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PRD'AQ! 

This atudy of the fiscal syatem of Jordan covera a 

period or seven yeara from lQ50/5l through lQ56/57. The per­

iod itself la eapecially aignif~cant in the fiaoal history or 

Jordan. It is a period whieh followed radical eoonomio and po­

l1t1cal chanee•J henoe fiscal policy bas been inrluenced by 

theae chances. The second a1gn1f1cant thing about thia period 

is that it 1s oharaoterized by energetic governmental efforts 

to bring about an improvement in the lot of the inhabitants. 

This marke the first attempt by the Jordan gove rnment to use 

fiscal mean& to aehieve social enda. How auoceaaful were the 

govemmEilt 1 s efforts both in mobilizing national resourcea and 

accelerating capital formation bas been deacribed and analy­

zed with considerable detail in the body of this atudy. 

Cbapter I introduoea the reader to the structurA of the 

eeono•y ao &3 to a erve aa a background ln deacrib1ng the fia­

cal system. Chapter II deaoribea the prooess of budget for.œ­

ulation, olaaaification, management and execution. Cbapter III 

1s a aummary of the growth of public receipta and expenditul"l~ l 

during the aeven yeara. Chaotera IV and V deaoribe in detail 

the var.Loua aouroea or revenuea and channela of expendi,ure 

in each of the three parte of the General Budget. Chapter VI 

givea a description of t~autonomoue budgeta (i.e. those thet 

are outaide the Gen•ral Budget). Chapter VII evaluatea the 

ayatem and analyses ita impact on the rest of the eoonomy. The 

ehapter enda with a aection on the development policy of the 
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government and its future plans. 

The four appendices include detailed tables for refer-

ence purposes. 

A studv of this nature could not reve been made at 
"' 

a place which is thousands of miles from Jordan if i t were not 

for the fact tbat most of the material was collected by the 

writer on the spot. The writer bad the good fortune of being 

a member of UNRV~'s Economies Division assigned to Jordan. His 

job was to collect economie data and write reports on sorne aspect 

of the Jordan economy which were published in UNRWA 1 s Suarterly 

Bulletin of Economie Development. For this reason, parts of this 

thesis a ppeared in Bulletin No.l3, April 1956. Referances in 

the thesis ~re rœde to other issues of the Bulletin particu­

la rly No.l4, July 1956. Estima tes for the fiscal yea r 1956/57 

and clos ed accounts for the fiscal year 1954/55 have been ob­

tained directly from Jordan by mail. 

I am grateful to Mr. N. Burns, then Chief of Economies 

Division, UNRWA, Headquarters, Beirut, who was editor of the 

Bulletin. 

Tn Jo·roan, I have to thank numerous public and other 

officials who have sup plied me with statistics or otherwise un-

availabl e r e ports on Jordan. 

At McGill, I wish to thank my very kind advisor, Dr. 

D. Armstrong for reviewin g the thesis and for many helpful 

sugge s tion s. 
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C.HAPTER I 

DESCRIPTION OF ThE JORDAN ECONOMY 

A. Historical Background 

Before the First World War, the territory tbat com­

prised Transjordan1 was part of the Ottoman Empire. For ad­

ministrative purposes, Transjordan was included in the pro­

vince (vilayet) of Syria which itself was divided into 4 dis­

tricts (sanjaks). After the defeat of the Turks in 1918, the 

Ottoman Empire disintigrated and Emir Faisal, son of Sherif 

Hussein ruler of the Hejaz, was proclaimed King on March 8th 

1920. 2 This, however, conflicted with the policy of the 

Allies as revealed by the Sykes-Picot secret Agreement con-

cluded in the spring of 1916 and which contemplated the divi­

sion of that area into spheres of influence. Sherif Hussein 

considered these intentions to be in complete contradiction 

to the promises of the Allies to assist him in establishing 

a united and independant Arab State. 3 

The proclamation of King Faisal as King of Syria, 

precipitated a conference at San Remo of the Supreme Allied 

Council on April 25, 1920. At this meeting the Council decided 

1Transjordan (meaning across the Jordan River) when 
used in this thesis will refer to that territory east of the 
Jordan River. 

2syria in this context included Palestine and Lebanon. 
The establishment of this Arab independant kingdom was the 
priee the Arabs demanded from the Allies in retum for revolt­
ing in 1916 against the Turks. 

3For a luc id ac co unt on this phase of A rab his tory, 
see George Antonius, The Arab Awakening (London 1938), parti­
cularly Chapters IX, X and XIII. 
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to break up the Arab lands and establish mandates over 

Palestin~ Lebanon, Syria (includlng northern Transjordan) 

and Iraq. Palestine and Iraq were to be under British 

mandate, whlle Lebanon and Syrla were to be under French 

mandate. On July 24, 1920, French troops advanced on 

Damascus and occupied lt - thus the short-llved independant 

Syrian Arab Klngdom whlch Falsal sought to establlsh 

collapsed. 1 

Wlth the occupation of Syrla proper (i.e. present 

day Syrla) by the French, the southern part of the country, 

whlch comprlsed a large part of Transjordan, was left ln a 

atate of chaos. There was vlrtually no rullng authority in 

Transjordan. At this juncture, the British, by mutual 

agreement wlth the French, took over the responslbility of 

Transjordan. Thus in August 1920, the British High Commls­

sloner to Palestine convened wlth soma Tranajordanlan notables 

ln the town of Salt and lnformed them that the British Gov-

ernment favoured an autonomous government for them wlth the 

assistance of some British advisers. On March 2, 1921, Emir 

Abdullah (second son of Sherif Hussein) arrlved ln Amman to 

muster an army to reconquer Syrla from the Frénch. However, 

before he bad a chance to put his thoughts into action, he 

was lnvited on March 27, 1921, to a meeting ln Jerusalem 

with Mr. Winston Churchill, then Secretary of State for the 

Colonies. Mr. Churchill convinced Emir Abdullah to stay as 

l Ibid.pp.304-309 
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ruler of Transjordan under British tutelage and to adopt 

a policy of appeasement towards the French in the hope 

that they would restore Syria as an independant Arab State 

within a six months period. This bi3orical meeting marks 

the establishment of the Emirate of Transjordan as a poli­

tical state. 1 

In September 1924, the district of Ma'an in the south 

(including Aqaba), which bas hitherto fo~ed part of the 

Hejaz, was annexed to Transjordan with the consent of King 

Ali (brother of Emir Abdullah) who succeeded his father King 

Hussein as ruler of the Hejaz. 2 The next important event in 

the history of Transjordan is the ratification of tbe Anglo­

Jordanian Treaty on October 21 192. By this treaty, Emir 

Abdullah was given a la~ge measure of internal autonomy. 

