. 
 The highest
 
priority is in promoting the rapid development of the low capital in
tensity surface or groundwater resources noted in Table 12. 
 Invest
ment in more expensive irrigation works to bring water to the land will
 

iSee Appendix.
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require higher value per acre cropping patterns and better practices
 

than are now average in Jordan.
 

Assuming that the numerous technical and economic problems can
 

be worked out, and that most of the proposed projects and related out

puts will become a reality in the next 10-15 years, the foreign exchange
 

earnings from agricultural output could reach $30 million by 1975 and
 

$45 million by 1980, a 2.5 to 4 fold increase over the 1966 level, with
 

a commensurate increase in the value added b3 the agricultural sector
 

to the Jordan economy. Such a broad program for water development would
 

require coordinated planning, particularly as higher cost water projects
 

are developed, since high value cropping patterns, improved techniques
 

and assured marketing of the higher yields would be essential to the
 

success of these efforts. No attempt has been made to calculate differ

ences of the return per unit of water use in specific crops or to project
 

earnings from individual crop output levels prevailing in Jordan prior
 

to the conflict. The aggregate value projections derived here are con

sistent with UN crop acreage and production projections. Some idea of
 

the relative importance of crops is reflected in the balance of payments.
 

Although earnings from export of tomatoes exceeds all others, per acre
 

earnings on citrus, bananas, and other fruits are considerably higher
 

than per acre earnings on vegetables, and per acre earnings on grains
 

(wheat, barley) have been less than 10 percent of those on fruits and
 

would appear to be too low to support the supply, distribution, and
 

maintenance costs of some of the more expensive irrigation works, except
 

in a system of rotation.
 

These wide variations in crop yields cannot be neglected in im

plementing capital water projects where such differences can mean the
 

difference between a liability or a profit to the economy. Some high
 

gross yield crops are lower net yield crops because they require more
 

water, fertilizer, or other inputs, or because they are a biennial
 

rather that, annual or semiannual ciop. Taking recent data on net per
 

dunum yields and projecting each Jordan crop into a 12-acre typical
 

farm shows that tomato income per farm could be 5.5 times that of wheat,
 

2.7 times that of eggplant, about 1.4 times mole than bananas or citrus,
 

and so forth (Table 15). Gross income on citrus and bananas is higher,
 



Table 15 

RECENT PJATA ON YIELDS PER UNIT OF LAND AND PER FARM, JORDAN, 1964/65
 

Percent of Net Incomn Net Income 
 Net Income Net Income Net Income
 
Area Planteda Per Dunum Per Acre Per Acre 
 Per Farmc Per FarmC 

(JD) (JD) ($) (JD) ($) 
Tomatoes 20.4 23.9 
 95.6 267.7 1147.0 3211.6
Wheat 
 16.7 
 4.4 17.6 49.3 211.2 591.4
Bananas 10.5 17.7 
 70.8 198.2 849.6 2378.9
Potatoes 
 8.9 11.5 
 46.0 128.8 
 552.0 1545.6
Citrus 
 8.6 20.0 80.0 
 224.0 960.0 2688.0
Eggplant 6.0 8.6 
 34.4 96.3 
 309.6 866.9
Cauliflower 
 5.9 
 8.5 34.0 95.2 
 408.0 1142.4
Cucumber 
 4.3 
 6.7 26.8 
 75.0 321.6 900.5
Marrow 
 3.7 5.6 
 22.4 62.7 
 268.8 752.6
Corn 
 3.7 16.6 66.4 185.9 
 796.8 2231.0
Broadbeans 
 2.9 1.2 4.8 
 13.4 57.6 
 161.3
Watermelon 
 1.9 9.5 
 38.0 106.4 456.0 1276.8
Lettuce 
 1.7 10.6 42.4 118.7 508.8 1424.6
Sesame 1.7 1.6 
 6.4 17.9 76.8 
 215.0
Cabbage 1.6 6.0 
 24.0 67.2 288.0 806.4
Green Pepper 
 .7 4.1 16.4 45.9 196.8 551.0
Green Onion 
 .5 6.9 27.6 77.3 331.2 927.4
Jews Mellow 
 .2 67.3 269.2 753.8 
 3230 .4d 9045.1
Peas 
 .1 
 27.5 110.0 308.0 1320.0 3696.0
 

TOTAL 100.0
 



Footnotes to Table 15
 

Notes: 

aTotal area studies 2,003 dunums or 501 acres. 

bJD - $2.80. 

If it is assumed farms are 12 acres and are all planted with this crop. 
The above source report
calculates the total expenses per dunum (roughly 4 dunum per acre) to obtain the yields indicated in
 
this Table.
 

dJews Mallow is an herb, probably with a limited market, but obviously there is incentive to produce

considerably more.
 

Source: 
USAID/ Jordan, "Agricultural Production and Income" (In the East Ghor Project: Pre and Post Canal), .-U 

August 1967,p. 19.
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but the cost of inputs to these crops reduces their net return. The
 
marketing problems implied in these larger yields would require con

siderable attention.
 

The manpower and population absorption potential of the newly
 
irrigated lands could reach from 25,000-30,000 workers and about 40,000
50,000 other family members, based on an assumption of total optimum
 
development of all of these project lands (assuming 125,000 acres of
 
the total new irrigated lands, 12-acre farms with 5 member families
 
including 2 workers per farm). Net absorbtion on lands already occupied
 
may attain less than half the above figures. A 30 dunum minimum size
 
farm was used by A. Watson, East Jordan Valley: A Social and Economic
 
Survey, 1961, for the East Ghor area. 
Our report assumes a 12 acre
 
farm. This size farm is about standard for Jordan which averages 60
 
dunum or 15 acres per farm. An UNRWA study (Jordan Valley Agricultural
 
Economic Survey, mimeographed, Amman, 1953) used 68 dunum or 17 acres
 
as the average Jordan farm size. These differences would affect yield
 
per farm significantly. Most of the newly irrigated lands are in
habited and utilized prior to any improvements, so that in fact these
 
labor absorption figures may be high, despite the displacement from
 
arable use of an assumed 18,000 acres out of the total 143,000 acres
 
for irrigation works, roads, housing, sheds, etc. 
This level would
 
not be reached for some years, possibly 15 at best, and no doubt re
present an outside maximum to be expected. This figure is consistent
 
with growth in the agricultural labor force resulting from the value
 
added increase in this sector (Table 9) and a projecting of the 196
 
sector shares in the labor force (Table 16, 17). In view of the likely
 
changes in sector labor force percentages, these must remain as rough
 
orders of magnitude checks.
 