It, however, provided for direct British control over the 

country's finances, defence and foreign policy. Britain, · 

also, undertook to subsidize the Transjordan budget by 

meeting any deficits which migbt arise. In addition, i t sti­

pulated that Palestine and Transjordan fonned one customs 

union with customs dues shared in proportion to eaeh countries 

lPhilip P. Graves, ed., Memoirs of Kinf Abdullah of 
Transjordan, translated from Arable. (London950) p.p.203-207. 
The terms of the Mandate over Transjordan expressly excluded 
this country from becoming a Jewish National Home. 

2Ibid.p.2l7. This became a source of friction with 
Sa:.udi Ara'6!awhen King Ali was ousted in December 1925 by 
King Saud. 
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importa irrespective of port of entr,r.l 

The nominal independance of Transjordan was recog-

nized by Britain in the treaty of March 22, 1946. This 

treaty was, however, substituted for another one on March 

15, 1948 which was to run for 20 years. According to the 

new treaty the Emirate of Transjordan became a kingdom. 

Other provisions include the right to use air bases and 

station British troops in Transjordan. In return, Britain 

agreed to supply the Transjordan army with the necessa~ 

equipment.2 

On May 15, 1948, Transjordan intervened with other 

Arab states, members of the Arab League, in the Palestine 

war. The Palestine war was not successful anct the Zionists 

occupied 35 percent more territory of Palestine tban was 

granted to them by the U.N. Partition Plan. The number of 

refugees rose to a total of about 800,000 of whom about 

425,000 found shelter in Jordan, mostly in tbat part of east 

Palestine which was occupied by Transjordan.3 

lAli Dajani, Lectures on the Economy of Jordan (in 
Arabie), Arab League publications {Cairo 1954) pp.S-6. 

2Rapbael Patai, ed., Jordan (~ew Haven 1957) p.75 

3The exact number of refugees who crossed the border 
lina is not knowu. U.N.R.W.A. reports that the number on 
relief rolls in Jordan in 1950/51 was 464,440. 
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In December 1948, the country became known as the 

Hashimite Kingdom of Jordan. On April 24, 1950, tbat part 

of east Palestine that remained in Jordanian occupation 

was annexed by Jordan. The Palestinian Arabs were given 

equal rights and were represented in Parliament. That part 

of the Kingdom which used to be Tra.nsjordan is now referred 

to as East Jordan or simply the East Bank and the annexed 

part is referred to as West Jordan or the West Bank. 

B. The Land 1 The People and National Income 

1. The Land: 

The total area of the Hashimite Kingdom of Jordan is 

96,4?7 sq. kilometers of which 91,000 sq. kilometers lies in 

East Jordan (formerly Tra.nsjordan) and the rest, 5,477 sq. 

kilometers 0ompriae .Weilt Jordan.l Most of Jordan is desert 

land and only about 86% of its total· area receives an annual 

ra.infall of 200 mm. (7.9 inches) which is considered to be 

the minimum quantity of nain necessary to sustain dry far.m­

ing opera.tions. 2 Of the area receiving 200 mm. or more of 

rainfall annually, perhaps as much as one-third is unsuitable 

for cultivation bain~ mostly rocky bills and forests. The 

potentially cultivatable and cultivated area of Jordan adda 

up to some 9,000 sq. kms. or, in terms of local measurements, 

to 9 million dunums. The cultivated area, according to the 

1954 Agricultural Census, was 7.72 million dunums of Which 

about a third is usually left fallow every year as part of 

lsee UNRWA, Quarterly Bulletin of Economie Development 
No.2 (Beirut, February 1952) 

2IBRD The Economie Develotment of Jordan Vol.II. 
(December 195S draft under pubiica ion), p.3. 
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l the crop rotation system. The fallow area varies from 

year to year and tends to vary with the amount of rainfall. 

If rainfall is good then far.mers take advantage of it and 

sow as much of their land as is feasible. 

(a) Geographical Divisions: 

On the basis of physical conditions, the country 

could be divided into five regions. 2 

The Western Uplands, comprises the whole area of 

Western Jordan except that part of it for.ming the Jordan 

Valley. It enjoys a mediterranean climate with ample rain 

( over 700 :rmn. or 28· inches} du ring the win ter season. But 

s ince the a rea is hilly and rugged with an al ti tude ranging 

between 600 meters to over 900 meters above sea-level, it 

is not suitable for the cultivation of cereals. While the 

valleys are generally fertile with rich, deep soil, the hill­

aides are largely denuded of surface soil. The main crops 

of this region are olives, grapes and to a lasser extent 

figs and citrus. Some cereale and vegetables are also grown. 

The Jordan Valley, is a great rift extending from 

the mountains of Lebanon in the north to the Dead Sea in 

the south. The valley is surrounded on either aide by high 

bills to the west and a high plateau tot he east. The river 

bas eut for itself a valley which is a narrow and ateep gorge 

lReported - Raphael Patai ed., op.cit. pp.l21-122 

2Adapted from the IBRD Report, op.cit., pp.3-5, see 
also Raphael Patai, op.cit., pp.l22-123. 
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above Lake Tiberias but wbich becomes wider and shallower 

as the river winds its course to the Dead Sea. The trough 

of the river ia called the Zor and the flat terrace on 

eitner side is called the Ghor. The climate is cbarQcter­

ized by a wet winter season and a dry, bot summer season. 