With No Political Settlement. In the absence of a peach settlement
 
it is possible that the entire West Bank of Jordan would remain in
 
Israeli control. The resultant loss of most of Jordan's tourist earnings
 
would make it imperative for the East Bank to develop, where economical,
 
all of its available mineral, water, and other resources. Many of the
 
water resources remaining to be developed in Jordan are located on the
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Table 16 

ESTIMATES OF MEN EMPLOYED ACCORDING TO ECONOMIC
 
SECTOR AND PROVINCE, JORDAN, 1961
 

(Percentages of all the men employed in the province)
 

Total of Total of
Branch Shehem Jerusalem 
Hebron West Bank Amman Jordana
 

Total 100.0 100.0 100.0 100.0 
 100.0 100.0
 
Agriculture 46.4 26.0 37.1
44.0 14.0 33.0
 
Industryb 10.0 11.7 
 11.5 11.6 14.0 12.0
 
Building 7.6 i4.8 10.6 10.4 12.2 11.0
 
Electricity and water 0.3 0.5 0.4
0.2 0.7 0.4
 
Trade (wholesale, retail) 9.1 
 8.3 8.6 8.2 10.2 8.4
 
Communications 
 2.4 3.0 2.4 2.5 4.1 3.2
 
Services 11.3 15.3 11.1 14.6 
 15.1 13.5
 
Unspecified 12.9 20.4 15.2
11.6 29.7 18.5
 

Notes:
 
aThe labor force of Jordan was estimated in the 
source survey at 390,000,


of which 7 percent was unemployed. These ratios have undoubtedly changed

since 1961. 
 Recent data of this kind are not available.
 

bIncludes mining.
 

Source:
 
Population and Housing Census, Jordan 1961.
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Table 17
 

PROJECTION OF JORDAN MANUFACTURING AND MINING IN 1970, 1975
 

% Growth % Growth 
Per Year Per Year 

1959 1965 1959-65 1970 1975 1970- 75a 

1. Manufacturing 

($millions) 14.2 36.3 17.0 28.0 38.7 6.6 
2. Mining ($ millions) 

Phosphate 3.2 9.1 19.6b 27 5 -
PotashMarble 0 

- 0
.05 0

.2 2.5d
.5 -

-

3. Total Employment 
Added - - - 5,950e -

Total manufacuring, 
mining 
($millions) 17.4 45.4 17.2 64.0 69.2 

Notes:
 
aJDB, Seven Year Plan projected a 15 percent per year gorwth, but
 

disruptions and setbacks due to the war and split of the economy drasti
cally reduced activity in 1967 and 1968. With return of West Bank to
 
Jordan and more Israel-Jordan trade, growth between 1970-1975 should
 
resume, but at a lower rate.
 

bJDB, Seven Year Plan 1964-1970. With new deposits at Al Hasa
 
this seems possible.
 

CDerived from Mission estimate of $28 million for 1977. 
All Phos
phate is on the East Bank and is shipped through Aqaba and would be 
whether Jordan had Mediterranean access or not.
 

dThe Ghor Safi Potash facility is estimated to produce $25 million
 
in earnings for Jordan eventually. The production of potash is not likely

to proceed before 1973 or 1974. 
 This seems a reasonable estimate of value
 
added, but by 2000 could reach $35 million.
 

eUsing growth from 1970 of 2.5 percent p.a. as compared to 2.9
 
percent used by JDB for 1965-70 period Seven Year Plan. 
 The additional
 
employment from phosphate and potash would probably not exceed 200.
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East Bank. The potential from irrigating new lands and from improve
ment in dry land farming could, with optimum assumptions on yields,
 
provide work for 10,000-15,000 individuals, who with their other family
 
members would thus institute to a total of 35,000 additional persons,
 
with multiplier effects on other sectors of the economy resulting from
 
developing these and other resources 
(mainly potash and phosphate),
 
these activities combined with investment in other sectors (Table 14)
 
could help significantly in ameliorating the refugee unemp'oyment
 
problem. This, however, will also take possible at least a 
decade
 
to bring to fruition. Meanwhile, both the East Bank government budget
 
and balance of payments would suffer from large deficits which, once
 
reserves were drawn down, would have to be financed from new external
 
sources of assistance. If the Khartoum Arab Summit payments of $112
 
million are omitted, and there is no guarantee that they will continue
 
to be paid, Jordan would then face its large deficits wlth only its
 
reserves to draw on. With Jordan's reserves of about $270 million
 
(June 1969), a ratio of reserves to imports (1.5 years) seldom reached
 
by developed or underdeveloped economies, the East Bank economy could
 
function for some time, but chronic deficits would remain, though un
doubtedly at less than the 1969 level. 
Only full development of the
 
potentials in agriculture, education leading to broader employment
 
horizons, potash, phosphate, and what remains of tourist attractions
 
could bring economic independence for the East Bank ultimately within
 
focus, but probably at a lower per capita income than the $240-$250 per
 
capita level now prevailing. The alternative to a strong development
 
effort on the East Bank would be a continued large refugee relief
 
program and a reduced overall standard of living, commensurate with
 
a relatively stagnant, largely agricultural state for the citizens of
 
the East Bank. This could hasten the emigration of these seeking better
 
opportunities, as the economy gradually settled into some semblance
 
of the Transjordan of pre-1948, though considerably more advanced and
 
assisted by some trade and tourism.
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MINERAL AND MANUFACTURING DEVELOPMENT 

Whether or not there is a political settlement, Jordan's potash
 

and phosphate resources ccn be exploited. The potash facility could
 

yield an estimated $5 million in foreign exchange by 1975 (Table 17),
 

but at its full output the potential could yield $35 million, possibly 
more. The absence of a political settlement with continued disrup

tions of the peace and continued uncertainty could permanently dis

courage the participation of Western private business interests In the 

potash project, thereby denying Jordan this source of income for some
 

time. On the other hand, a peace settlement would help to get this
 

project underway more rapidly.
 

The phosphate potential is considerable, capable o-" producing more 

than a three-fold increase of earnings by 1975 over 1965, with more 
potential beyond. The development of this resource need not await a
 

political settlement. 
 Rumania has already shown an interest in a
 

fertilizer project near Agaba. 
Issues which a peace settlement could
 

consider or propose for study concerning these resources are whether 

a joint Jordan-Israeli marketing arrangement could be mutually bene

ficial or contain elements for bargaining, or whether a fertilizer
 

production complex using Jordan and Israel supplies would be benefi

cial or contain bargaining elements. 
 Some of the broader aspects of
 

this latter proposal are considered in studies undertaken by other
 

agencies of the U.S. Government and independent organizations.
 

Jordan manufacturing potential would be reduced substantially 

(possibly by 40 percent cr more) with the loss of the Wen;t Bank. With 

a political settlement, growth in income from manufacturing might re

sume its growth. 
 However, the June 1967 war and its aftermath will
 

likely dampen the average annual growth to 1975. Continued growth might
 

involve the need to develop new markets, possibly some in Israel, for'
 

the output of Jordan's manufactures. Most of the growth, however,
 

1AID, Jordan Arab Potash Company, Capital Assistance Paper (AID
DLC/P-573), May 24, 1967, Annex 8.
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would likely occur through the broadening of Jordan's internal markets
 

as economic development progresses.
 

A SETTLEMENT AND TRADE OPTIONS
 

With a peace settlement leading to opening of the Jordan-Israel
 

border to trade, and possibly a concession by Israel to permit Jordan
 

access to a Mediterranean port, some opportunities for mutually benefi

cial commercial transactions and expanded through-traffic trade from
 

countries east of Jordan might materialize. There are, however, not
 

many current non-competing commodities in the Jordan-Israel trade
 

pattern to include within this general relationship (Table 18). Israel
 

might well be able to satisfy part of Jordan's import needs for textiles,
 

including man-made fibers, pharmaceuticals, fats, dairy products, fer

tilizer, and possibly other items, including tourist related imports
 

of goods and services. At the same time, Jordan may be able to satisfy
 

some of Israel's import needs for cereals in the future, tobacco, soap,
 

or even other competing goods where Jordan's prices are lower and
 

quality is either currently satisfactory or can be improved with Is

raeli cooperation. In many cases the opening of trade channels bring
 

about adaptations to new markets that cannot be foreseen or projected.
 

Based on the products referred to (Table 18, 19) this total trade could
 

reach a level of $20-$25 million, with unforeseen potentials that might
 

exceed this level considerably. This Jordan-Israel trade potential
 

estimate provides only a rough order of magnitude, and additional study
 

is required before more realistic estimates can be provided.
 

The opening of trade lanes through Jordan and Israel to the Medi

terranean for countries east of Jordan (Iraq, Saudi Arabia, Yemen and
 

S. Yemen, Kuwait and other states in the area) also offers some oppor

tunities for increased trading activity, though estimating the level
 

of this potential would be difficult. Table 20 shows that Jordan's
 

dependence on regional trade for its exports is much higher than that
 

of any other Arab country, even in the non-oil category.
 



Table 18 
Matching Israeli Imports with Jordan 
 Matching Jordan Imports With Israli
Exports, 1965 
 Exports, 1965a
 

(Millions)
 

Israel Jordan 
 Israel Jordan
 
Imports Exports Exports Imports
 

1. Raw Diamonds, net 95.5  2.0 11.6 Boilers, machinery, mechanical Appliances 
 1.
2. Machinery 
 95.2 2.0 
 .1 11.5 Iron and steel 
 2.
3. Other raw materials 81.0 1.0 
 .8 9.3 Vehicles, not railroad 
 3.
4. Iron, steel 
 54.9  10.0 9.1 Mineral fuels, oils 
 4.
5. Fuel 
 53.2 - 20.0 7.0 Cotton, textiles, yarns 5.
6. Automotive vehicles 48.0 6.2 Electrical machinery, parts 
- 1.0 
 6.
7. Chemicals 
 45.4  74.2 6.0 
 Edible fruits, nuts, melons, 7.
8. Cereals, rice 
 43.7 
 .4 19.0 - preserved fruits
9. Ships and aircraft 36.4  .7 5.9 Sugar, sugar confectionery 8.
10. Generators, electrical equipment 31.2 
 .4 
 1.9 5.4 Man-made fibers 
 9.
11. Wood 
 30.8 
 - .1 4.9 Cereals 
 10.
12. Oilseeds 
 29.7 .6 
 .7 4.0 Coffee, tea, spices 
 11.
13. Meat, fish 
 21.9  2.2 3.8 Pharmaceuticals 
 12.
'4. Non-ferrous metals 
 17.7  .6 3.6 Wool, other animal hair
15. Communication Equipment 16.6 13.
 
- 1.1 3.4 Live animals 
 14.
16. Yarns 
 15.0  7.3 3.2 Animal, vegetable fats, oils 15.
17. Other food and beverages 9.2 .2 
 - 3.2 Rubber, synthetic and other 16.
18. Edible oils, fat 
 8.9 .3 .7 
 3.1 Paper and paper board 17. .
19. Cotton 
 8.4 - 4.7 3.0 Dairy produce 18.
20. Coffee, tea, cocoa 7.0 1.9 2.6 2.4 
 Vegetable, edible plants 19.
21. Other textiles 
 7.0 .1 
 - 2.0 Tobacco 
 20.
22. Sugar, honey 6.0 
 .9 13.7 1.0 Fertilizer


23. Milk, milk products 5.7 .1 
21.
 

265.7 47.3 All Other

24. 
 Electrical household appliances 4.8 - 429.1 156.9 Total 

22.
 

25. Unprocessed tobacco 
 4.1 1.2
 
26. Furniture 
 2.9 
27: Miscellaneous 
 36.8 12.6 
 Notes:
 

Total 
 877.0 21.7
 
aThere are some Israel exports, such as fertilizer ($14 or $15
Adjustments 22.6 
 million) that may be able to take some Jordan raw materials if the
Net Imports 794.0 
 industry is expanded.
 

Source:
 
Statistical Abstract of Israel, 1966; GOJ External Trade Statistics, 1965.
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Table 19
 

WEST BANK EXPORTS OF MAJOR PRODUCTS OUTSIDE OF JORDAN
 
ACCORDING TO INDUSTRY 1966
 

Industrial Exports
 

Cigarettes 

Plastics 

Jewelry 

Soap and products 

Sheep wool 

Bran, cottonseed oil and products 

Clothing 

Sheep leather 

Leather products 

Other products and price adjustmenta 

Total industrial exports 


Agricultural Exports
 

Watermelons and melons 

Tomatoes 

Various kinds of vegetables 

Citrus 

Cucumbers 

Kernel fruit 

Potatoes 

Grapes 

Almonds 

Olives 

Figs 

Other products and price adjustment 

Total agricultural exports 

Total exports 


Note:
 

Thousands
 

of Dollars Percentage
 

420.0 27.4
 
196.0 12.7
 
196.0 12.7
 
98.0 6.3
 
70.0 4.5
 
56.0 3.6
 
53.2 3.5
 
44.8 2.9
 
42.0 2,7
 

364.0 23.7
 
1540.0 100.0
 

1456.0 29.8
 
784.0 16.0
 
300.0 17.1
 
386.4 7.9
 
207.2 4.2
 
131.6 2.7
 
117.6 2.4
 
70.0 1.4
 
70.0 1.4
 
44.8 0.9
 
25.2 0.5
 

767.2 15.7
 
4900.0 100.0
 
6440.0
 

aThe figures were adjusted to a price change in 1966.
 