The rainfall is unequally distributed along the Jordan 

valley, the nortber part above Yarmuk River receiving mucb 

rain (over 700 mm. annually) in the middle part between the 

Yarmuk River and Allenby Bridge rainfall rsnges between 

430 mm. to 360 mm. annually. The soutnern part as wall as 

the rolling bills to the west receive less tban 200 mm. 

annually. At present about 267,100 dunums are partially 

irrigated in the Jordan Valley wbile the Baker-Harza Master 

Plan indicates tbat a total area of 513,700 dunums is poten­

tially arable.l 

The Eastern Uplands. This region extends from the 

Syrian borders in the north down to the village of Madaba 

in the south. The areas around Ajloun and Salt bave an ele­

vation of about 900 meters and receive soma 700 mm. of rain-

fall. Most of the other zones in this region receive a rain­

fall of over 300 mm. annually. The region contains the 

beat land at present under cultivation. It produces cereale 

and vegetables as well as fruit. The region bas also some 

of the finest foreste in the country. 

1Michael Baker Jr. Inc., Harza Engineering Company 
Master Plan Report (1955), Vol.I pp.35-43 

/ 
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The Eastern Uplands South of Madaba. This region 

extends from the toW1 of Madaba to Aqaba. Its western bound­

ary is the Dead Sea and its eastern boundary is the Hejaz 

railway. It is a dry, a rid mgion lying outside the pa th of 

the rain-bearing win ter winds blowing from the Me di terranean. 

Rainfall is, the refore, variable and scarce except for the 

zones around the villages of Karak and Shaubak where it ex­

ceeds 300 mm. annually. The terrain is mountenous and rugged, 

most of it with an elevation between 900 and 1,500 meters. 

This region grows mostly cereals but is stricken by droughts 

once avery two or three years, thus bringing misery and hard­

ship to the spa rse population and the ir herds. 

The Eastern Dese!l• This is the vast steppe and 

desert land lying roughly east of the Hejaz railway and ex­

tending to the Iraqi and Saudi Arabian borders. The region 

receives lesa than lOO mm. of rainfallf annually and is not 

sui table for agricultural development. The few oases tbat 

exist are used as grazing ground for bedouin herds. 

2. The People: 

For purely administrative reasons, Transjordan was 

divided into five districts: Amman, Balqa, Ajlun, Karak 

and Ma 1an. When present day West Jordan was annexed in 

April 1950, three more districts were created: Jerusalem, 

Nablus and Hebron. Districts a~also sub-divided into 

sub-districts, so that in total there are 20 sub-districts 

each one known after the name of its central town. This 

division into sub-districts does not correspond with any 
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geographiceJ. or ethnographical sections • 

. (a). Number and Growth: 

Never in the history of Transjordan has there been 

a census of population. This is partly due to the reluctance 

of the inhabitants to register with the government for wbat­

ever purpose. This prejudice is one of the legacies of 

Ottoman rule or rather misrule. 1 In 1938, the government 

conducted a population survey through the assistance of 

district administrative authorities. The total population 

was estimated at 300,214.2 Anotber population estimate 

was obtained in April 1944 when a total of 385,000 inbabitants 

were dra.w:Ing rations. 3 Even if these estima tes are not 

completely accurate, tbey should give an idea on the order 

of magnitude of the population towards the end of the Second 

World War. 

Between 1948 and 1950, the population of Jordan grew 

with remarka.ble speed. For, as a result of the Palestine 

War, not only did Jordanacquire an area o:f some 51 477 sq. 

kilometers of land but also augmented its population by about 

810,000 inhabitants more tban half of whom were destitute 

re:fugees from that part of Palestine that is now Israel. Thus, 

lA. Konikoff, Transjordan -An Economie Survey (Jeru­
salem 1946) p.l6. 

2Ibid. p.l7, Mr. Konikoff ·.is inclined to b elieve tbat 
this is an-ünder-estimate. 

3Ibid. p.l7, Mr. Konikoff believes that this is an 
over-estimate due to the possibilities of :false registration. 
The figure he adopted falls in between i.e. 340,000. 
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while the area added was only 6% of the total area of Trans­

jordan, the population increase was almost twice the original. 

The first population estimate of Jordan to appear after the 

unification of both Banks was one based on the 1952 Housing 

Census. As shown in Table 1 the total population as of 

August 1952 totalled 1,329,174. In December 1956, the total 

population is shown to have risen to 1,490,509. 

TABLE I 

TOTAL POPULATIO~ BY SEX AND DISTRICTS 

DISTRICT 

Amman 
Ba1qa 
Ajlun 
Karak 
Ma'an 
Jerusalem 
Nablus 
He bron 

TOTAL: 

August 1952 
Males Females Total 

98,958 91,541 
47,928 44,964 

108,459 105,418 
31,568 28,988 
15,171 13,890 

150,436 150,766 
159,157 156,079 

63,427 62,224 

190,499 
92,892 

213,877 
60,556 
29,061 

301,402 
315,236 
125,651 

Deceî'llb er 1956 
Males Females Total 

113,970 
53,322 

123,791 
34,786 
16,163 

167,522 
179,120 

71,402 

106,062 220,032 
49,682 103,004 

118,733 242,524 
31,680 66,460 
14,643 30,812 

166,447 333,969 
173,729 352,849 
69,457 140,859 

675,104 654,0701,329,174 760,076 730,4331,490,509 

Source: Ministry of Economy, Department of Statistics and 
U.S. Technica1 Cooperation Service for Jordan, 
1952 Census of Housint for August 1952 figures; 
and Department of Sta istics, Annual Statistical 
Yearbook, 195& for December 1956 figures. 

Note: The latter figures were based on the former after 
taking account of natural growth. 