Source:
 
Derived from Jordan Department of Statistics data.
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Table 20
 

TOTAL AND INTRAREGIONAL NON-OIL EXPORTS OF
 
VARIOUS MIDDLE EAST COUNTRIES
 

(millions of dollars and percentages)
 

Country 	 Period 

(1) 


Iraq 	 1951-1953 

1959-1961 


1962-1964 

Jordan 	 1951-1953 


1959-1961 

1962-1964 


Kuwait 	 1959-1961 

1952-1963 


Lebanon 1951-1953 

1959-1961 

1962-1963 


Saudi Arabia 1951-1953 

1959-1961 

1962-1963 


Syria 1951-1953 

1959-1961 

1962-1964 


UAR 1951-1953 

1959-1961 

1962-1963 


TOTAL 
 1951-1953 b 
1959-1561 

1959-1961 

1962-1964 


Notes:
 

Annual Average

Total Regional Share of Regional
 

Exports Exports in Total Exports
 
(2) (3) 	 (4) 
61 11 17b
 
25 6 22b
 

48 9 19
 
4 4 95
 

10 5 	 50
 
16 11 68
 
24 9 38
 
26 10 39.
 
24 14 61
 
40 20 49b
 
58 27 46
 

C C
 
2 1 65
 
4 1 	 25
b
 

88 34 38
 
108 43 40
 
176 51 29
 
473 6 1
 
457 37 8
 
458 17 4
 
649 69 11
 
643 111 17
 
667 121 18
 
786 125 16
 

aDiscrepancies between figures in column (4)and quotients of column
 

(3)by column (2) figures are due to rounding.
 
bExcluding Kuwait.
 

CLess than $0.5 million.
 

Source:
 
UN (Economic and Social Office, Beirut), "Studies on Selected De

velopment Problems in Various Countries in the Middle East," New York,
 
1967, p. 16.
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Impact on Employment
 

The Jordan Seven Year Plan, 1964-1970, assumed that is all of its
 

planned activities were successfully implemented unemployment in Jordan
 

would be virtually eliminated by 1970. The plan would create 20,000
 

to 24,000 new jobs annually projected from the 1961 population census.
 

The plan estimated an economically active population of 390,000 in the
 

year 1961 of which only 27,300 or about 7 percent were unemployed and
 

seeking work, but with another 68,000 men between the ages of 15 and 64
 

"economically inactive" and not 
seeking work. This economically in

active group are presumably refugees living in camps and relying almost
 

entirely on UNRWA support. In view of the nearly one million refugees
 

who came to Jordan after the 1948 war, these figures, though requiring
 

verification, tend to support the contention that the refugees were, in
 

fact, being amalgamated into the Jordan economy as a result of its growth
 

at a rate of about 8-10 percent per year over the last decade. Recent
 

reports of the number of refugees who fled the West Bank following the
 

June 1967 war indicated that the economically inactive workers among
 

the new refugees probably reached 40,000-50,000. However, this level
 

now appears exaggerated. Job opportunities are turning up sharply (as
 

of June 1969). The relatively low unemployment rate given for the pre-


June 1967 period suggests that most of the 1948 refugees were being sup

ported by incomes from some source in addition to UNRWA, from wage
 

earners working either within Jordan or abroad.
 

With a Political Settlement. A settlement in the Middle East in
 

which most of the new refugees who fled the West Bank returned to their
 

homes, a projection of the increase in the labor force which prevailed
 

in 1965 to 1975 at 3.5 percent a year would indicate that a total of at
 

least 170,000 new jobs would have to be created between 1966 and 1975,
 

nearly 300,000 by 1980. As agriculture has been supporting from 60-70
 

percent of the population (or 30 percent of the labor force) in Jordan,
 

it is to be expected that continued growth in this sector, resulting
 

from a concerted development effort, will be responsible for a sub

stantial share of the increased employment, partly through additional
 

employment in agriculture itself (about 20,000) and partly through the
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secondary effects of agricultural growth on all the other sectors of
 
1
 

the economy.
 

If with a settlement the number of farms materialized on even one

half of the acreage that would result from utilizing the water from
 

Jordan's water potential as reflected in projects listed in this report,
 

it would represent about 10,000 typical farm units and therefore 10,000
 

to 20,000 employment opportunities. The growth in manufacturing projected
 

(Table 17) would provide jobs for another 5,000, while development in
 

all the other sectors of the economy (See Table 14) would open up many
 

other employment opportunities. Commercial, trade and services activi

ties, a good share of it tourist related, will be responsible for much
 

of the emnloyment increase. Assumptions about the future growth of
 

Jordan in other sector activities (tourism, etc.) should lead to em

ployment possibilities for all of those seeking work in the country.
 

Employment generated in the non-agricultural sectors sufficient to
 

absorb the labor force would have to reach about 150,000 by 1975, as
 

Table 11 indicates, total new employment by all sectors must reach
 

300,000 between 1966 and 1980. This employment potential constitutes
 

one of the major long range benefits that could follow from a peace
 

settlement in which investment in economic development and growth, re

presented by the sector possibilities listed in Table 14, were given
 

top priority. Unemployment and underemployment will still be present
 

in 1980, but if peace prevails and development follows the projections
 

indicated, it should not be serious.
 

Any possibility of absorbing Gaza refugees on the West Bank will 
depend upon (1) the willingness of Israel to accept them on the West 

Bank in the absence of a settlement, (2) Jordan's willingness to accept 

some of them into its economy with a settlement. Conditions on the 

West Bank have been somewhat depressed since the June war, but a gradual 

1For more on this potential labor absorption in agriculture, refer
 
to R. Ward, "Absorbing More Labor in LDC Agriculture." The impact of a
 
thriving agricultural sector on all other sector employment is signifi
cant, as the agricultural revival in India in 1968 and 1969 has demon
strated. Each of the other sectors of the economy makes its own
 
investment, which also has inter-sector Impact.
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revival is taking place. 
The defense effort in Israel has contributed
 
to reducing unemployment and 15,000-20,000 workers from the West Bank
 
have found employment in Israel. 
Jordan will have serious employment
 
and rehabilitation problems for some time, 
even with a settlement, but
 
eventually, depending upon assumptions made about external assistance
 

and the pace of development, might be willing to accept some Gazano.
 