Table l seems to indicate that the population is grow­

ing at the rate of 3 percent per annum. This, of course, is 

a high rate as compared with developed countries but is lower 

tban the reported rate of growth of the population of Arab 
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Palestine during the Mandate. 1 

The Department of statistics reported that the crude 

birth rate was 40.1 per thousand of population in 1955 and 

37.2 per thousand of population in 1956. The crude death 

rate, on the other hanct, was 9.1 per thousand of population 

in 1954 and 8. 3 pe r thousand of population in 1955. 2 

This would give a rate of natural increase of 31.0 per 

thousand for 1955 and 28.9 per thousand for 1956. Although 

such a natural increase may not be unusual, yet the reported 

crude birth rate and especially the crude death rate seem to 

be unrealistic - both being different from the average rates 

reported for the Moslem population of Palestine during the 

~ndate. Of doubtful accuracy is the remarkably low death 

rate which approaches that of the United States. A more 

realistic death rate is that of 17.5 per thousand of popu-
. 1 

lation reported for the Moslem population of Palestine. 

Such discrepancies are diffic ul t to trace be cause 

of the lack of data and consequently observera have been 

led . to adopt rates of natural increase ra.nging between 2% and 

3% annually. 

1The na tura.l rate of increase among the Moslem: Ara.bs 
of Palestine averaged 3.6% between 1943-45. Reported in Raphael 
Patai. op.cit. pp.26-27. 

2Ministry of Economy, Annual Statistical Yearbook, No.7 
(Amman ~1956) p.lO and p.l3. The source of these figures is, 
however, the Ministry of Health. 
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(b). Distribution and Dena ity: 

The average density of population over the whole of 

Jordan is 15 persona per square kilometer in 1956. Since 

a large area of the country is desert and uninhabited, a 

more useful figure would be that related to cultivable . 

area. On this basis the average density rises to 165 persona 

per square kilometer of cultivable land. The density differa 

among the various districts. The most heavily populated 

are the three districts of Jerusalem, Nablus and Hebran, in 

West Jordan. Between them, theBe three districts account for 

56 percent of the population in 1956 (see table 1). The con­

centration of population in West Jordan was brought about by 

t>he large influx of refugees most of whom remained in that 

p~t of Jordan partly because of its proximity to their former 

homes and lands in Israel.l 

The other region of heavy concentration is the East­

ern Upland comprising the three districts of Alml1an, Ajlb.n :. 

and Balqa. These three districts contain about 38 percent 

of total population in Jordan.2 The concentration of inha­

bitants in this region is mainly due to the relative abun­

daJce of rain which bas been the basie for agricultural life 

in Jordan. Thus the aix districts mentioned above contain 

94 percent of the population. The rest are acattered in the 

lThe number of refugees living in West Jordan is 
about 350,000. 

2The number of refugees living in East Jordan (almost 
all of them in this region) is about 150,000. 
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remainder of Jordan where the meagre rainfall is âufficient 

to make agriculture possible and belp sustain a prtmitive 

life. 

(c) Rural and Urban Distribution: 

The population of Transjordan bas always been pre­

dominantly rural with agriculture as the main occupation. 

Until the Second World War, industries were scarce and 

trading activity was limited to the town of Amman (the capital), 

which in 1943 had an estimated 30,000 inhabitants. Of the 

total population at that time of about 360,000, l80,QOO lived 

in towns and villages, 120,000 were semi-nomads and 40,000 

Bedouins. 1 

With the incorporation of West Jordan in 1950, the 

trend towards urbanization has been intensified by two fac­

tors. First, the Palestinien Arabs (who are now Jordaniens) 

bad a bigher proportion of urban population among them than 

did the indigenous people of Transjordan. Second, the great 

spurt in business activity as wall as the noticeable progress 

in inàustrialization carried out both by private and public 

initiative, helped the growth of cities. Thus Amman had an 

estimated population of 175,000 in 1955. 2 As a result of 

this social change the population ma y now be said t o be about 

35 percent urban. 3 

l 
A. Konikoff, op.cit., pp.lS-19. A Bedouin is a desert 

dweller living in a tent and frequently moving with his herds in 
search for water and graz ing ground. 

2Raphael Patai~ ed~, op.cit., p.24. Reporting Interna­
tional Yearbook 1955 p.353. 

3 
~.p.24. 
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3. National Income: 

Jordan had its first national income study in 1954. 

This study covered a period of three years beginning 1952 

and was conducted by the Economie Research Institute of the 

Ame rican University of Beirut in coope~tion wi th the Depart­

ment of Statistics of Jordan, 

Owing to the paucity of basic data the accuracy of 

the study is open to question. It is probably for this 

reason that the detailed study bas never been made public. 

However, a summary table was re1eased with the warning that 

these figures were provisional. This table is reproduced 

below. 

TABLE 2 

NA.TICNAL INCOJ.IŒ: AT MARIŒT PRICES 
(JD Million) 

SECTOR 1952 1953 

Agriculture 17.6 11.6 
Mining and quarrying 0.1 0.1 
Industry 1.8 2.1 
Construction 0.6 0.4 
Buildings 4.8 4,8 
Public Utility 0.2 0.1 
Transport & Communications 2.7 2.9 
Govemment 7.p 7.9 
Services 1.4 1.5 
Commerce 7.4 7.1 
Finance 0.3 0,3 

TOTAL 44.5 38.8 

In Million u.s. $ 123.2 108.6 

1954 

19.7 
0.2 
2.7 
0.6 
4.9 
0.1 
3.2 
8.8 
1.6 
7.9 
0.3 

50.0 

140.0 
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On the basis of the above estimates, national 

income per capita in each of the three years may be placed 

at $92 in 1952, $80 in 1953 and $99 in 1954. These are 

indeed very low levels of income. 

The study indicates the importance of agriculture 

in the Jordanien economy. In 1954, agriculture contributed 

39% of total national income. It also shows, how in a year 

of bad crops auch as 1953 total income is affected severely 

by the fall in agricultural incomes. 

Income is badly distributed in Jordan with the 

majority of the population living at a subsistance level. 

It bas been said by observera that the refugees' lot is 

not any worse than that of many of the indigenous people. 

Undoubtedly one of the reasons for this hardship is the 

existence of auch large numbers of idle labour among the 

refugees competing for the limited working opportunities 

available. 

The last few years bave witnessed a certain amount 

of capital accumulation. There bas been a noticeable in­

crease in share capital of joint-stock companies. There bas 

also been investment in residentiel quartera and in hotels 

for tourists. Most important of course, is the expenditure 

of government on development. 1 Also there bas been the ex­

penditures by foreign agencies particularly the International 

Cooperation Administration (previously ·Point 4) and UNRWA. 

It is to be noted, however, that a large part of the capital 

1 
See pp.l26-130 and pp.l36-l56. 
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accumulated resulted from foreign funds rather tœn 

home savings by Jordanians. 

The low income of the majority of the people leaves 

li tt le or no ma rg:in for saving. In view of this fa ct, 

government intervention in the field of development is 

imperative to raise standards of living and enhance employ-

ment. 

C. Agriculture 

Jordan is predominantly an agricultural economy 

with over 75 percent of its population depending either 

directly or indirectly on agriculture as a source of in­

come. Since agricultural land is the chief natural resource 

in the country, increases in its output, throueh expanding 

the area under irrigation and raising the average per capita 

productivity, will greatly contribute to the rise in national 

in come. 

The average cropped area bas been placed at 5,970,820 

dunums (5,971 sq. kilometers) of which only 322,000 dunums 

are irrigated, (i.e. about 5%), the rest are rainfed. 1 On 

the basis of these estimates the land-man ratio for 1955 is 

4.57 of rainfed dunums par person. 2 Excluding the refugee 

population, the land-man ratio rises to 6.98 of rainfed 

dunums par per.son. The great pressure on land which these 

ratios indicate is beyond doubt. This reflects itself in 

1Th1s is an average for 1952-54. See IBRD, op.cit., 
Vo.II pp.54-56. Of the total irrigated area 272,000 dunums 
are in the Jordan Valley and are lightly irrigated. 

~he irrigated are a was converted to rainfed at the 
rate of 5:1 for intensely irrigated land and 3:1 for lightly 
irrigated land. See UNRWA, Bulletin of Economie Development 
No.l4 (Beirut July 1956) p.I23 
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low productivity per capita which is a chaiScteristic 

of all underdeveloped countries. 

The IBRD Mission reported that •expansion of the 

area under rain-fed annual crops is not possible ••• Any 

increase in the production of annual crops must therefore 

ms.inly depend on i~creased yields per dunwn."l In addition 

to raising productivity the other promising possibility is 

to expand the area under irrigation. Water is a scarce 

resource in Jordan but even themeagre water resources avail-

able are not fully utilized. The most promising irrigation 

scheme is that of the Jordan Valley to be discussed below. 

1. Jordan Valley Development Schema:: The development 

of the Jordan and Yarmuk Rivers is one of the top priority 

schemas which the government desires to execute. The full 

utilization of the waters of these rivers will almost douèlé 

the area under irrigation and will provide cheap elëctric 

power for the country's growing industries. 

The Jordan River rises in Mount liennon and is fed from 

the north by three main tributaries namely Hasbani in Lebanon 

and Dan and Banias in Syria. These three tributaries join 

in Israel at a point 35 kilometers south of Mount Hermon and 

flow into Lake Huleh which is 70 meters above sea level. From 

Lake Hulah the Jordan River flows southwards in a rather steep 

depression into Lake Tiberius which is 212 meters below sea 

level. From iLake 'l'iberius the Jordan River emerges soutbwards 

1 IBRD, op.cit., Vol.II,p.53. 
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through the Ghor and flows gently for a distance of 104 

kilometers into the Dead Sea which is 394 meters below 

sea level. Most of the Jordan River below Lake Tiberius 

flows in Jordan terri tory except for the northem section 

which fonns the international boundary between Jordan and 

Israel. 

Eleven perennial streams two of which are the Yar.muk 

River and the Ze.rka River em~rge from the eastern uple.nds 

and flow into the Jordan River. From the west there are only 

four perennial stree.ms, tributaries to the Jordan River. 

The Yar.muk River which joins the Jordan River at a point 8 

kms. downstream from Lake Tiberius is the largest of the 

tributaries anct through 1 ts en tire course the ïarmuk flows 

along the international boundary between Jordan anct Syrie.. 

In July 1952 Mr. Mills Bunger of the Cooperative 

Department for Water Resources Development1 submitted a plan 

to the Jorden Development Board which envisaged the use of 

the Yarmuk River me.inly for irrigation. Tnis plan, f'ar the 

development of the Yannuk River alone and to the a dvantage 

of both Syrie. and Jordan, bas now been discarded. Towards 

the end of 1952, UNRWA which was about to enter into a pro­

ject agreement to exploit the waters of the Jordan and Yar­

muk Rivera for the benefit of resettling refugees, requested 

the Tenessee Valley Authority to prepare a comprehensive 

1TVA, the Unified Development of the Water Resources 
of the Jordan Valley Region, August 1953. See UNRWA Quarterly 
Bulletin of Economie Development July 1956, pp.85-90 for a 
description of the Bunger and TVA plans. 
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overall plan ~or the exploitation o~ the entire Jordan Valley 
2 

watershed embracing Lebanon, Syria, Jordan a nd Israel. 

The TVA plan, Which was completed in August 1953, was 

submitted by Mr. Eric Jobnston (whose name became ident~ied 

with the plan) to the countries tbat have riparian rights 

to the waters of the se rivera. The three A rab co un tries 

.conce.rned neunely Lebanon, Syria and Jordan agreed to refer 

the Jobnston Plan to the Political Committee o~ the Arab 

League who decided in its meeting held on 12 January 1954 

to form an Arab Technical Committee of representatives of 

Egypt, Jordan, Lebanon·anct Syria to study the political, 

economie and tecbnical implications of the Jobnston pro­

posa!. After a thorough study, the Arab Tecnnical Committee 

of the Arab League founà that in many ways the Jobnston 

Plan g reatly reduced Arab rights and interests. For that 

reason, the Arab 'recbnical Committee submitted a counter 

plan in March 1954 based on the following prernises. 