Of the 312,000 refugees in Gaza, 202,000 were estimated to be in camps
 

and about 187,000 were over 15 years of age. We could assume that about
 
60 percent of these or 112,000 are in the labor force, able to work or
 

to migrate for work. Some trained women could be included in a slightly
 
larger figure. Several thousand of these have already found work in
 

Israel.
 

Over at least the next five years, it would seem useful for Gazans
 

to have the opportunity to obtain jobs elsewhere in the Middle East or
 
in Europe, if they choose. Menawhile, so long as these opportunities
 
do not materialize, it would be difficult for them to leave Gaza. 
Recent
 

reports from Gaza have pointed to its prosperity compared with Egyptian
 

villages. This "prosperity" has been based on citrus exports and re
mittances of Gazan (Palestinian) workers abroad and Egyptian tourists,
 

and was artificially stimulated by expenditures of UNEF and UNRWA. 
A
 
gradual program wherein Gazan refugees would have the opportunity with
 
other refugees to move into the more affluent Arab states, to Europe,
 
or elsewhere in the world would seem to have more 
chance of success
 
than confining their optionG to Israel or 
Jordan, with or without a
 
peace settlement. The Gazans should have knowledge of all the options,


1
 
in any case.
 

IAn alternative though remote possibility for the Gazan as well
 
as for Arab refugees in Jordan is for Syria and Iraq 
to permit settlement
 
of refugees in the Tigris-Euphrates area. 
The World Bank, (Report on
 
International Water Problems, December 1965) estimates that construction
 
of the Keban Dam in Turkey, the Hladitha Dam in Iraq, and suitable com
plementary works to irrigate surrounding territories in Turkey, Syria,

and Iraq could bring a total of 5,125,000 additional acres into culit
vation. About 2.7 million acres would be in Turkey, 904,000 acres would
 
be in Syria and 1.5 million acres would be in Iraq. Thus, in Syria and
 
Iraq, 2.3 million acres of new acreage could conceivably be opened up

for Arab refugee settlement. Assuming 10 acres per farm and 5 persons
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Without a Middle East Settlement. Without a settlement unemploy

ment on the East Bank, sharply increased Ly the addition of 40,000

50,000 refugees to the labor force and 200,000-300,000 in total popu

lation, would be seriously out of proportion to the economic growth 

potential for some time. Without the new refugees, a little less than
 

60 percent of the population resided on the East Bank. Assuming 60
 

percent of the labor force on the East Bank, the labor force growth on
 

the East Bank would be about 60,000 between 1965 and 1975. Growth in
 

East Bank agriculture (the (E) item in Table 14) could create employ

ment for about 15,000-20,000, with secondary effects creating as many
 

more in other sectors of the economy. Other sector activities (potash,
 

phosphate, some tourism, remittances) would generate additional jobs
 

directly and indirectly, but not sufficiently to absorb the estimated
 

100,000 addition or more to the labor force by 1975. This being the
 

case, the East Bank of Jordan would require a substantial relief operation
 

for some time to come, more actively modern but not entirely unlike the
 

early post-1948 Jordan. Ample opportunity exists on the East Bank in a
 

more dynamic development of East Bank agriculture in the Jordan Valley
 

and in perennial stream Wadi areas, a vigorous effort to improve dry
 

land methods in wheat and other crops, development of potash and phosphate,
 

some small industry expansion and tourism and untried opportunities in
 

developing the Aqaba region. But it would not likely be adequate to
 

absorb the swollen refugee population nor calm the troubled political
 

waters that loss of the West Bank to Jordan will inevitably bring in
 

its wake. The West Bank could fare better in a closer trade and open
 

border arrangement with Israel, at least as long as the political climate
 

remained calm.
 

per farm (typical in Jordan), these new lands could support 230,000 farms 
and over one million persons. One hundred thousand refugees would re
present only 10 percent of the number of persons these lands could sup
port. There are undoubtedly many technical problems to be examined here,
 
not to mention the political problems, but the very substantial potential

involved between now and the year 2000 makes the Tigris-Euphrates project
 
a plausible alternative from an economic standpoint.
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PROBLEMS AND POLICIES
 

The Social Framework
 

Until 1948 TransJordan was populated almost entirely by descendants
 

of Arabian tribes. About half of the population of about 500,000 had
 

settled in such municipalities as Amman, Es Salt, Irbid, or Kerak, and
 

the other half continued to live nomadic or semi-nomadic lives. Ethnically,
 

the population was largely Arab and Moslem, but there were also small
 

groups of christian Arabs, Circassians, Armenians, Shishans, Druzes,
 

and Baha'is. The population was strongly traditional and conservative
 

in its religious, social, and political outlook. Tribal authority and
 

loyalty was a binding and pervasive force. As a result of the 1948 war,
 

the population under Jordanian rule tripled, bringing better educated
 

Palestinian Arabs, many trained abroad or in the British civil service
 

unde.: the Mandate. This group was much less tradition-oriented and
 

more susceptible to modernizing influences than the Eastern Arabs and
 

provided a strong basis in talent for the development of modern Jordan.
 

The remaining third of the population of post-1948 Jordan were Palestinian
 

refugees who were settled in camps and who relied heavily on assistance
 

from UNRWA.
 

The educated Palestinians who fled to Jordan or who lived in Jeru

salem and the West Bank formed the civil service in government, the bankers,
 

lawyers, and other professionals as well as the entrepreneurs of the
 

new Jordan. Many had college degrees from Western universities and the
 

American University of Beirut. These, together with the educated East
 

Bankers, including British educated King Hussein, have provided the
 

drive behind Jordan's development efforts since 1950. With their in

fluence, Jordan expanded rapidly, accepted foreign aid and foreign
 

advisors, issued its First Five Year Plan in 1962, promoted vigorous
 

private enterprise activity and trade, and took a fairly progressive
 

outlook on modernization in many other fields. The gap in social stan

dards and outlook between the tribal-oriented "East Bankers" and the
 

Palestinian "newcomers" from the West Bank remains pronounced, but with
 

modern films, radio, increased travel, and exposure to tourists and
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Western education and technicians, the commitment to modernization is
 
now sufficiently broadly accepted by the government and people to pro
vide a firm basis for rapid growth, so long as political stability prevails.
 