1. That any plan for devel9pment of the waters of 

tbese rivera should take into consideration the existing 

political boundaries between the countries lying in tbe basin 

of the ri vers. 

2. That waters of these rivera should be usect in the 

river basin. 

From the first premise stems the objection to the use 

of Lake Tiberius as a reservoir for the surplus waters o~ the 

Yarmuk River and also the cooperation with Israel on tne exe­

cution of the project which the Johnston Plan assumed. As 

1 S l1This de~rtment is now known as the Jordan-u.s.Tecbn~ 
ca erv ce, forRange and Water Resources. 
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regtt:.t:ds ube second premi.:;e, the Johnston Plan happeus to 

agree with the Arab view point. The main features of the 

Arab Plan are :1 

1. Construction of a storage dam on the Yarmuk River 

with a capacity of 400 mcm, either at Maqarin or Wadi Kbalid 

as deemed feasible. At the foot of this dam a power bouse 

will be installed. North of the dam Syria will irrigate 

68,000 dunums which will require 80 mcm. of wate~ 

2. Water from the Maqarin or Wadi Khalid dam will be 

led by a power canal westward along the Yar.muk to operate 

a power bouse near Adassiya. Water from the power canal 

will feed the Main East Ghor canal. A diversion dam with 

a capacity of 100 mcm. will be constructed on the Yar.muk 

near Adassiya to divert water into the Main East Ghor canal 

which extends southward along the Jordan Valley almost to the 

Dead Sea for a distance of a bout 111 kms. 

3. A flood canal will be constructed to conduct sur­

plus water from the Yar.muk amounting to 60 mcm. into Lake 

Tiberius and another canal will lead water out from Lake 

Tiberius to feed the East Ghor main canal with 125 mcm annually. 

4. From about the middle of the main East Ghor canal 

where both banks belong to Jordan, water will be siphoned 

across the Jordan River to feed the main West Ghor canal which 

will irrigate land on the West Bank. 

5. As regards areas north of Lake Tiberius, the plan 

provides for the construction of a dam on the Hasbani to 

1 See map at end of the tbesis. 
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irrigate 35,000 dunums in Lebanon. A power bouse will be 

erected in this area. In Syria 20,000 dunums will be irri­

gated on either aide of the Banyas River by two canals con­

atructed for the purpose. It is reported that the Syrian 

Government bas already started the construction of tbese 

canals and part of this area is now irrigated. 

6. Surplus waters of the Hasbani, Banyas and Dan 

Hivers will be conducted by means of canals into the upper 

Huleh district. Israel may use this surplus water to irri­

gate 78,000 dunuma in the upper Huleh district and 30,000 

dunums in the Ayelet ha-Shahar district both of which re­

quire 96 mcm. annually. As regards the Yavneel Valley, an 

area of 22,000 dunums, it can be irrigated entirely from 

wells in the district itself. 

7. Out from Lake Tiberius a West Ghor canal will 

be constructed in Israel to irrigate 26,000 dunums in the 

Yarmuk triangle plus 78,000 dunums in the Israel part of 

the West Ghor. 

The following table 3 shows the distribution of the 

different water resources (including wells and wadis) in the 

watershed among the proposed areas to be irrigated in Jordan, 

Lebanon, Syria and Israel. 

On June 4, 1953, an agreement was signed between 

Jordan and Syria to regulate the use of the Yannuk River 

waters. By the terms of this agreementi Syria reserved the 

right to use the waters of the springs and tribuaries ori­

ginating in Syria north of the dam site for irrigation, while 

.. 
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stored water in the dam is for the exclusive use of Jordan. 

Furthermore, Syria is to get 75% of electricity generated at 

the foot of the Maqarin dam estimated between 6,000 and 8,000 

kw. As far as financing is concerned, it was agreed that the 

cost of constructing the dam at Maqarin and the power plant 

will be shared between Jordan and Syr.ta in the ratio of 95% and 

5% respectively. The agreement stipulated also that a joint com­

mittee be formed of 3 Syrians and 3 Jordanians to be respon­

sible for carrylng out the ter.ms of this agreement. The Jordan 

office of the Yarmuk Syrian Jordan Committee la responslble to 

tbe Councll of Minlsters. 

TABLE 3 

WArl'EH DI~TRIBUI'ION OF PROPOSED ARAB SCHEME 

Area to be Quantitles of water 
Country lrrlgated allocated 

'000 dunums mcm ;eer zear Percent 

Jordan 490 975 67 
Le banon 35 35 3 
Syria 1198 132 13 
Israel 234b 287 17 

TOTAL 878 1,429 lOO 

aincludes about 15,000 dunums ln Buteiha dlstri~t at 
present lrrlgated. 

brncludes about 7,000 dunums ln Upper Huleh, and 
15,000 dunums in Yarmuk Trianglè, all of whlch are at present 
lrrigated. 

On June 24, 1953, a contra.ct was slgned between the 

Jordan .l.ûinstry of Finance and two Amerlcan eng:ineering flrms, 

Michael Baker, Jr. Inc. and Harza Engineering Company. The 
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purpose of the agreement was to conduct an engineering sur­

vey of the Jordan Valley with a view to determining the 

technical and economie feasibility of the project, the beat 

sites for dams, reservoirs and power plants, the canal systems 

necessary for irrigation and electric power, the area of land 

that can be irrigated and the probable cast of the project. 

The survey was finished and the Master Plan Report was re­

leased in July 1955. 1 

According to the Baker-Harza Master Plan report 

an area of 513,700 dunums is potentially arable and would 

require 760 mcm. annually from the Jordan Yarmuk watershed. 

The plan also shows tbat 167 million kwh. of firm power 

will be generated. Coat of power and irrigation features 

total $170 million. It is estimated that total incame in 

the Jordan Valley would riae from $725,000 annually to 
the is 

$14,237,000 annually when/project/in full operat~on. 