The Institutional Framework
 

Jordan is a constitutional monarchy in which a strong Western
 
orientation coexists ambivalently with strong anti-western sentiment
 
inspired by western support of the State of Israel. 
It is basically
 
a free market oriented economy, with few formal restrictions against
 
private business activity. Foreign investment is not large, but it is
 
encouraged. The repressive land tenure prevailing in 
some less developed
 
countries is not a problem in Jordan. The government, through its De
velopment Board and Ministries, promotes planning for development. The
 
government's role and commitment in public investment is nearly as signi
ficant as total private investment. Public investment is typical in
 
road building, municipal buildings and works, communications, power,
 
and other infrastructural fields. To assist development in industry,
 
the government's financial share in enterprise is significant largely
 
even if silent, in cement production, radio and television, phosphate,
 
the railroad, the petroleum refinery, vegetable oils, tanning, and
 
other commercial operations. The Jordan Government's stated philosophy
 
about its share ownership in these operations is that such concerns could
 
not have begun without government capital, and that eventually the
 

government's shares will be sold.
 

Jordan's Development Board has benefited from foreign technical
 
advisors financed by the Ford Foundation. The effectiveness of the
 
Board has depended on the quality of its leadership, which has on the
 
whole, not been impressive. Western and other foreign professional
 
economists are on the staff, but the jealousy of Ministries intent Cn
 
furthering their own programs has hampered the effectiveness of the
 

Board.
 

Jordan established its first Central Bank in 1966, after many
 
years of competent training under the British Currency Board System.
 
The Bank is only beginning to use its full powers, and the government
 

has had a conservative policy in this respect. A new Jordan Banking
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Law, however, permits borrowing by the government thus relaxing the
 

long standing and inhibiting 100 percent sterling currency backing
 
practice. 
This could also provide a flexible source of development
 
funds in the future, but may also lead to inflation as well.
 

Jordan has established its first university and had, before the
 
1967 conflict with Israel, a fairly extensive teacher training program
 
throughout the country. The most extensive 
of these are now in the
 
occupied West Bank area. The massive on the
refugee population East
 
Bank creates a serious problem in educational strategy. With a politi

cal settlement in the area, a resumption of the pre-war progress would
 
help, but other problems remain. Primary, secondary, and even Jordan
 
University curricula are still tradition-oriented, with heavy emphasis
 

on Arabic culture and history and not enough on science orientation
 
and training to meet the needs of a modernizing economy. School build

ings are grossly inadequate and the supply of adequately trained teachers
 
continues to be undermined by the lure of higher salaries in nearby
 

oil rich states. A new strategy of educational development, adequate
 
to meet the needs of hundreds of thousands of refugees and poorly
 

motivated villagers, is an obvious requirement for future growth of the
 

society.
 

Resources: Capital, Manpower, and Technology
 

Given its ample reserves and continued availability of foreign
 
assistance from many sources Jordan is adequately endowed with sources
 
of investment capital to eliminate this 
as a bottleneck per Se. I Besides
 

aid from Arab countries, the UN, the United Kingdom, West Gurmany, the
 
baited States and numerous private voluntary organizations commit funds
 
to Jordan which contribute to the economy and to savings. 
 To the extent
 

a bottleneck exists it is in the willingness of the government and people
 
to mobilize the resources available, or to invest in development rather
 
than in questionable non-developmental activities. 
 Without a political
 

IThe Jordan Seven Year Plan, 1964-1970, has estimated the capital

requirements for each of the public and private sectors over the Plan
 
period. The .aaounts are shown in Table 21.
 



Table 21
 
GROSS PUBLIC AND PRIVATE CAPITAL FORMATION BY SECTOR, JORDAN
 

Public Sector 


Ministry of Information 

Tourism Authority 

Antiquities Department 

Education 

Social Affairs and Labor 

Ministry of Agricult.,re 

Forestry Department 

Veterinary Department 

Agricultural Extension 

Department 


1964 

$000 


826 

4,614 

2,386 


12,11.8 

470 


1,044 

3,620 

540 


2,450 

Agricultural Research Dept. 333 

Agricultural Marketing 1,795 
Public Works - Roads 30,150 
Public Works - Gov't 

Bldgs. 3,998 
National Economy (including 


statistics) 

Post, Telephone and
 
Telegraph 


Civil Aviation &
 
Meteorology 


Ministry of Fixiatica 

Railway - Ma'an to Medina 

Railway - Ma'an to Aqaba 

Health 

East Ghor Canal Authority 

Central Water Authority
 

(including Wadi Shu'eib
 

361 


16,268
 

15,512
 
21,199
 
5,180
 

37,439
 
6,152
 
3,326
 

1970
 

Private Sector 
 $000
 

Agriculture 44,968
 
Fishing 588
 
Potash 54,600
 
Marble 
 266
 
Industry 22,820
 
Hotels 27,160
 
Electricity 7,924
 
Trades and services 19,796
 
Housing 88,816
 
Transportation 34,440
 
Hospitals 2,058
 
Schools, university 5,950
 
Oil exploration 8,540
 
Sport stadium 2,800
 
Unallocated investment
 

plus increase in stocks .41020
 
Total 361,746
 

and Kufrein and excluding
 
municipal water
 
projects 54,337
 

Yarmouk (including Side
 
Wadi Dams) 


Mining Exploration 

Phosphate 

Port of Aqaba 

Electricity (including
 
Yarmouk) 


Village Development
 
(including Housing) 


Potash 

Total 


Source:
 

84,706
 
4,284
 
8,565
 
9,528
 

15,968
 

10,825
 
. 8,400
 
366,399
 

Jordan Development Board, Seven Year Program for Economic Develop
ment of Jordan, 1964-1970, pp. 3/, 28.
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settlement capital will be scarce, as investors hoard and seek safer
 
alternatives. The ability to tax will also be compromised. 
With a
 
political settlement in the area, economic activity will resume, tax
 
revenues can be sought out of a growing GNP, including out of a hitherto
 
little taxed agricultural sector. Accumulated reserves will enable
 
the country to weather the first waves of re-stocking, rehabilitation,
 
and expansion. Foreign sources of assistance will undoubtedly resume.
 
The budget department, after years of technical budgeting and auditing
 
advice from British and American technicians, is capable of organizing
 
its income, customs, and other tax collecting procedures to considerably
 
improve tax yields to the government. Within the context of a peaceful
 
political settlement, both foreign and domestic private investment
 
shoul' be forthcoming in all sectors of the economy, particularly in
 
providing tourist accommodations; in construction, agri-businesses,
 

small manufactures, and marketing.
 

Providing adequate skilled manpower is a problem closely tied to 
projected sector development on one hand and educational requirements 
on the other. The area has been studied before, and estimates have been
 
made in Jordan's Seven Year Plan, 1964-1970. Th2 complexity of this
 
problem is such, however, that we have not made the attempt for this
 
study. Jordan, as with other underdeveloped economies, has abundant
 
surplus labor and a substantial foundation for developing adequate faci
lities for manpower training to meet its sectoral development needs.
 
This is an area in which a consortium of Jordanian and foreign assistance
 

could make an effective contribution to development in the area. The
 
rate of technological or innovational advance is closely tied to the
 
facility with which vocational and professional skills are upgraded.
 
Western concepts of technology have a substantial foothold in Jordan,
 

through exposure by Jordanians to European and American education,
 
travel, and concepts of modernization. The absence of natural re
sources is a 
basic constraint in furthering technology in manufacturing,
 

while economies of scale are inhibited by limited markets. The most
 
dramatic breakthrough in technology would appear to fall within the
 
priority areas of potential development -- in water resource develop
ment, providing tourist accommodations, mining and marketing phosphate 
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and potash, and in the myriad benefits to be derived from a more dynamic
 
development-oriented education program. 
Some indeterminate number of
 
years from now, fossil or nuclear fueled desalination centers at Aqaba
 
or in cooperation with Israel on the Mediterranean might become an
 
economical base for breakthroughs in power-petrochemical-fertilizer

agricultural development, but these seem too remote to be of effective
 
relevance until beyond the period projected in this study.
 

Markets and International Trade
 

Two of Jordan's largest potential foreign exchange earners are
 
tourism and remittances from Jordanians working abroad. It is difficult to
 
foresee the nature of constraints that will inhibit the browth we have
 
projected for these sources of earnings. The most obvious constraints
 
on tourism will be political instability in the Middle East. This is
 
by far the most serious deterrent to tourist travel in the area. The
 
second category of constraints is in providing adequate accommodations,
 
including travel, hotel, food, and other services, particularly in the
 
peak seasons. The study deals with some aspects of the capital invest

ment called for in this sector.
 

The bottlenecks to rising remittance earnings could be in providing
 
education to enable Jordanians to sell their skills abroad, in the pos
sible reaction in the oil rich states to a felt oversupply of Jordanian
 
as opposed to local talent, in the possibility of more Jordanians with
holding remittances if Jordan is politically unstable or in Jordanians
 
taking up permanent residence abroad, in the loss of talents needed in
 
Jordan for these educated persons which could have offsetting growth
 

effects at home.
 

The constraints in Jordan's exports of agricultural commodities -
vegetables, bananas, citrus fruits -- are probably less in the ability 
to produce or in the size of regional markets than in the ability of
 
Jordan to compete in quality of product and in marketing techniques.
 
More distant markets offer more intensive problems of quality competi
tion, but transportation costs will be ev~a more critical. 
Regional
 
markets offer the best potential and the constraints indicated are by
 

no means insurmountable.
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The potential markets for Jordan phosphate and potash over the
 
long run should be more than adequate. If Jordan potash production is
 
on stream by 1975, world markets for both phosphate and potash could
 
be among Jordan's principal foreign exchange earners. This is parti
cularly true if the agricultural revolution in use of fertilizers, new
 
miracle seeds, and irrigation complexes continues at its present pace.
 
For example, Pakistan's fertilizer use increased from 30,000 nutrient
 

tons in 1960 to an anticipated 420,000 tons in 1969. India's chemicl
 
fertilizer consumption was negligible in 1960 but reached over 2 million
 
tons in 1968. Turkey's fertilizer consumption increased fourfold between
 
1964 and 1967. These are all potential markets for Jordan's phosphate
 
and potash. At present, Western and Japenese supplies of fertilizer are
 
in excess, so that expansion of Jordan's export will have to be won in
 
highly competitive circumstances. Nevertheless, there is every reason
 
to expect world demand of fertilizers to continue its rapid growth as
 
food production continues to increase, so that by 1980 the market should
 

be ripe for Jordan's products.
 

Jordan also exports a long list of miscellaneous items -- marble,
 

cement, shoes, batteries, tobacco, cigarettes, beverages, wheat in
 
surplus years, miscellaneous Holy Land artifacts, and other small manu
factures. Exports of these should continue to grow, particularly in
 

an atmosphere of political stability, open borders, and thriving trade.
 

All of these considerations are implicit in the projection of
 

foreign exchange earnings indicated in Table 10.
 

SUMMARY
 

Certainly the principal obstacle to a resumption of the rapid
 
growth performance experienced in Jordan in the decade preceding the
 
June 1967 war with Israel is the political instability in the area.
 

If this should be resolved, the prospects for development, not only of
 
Jordan, but of the whole area, are good. All of the prospects for
 

growth indicated in the projections of this study assume a political
 

settlement.
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In the absence of a settlement between Jordan and Israel, Jordan
 

would be denied the West Bank, the bulk of its former tourism earnings, 
any benefits which might have accrued in trade opportunities from an 
opening of borders or easing of border restrictions with Israel, and 

the opportunity to develop its share of the Yarmouk River waters, in 

view of its proximity to the troubled border. Capital flight would
 
probably take place, emigration of educated Jordanians would increase.
 

In the absence of a settlement, some measures, nevertheless, could be
 

taken to:
 

(1) 	continue planning for feasible development
 
activities and to use its substantial accumu
lated reserves, and receipts from oil-rich
 
Arab countries for development purposes,
 

(2) 	develop East Bank water resources in order
 
of most economic return,
 

(3) 	start education programs to upgrade the skills
 
of the large surplus manpower to reap the
 
potential in remittance earnings. A Western
 
consortium of countries could assist with this
 
program including helping with an education/
 
training program. Information on job oppor
tunities outside of the Middle East could be
 
made available to those interested.
 

(4) 	hasten the implementation of the potash facility,
 

(5) seek new markets or arrangements to increase
 
earnings from Jordan phosphates,
 

(6) 	proceed with developing tourism on the East
 
Bank where possible,
 

(7) 	consider ways in which the Port of Aqaba may
 
benefit the economy through further development.
 

(8) 	Improve dry land farming techniques.
 