At present about 48% of the irrigateable land within 

the project area is non-irrigated, while the remaining area ia 

partially irrigated. The Master Plan Report also indicates 

tbat the average net annual supply of water from the Yarmuk 

and Zerka Rivera, from the 12 Wadis in East and West Jordan, 

and from the Jericho springs is 605 mcm. On this basis Jordan 

still requires an additional 155 mcm. annually to be drawn 

from the Jordan river to bring the total water supply to 760 

mcm. annually in arder to irrigate the 513,700 dunums of 

1
Michael Baker Jr. Inc. Harza Engineering Company 

Master Plan Report Vola. I - VIII, July 1955. See UNRWA Bulletin 
of Economie Development No.l4 (Beirut July 1956) pp.l00-112 for 
a summary of the Master Plan Report. 
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1 irrigable land. From the point of view of potential 

power development the Maqarin site was selected in preference 

to the Wadi Khalid site. With a height of 145 meters, the 

Maqarin dam will provide a total of 165 million kwh. of net 

finn energy.2 It is estimated tbat by 1965, total annual 

consumption of energy for all purposes will be about 123.7 

million kwh. which could easily be d eveloped by the Maqarin 

dam al one. 

Total oost of this engineering survey was $2,481,031 

of which $1,214,812 was borne by Point 4, $1,056,219 by UNRWA 

and $210,000 by the Development Board. The Jordan government'w 

major objection to the recommandations of the Master Plan 

Report was in the allocation of the amount of wa ter re qui red 

to irrigate the 513,700 dunums. The Report based its water 

estimates on a cropping pattern prepared by UNRWA, 3 wbereas 

the Jordan government bad prepared a cropping pattern calling 

for more water than tbat proposed in the Master Plan Report. 

The major difference in both cropping patterns was that the 

government's cropping pattern allowed for the growing of cash 

crops like cotton and rica which need more water tban allocated 

in the Master Plan. 

The completion of this survey bas done mucb to clear 

1Ibid, Vol. r. pp. 35-43. 

2Jbid, p.57 

3UNR~ A~ricultural Economie Survey of tbe Jordan 
Valley, October 954. 
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many:. controversies. When Johns ton visited the area in 

February 1955 he presented a revised plan in the light of 

the findings of the Baker-Harza Master Plan. Despite its 

favourable cons ide rations of Arab rights and interests, 

it was again rejected as being politically unfeasible. 

On October 10, 1955, the Arab Technical Committee 

adopted an entirely new Arab schema prepared by the 

Jordan-Syrian Yar.mouk Joint Committee. 
~ 

This Plan pro~ 

poses the utilization of all waters of the rivera origina­

ting in Arab Lands for the benefit of the Arab countries 

concerned. Thus a dam and a power bouse will be built on 

the Hasbani River in Lebanon whose waters are used to irri-

eate 35,000 dunums in the area. Surplus water will be con­

ducted by a canal eastwards into Syria to the diversion 

dam b uilt across the Banyas river. After using water from 

the Banyas to ir riga te 20,000 dunums in the a rea, both the 

surplus waters of the Ha a bani and Banyas Ri vers will be con­

ducted by one canal about 75 kms. long running in a south­

east direction to join the fannuk river at Wadi Khalid where 

a dam will be conatructed. The surplus waters of both the 

Hasbani and Banyas Rivera are estimated at about 150 mcm. per 

year which will be used entirely for the benefit of Jordan. 

Another dam will be constructed at Ma.qarin to store water 

of the upper Yannuk. A power bouse will be built at the 

foot of the Maqarin dam and water from this dam will be con­

ducted by a power canal to a point near Adassiya where another 

power house will be built. A diversion dam will be built 
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across tne Yarmuk near Mukheibe wbich is a few kilometers 

up from Adassiya where both banks are Arab. Then waters 

from the power canal and the Mukheibe diversion dam will 

feed the Main East Ghor canal. Water from the Ma~.n East 

Ghor canal will be siphoned across the Jordan river to feed 

the Main West Ghor canal. 

Jordan, Syria and Lebanon could not implement this 

new Arab scheme without foreign financial assistance. It 

is also difficult to see such foreign assistance forthcoming. 

However, a pilot scheme is now being stuaied by the Yarmuk 

Joint Committee for immediate implementation. This pilot 

scneme envisages the construction of a diversion dam across 

the Yar.muk which will divert 2 to 3 cumeds of water per day 

to irrigate some 40,000 to 50,000 dunums in the northe m 

part of the Jordan Valley. The object of the scheme is to 

collect data on irrigation practices and train farmers in 

growing œsh crops. The coat of the scheme is about one mil­

mion dinar but the returns are believed to be very promising. 

2. Principal Crops: 

The variety of Jordan's crops are limited by both 

primitive agricultura.l methods and scarcity of water. The 

value of field crops produced in the three years 1952-54 

reveal not only the importance of cereals in total production 

but also the fact that fluctuations in agricultural production 

are a function of the amount and distribution of rainfall. 

Table 4 shows the value of crops dur1ng the period 1952-54. 
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TABLE 4 

GROSS VALUE OF FIELD CROPS 
(at Wholesale Priees Prevailing During 1954) 

1952 1953 1954 

Cereals 7,888 3,618 8,176 
Pulses 571 472 1,064 
Sesame 327 271 322 
Tobacco 171 107 185 

TOTAL FIELD CROPS: 8,957 4,468 9,747 

SOURCE: IBRD, The Economie Development of Jordan, Annex 
I, (December 1956) Vol.III, p.538. 

The value of other agricultural production for the 

same three years were as shown in table 5 below. 

TABLE 5 

GROSS VALUE OF VEGETABLES, FRUIT AND ANIMAL PRODUCTS 

(at Wholesale Priees Preyailing During 1954) 
(JD '000) 

Vegeta bles 
Fruit 
Animal Products 

TOTAL: 

1952 

1,770 
4,119 
3,484 

9,373 

1953 

2,284 
4,508 
3,545 

10,337 

1954 

2,946 
4, 261 
3,797 

11,004 

SOURCE: IBRD, The Economie Development of Jordan, Annex 
I, (December 1956 f Vol. III, p. 539. 