Even with these steps, the economy would gradually take on the
 

characteristics of the old Transjordan, except that a contingent of
 

about 250,000 new refugees -- jobless, homeless and with inadequate 

education -- would have to be accommodated. Some development would 

continue, but the quest for economic self-sustainment would have little 
meaning, unless the refugees were permitted to return to the West Bank 
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or largely emigrated to other countries. Subtracting the refugee numbers,
 
the East Bank economy could function as an entity, with continued foreign
 
assistance for some time, until it settled into some more modernized
 
semblance of the agricultural-desert-village oriented society it
was
 
before 1948. The standard of living would be lower than at present,
 
Western influences would continue to have some effect. 
 The loss of
 
most of its tourists, and some of its remittances and services income
 
from abroad, would deprive the economy of nearly 50 percent of its foreign
 
exchange earnings which would take some time to recover in the form of
 
new earnings from agricultural, potash, phosphate, or other exports.
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Appendix
 

EMPLOYMENT POTENTIAL FOR REFUGEES IN EUROPE
 

The most likely potential for employment options for refugees
 
outside of the Middle East is in Europe, although South America, North
 
America, Africa and Australia should not be excluded as possibilities.
 
Data on migration of workers are scarce and variable among reports. One
 
recent report indicated that there were 7-8 million foreigners residing
 
in Western Europe, repesenting 5.6 percent of the active population.
 

The upward trend began to accelerate about a decade ago. The distri
bution by countries of origin and destination are as follows:
 

Origin of Immigrants in Western Europe
 
(000 Persons)
 

Countries and Areas of Emigration
 
The
 

Mediterranean Basin Africa Ameri
Non-Medi- European Countries South cas
 
terranean Por- North Tur- of the 
 and
 

Countries Europe Italy Spain Greece tugal Africa key Sahara Asia Total
 
Germany 304 309 166 175 8 
 7 107 4 31 1,111

France 460 645 
 431 9 130 600 16 40 134 2,465

Belgium 123 200 27 10 2 10 6 5
8 391
 
Luxembourg 15 14 - -  - - - - 29 
Netherlands 
 86 13 20 2 2 6 9 - 47 185
 
Switzerland 166 474 82 - - 3 - - 725
 
Austria 19 2 
 1 - - 3 - - 25 
Sweden 149 5 3 4 - 1 - - 162 
Norway 15 - - - - 15 
United Kingdom 1,041 
 81 21 7 - - - 30 1,086 2,266

TOTAL 2,378 1,743 75-1 207 1-42- 621 149 8-0 1,303 7,374 

Foreign workers constitute only up to 2 percent of the labor force
 

of Denmark, Norway, Austria and the Netherlands, but made up from 4 to
 
10 percent of the labor force of Germany, Sweden, France, United Kingdom,
 
and Belgium. In Luxembourg and Switzerland, from 22-31 percent of the
 

total labor force is made up of foreign workers.
 

The occupational distribution of the foreign workers isdiverse,
 
but this varies from one country to another. In Switzerland, where
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Italian immigrant workers are prominent, 33 percent of the workers are
 
in industry, 75 percent in building and civil engineering, and 20 percent
 

in services. Actually, these categories include factory employment in
 
food, tobacco, beverage, processing, textiles, paper, printing, leather,
 
rubber, chemical, metals, watches, musical instruments, stone, cement,
 
and a number of other fields. Surprisingly, significant numbers of
 
foreigners are in a high occupational strata. For example, 16 percent
 
of Switzerland's biologists are foreign, 22 percent of its electrical
 
engineers, 26 percent of its electrical engineers, and 19 percent of its
 
university teachers. One would not expect Switzerland, with its large
 
foreign professional community associated with the UN and other inter
national organizations, to be typical. Yet, over 60 percent of the
 
immigrant workers in West Germany are employed in the mechanical engi
neering, construction, and chemical industries, a third of foreign
 
workers in France were or are employed in building and civil engineering
 
works, 20 percent in agriculture. A large segment of Belgian and German
 
foreign workers also work in the mines. 
 It is said that 1 out of 5 miners
 
in ECSC (European Coal and Steel Community) mines is a foreign worker.
 

In the United Kingdom, foreign workers fill an appreciable number of
 
the medium and lower grade jobs in hospitals, maternity homes, and
 
other institutions. Despite the diversity in these jobs, it is also
 
evident that the majority of the foriegn workers in Western Europe 
get the worst - most laborious - jobs in these categories, but need. 

not remain in these jobs if their skills improve. 

Data on remittances returned by foreign workers in Europe are
 
scarce, but the OECD (Desclotres) reports as follows:
 

Over the first 10 months of 1962 Spanish emigrants
 
living in 13 countries, including European countries,
 
sent back to Spain 2,364 million pesetas;
 

Transfers of money from immigration countries often
 
amount to half a million lire per year for each
 
Italian emigrant's family.
 

Between 1950 and 1959, 118,000 Greek emigrants trans
ferred to their country of origin savings totalling

$493.5 million; in 1963 Greece earned as much from
 
emigration as from its Merchant Navy, and almost one
 
and a half times as much as from tourism, for example,
 
$128 million.
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In 1960 Algerian immigrants in France sent home
 
NF 700 million, twice the amount transferred in
 
1956;
 

Between 1946 and 1957 official transfers of
 
savings from immigration countries into Italy

amounted to about $1,200 million, thus covering
 
an average of 5 percent of imports and almost
 
15 percent of the deficit in the trade balance.
 

The OECD reports see a continuing and growing need for foreign
 
workers in Europe. The need is reflected in the criterion of manpower
 
requirements laid down by France (The Foreign Worker, p. 38).
 

(a) 	"The employment of foreign workers is no longer
 
an economic measure of a temporary or provisional
 
character; in many occupations it has become a
 
continuing necessity.
 

(b) 	"Foreign workers constitute neither a 'reserve'
 
nor a supplementary labor force, but a part, some
times an essential part, of the country's manpower
 
resources.
 

(c) 	"It is becoming increasingly difficult to recruit
 
foreign workers in neighboring countries; there
 
is increasingly lively competition between countries
 
which recruit foreign manpower.
 

(d) 	The introduction of foreign workers consequently
 
demands a greater effort with regard to both re
cruitment and the reception and adaptation of
 
workers."
 

The supply of jobs and the categories most available to foreign workers
 
are elaborated at length in OECD publications.
 

(R. Descloitres (OECD)), The Foreign Worker, Paris, 1967, pp. 33,

34, 36, 54. Data not available for Denmark. According to this report,

the forecast of requirements for foreign workers in Europe during the
 
1960s was Germany, 1.2 million; France, 720,000; Belgium, 75,000;

Switzerland, 600,000. The OECD has made other studies of foreign labor
 
migration, but this data is most recent. 
Also 	OECD, Emigrant Workers
 
Returning to Their Home Country.
 