The principal winter crops grown are wbeat, barley, 

lentils, vetch (Kersenneb) and broad beans. Among the 

winter crops, wheat is by far the most important single crop 

grown. While b efore the 1948 Palestine War, Jordan was a 
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net exporter of wheat, now it is a net importer. The main 

summer crops are chick-peas,sesame and maize. ln years of 

good harvest soma cereale and pulses are exported. Of grow­

ing importance in the country' s ag ri cultural production are 

the vegetables and fruit. In 1955 both these items accounted 

for 34 percent of total gross value of agricultural production. 

Table 6 below shows the volume of production of principal crops. 

TABLE 6 

PRODUCTION OF PRINCIPAL CROPS 
(in thousands of metric tons} 

CROP 1952 1953 1954 

Winter Crops: 
Wheat 225.2 99.7 230.2 
Barley 92.5 42.9 104.0 
Lent ils 11.3 10.0 17.1 
Vetch(Kersenneh) 11.9 9.9 15.2 
Broad Beans 2.3 1.6 3.3 

Summer Crops: 
Chick-peas 3.7 3.2 4.4 
Sesame 4.4 3.6 4.3 
Ma ize 24.5 16.6 18.2 

Grapes 48.8 41.0 52.0 
Other fruit 43.7 86.6 39.0 
Winter Vegetables 25.2 68.4 53.5 
Summe r Vegeta bles 101.1 192.6 187.5 
Tobacco 1.0 0.6 0.7 
Olives 62.4 49.2 61.4 

1955 1956 

79.4 242.5 
25.4 96.2 
4.7 21.7 
6.5 24.3 
1.8 3.8 

1.4 3.1 
3.5 4.4 
6.9 10.1 

31.6 3'7. 0 1 
29.3 31.6 
6B.7} 177.7 
84.8) 
o.8 1.7 

12.0 71.5 

SOURCE: Ministry of Economy, Department of Statistics, Annual 
Statistical Yearbooks for 1952-1956 (Amman). 

Jordan can never hope to become more than self-sufficient in 

most animal products stated the IBRD Mission. The reasons 

given were 8 the short period of the rains and the need to devote 
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the majority of the productive area to the growing of crops 

for human food".l The number of principal livestock is 

given in table 7 below. 

Year 

1952 
1953 
1954 
1955 
1956 

TAB:r.E 7 

NUMBERS OF LIVESTOCK IN JORDAN 

Sheep Goats Cattle 

2'73,557 393,435 41,531 
222,936 347' 836 31,467 
364,228 545,053 51,599 
514,643 625,792 99,277 
493,782 666,373 67,176 

Cs.m.els 

50,625 
13,805 
18,872 
22,500 
26,176 

SOURCE: IBRD, The Economie Development of Jordan. Vol.III 
p.ao. For 1955 and 1956 figures based on Ministry 
of Economy, Annual Statistical Yearbooks (Amman} 

D. Industry: 

Until recently, Transjordan bad practically no indus­

tries except for a few bandicrafts. With the annexe.tion of 

West Jordan in 1950, the picture bas appreciably cbanged. 

Jordan bas nowa much larger market with varied demanda; it 

has more skilled and semi-skilled labour from the rank of 

the refugees; it bas some new capital brought by Palestinians; 

and finally in an effort to correct the economie dislocation 

resulting from the Palestine War, the Government bas initia~ed 

a policy of encouraging the industrialization of the country. 

Chiefly, as a result of these factors, Jordan bas achieved 

commendable progress in the last couple of years. Many new 

industries bave been established mostly with Government parti­

cipation.2 

lThe Economie Development of Jordan, Vol.II, p.80 
2see page 129- for details 
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In 1954, industrial activities cantributed 6 percent 

to national income - a reflection of the minor role played 

by this sector. No national income estimates are available 

f9r later years. According to the Census of Mining and Manu­

facturing Industries of 1954, there were 422 industrial 

establishments employing soma 8 1 600 workers out of a total 
1 working population of about 300,000. Total capital invested 

was about JD 4.8 million and gross output was valued at 

JD 7.3 million. 

The follow.ing types of industries operate in the 

country; phosphate mining, flour mille, alcbholic beverages, 

cigarette manufacturing, tant making, wood furniture, print­

ing and bookbinding, soap, cement, olive oil refining, con­

struction of bus and truck bodies. Other industries in the 

process of formation are; fish canning, potash extraction and 

petroleum refining. 

Notwithstanding this improvement, industry is atill 

in its infancy if measured by the types of concerna, volume 

of production, capital invested or labourera employed. 

Jordan's industrialization is limited by the fact that it 

does not possess the chief minera la auch a a coal and iron the. t 

are the basis for heavy industry. Except for phosphates and 

potash its mineral resources are quite poor. Industries 

based on imported raw materials are at a disadvantage in view 

1Ministry of Economy, Economie Planning Unit, Census 
of Mining and Manufacturing Industries in Jordan 1954. This 
census covered industries that employed 5 or more workers thus 
eliminating a large number of handicraft workshops. 
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of the high transportation costa entailed in moving materials 

either via the Port of Beirut or the developing Port of Aqaba 

in south Jordan. Further, industries are generally handicap­

ped by a variety of factors such as: the limited interna! 

market, the low purchasing power of the people, the scarcity 

of skilled labour, the high cost of fuel and power, the high 

transportation costa, and last but not least, the paucity 

of capital available for industrial investment and the lack 

of industrial credit facilities. Thus for industries to thrive 

much must be done including the creation of an environment in 

which industries can tbrive. 

These problems are being tackled chiefly through 

Government efforts. The Govemment has embarked on a pro­

gram of encouraging industries not only through favourable 

legislation but more important by participating with private 

capital in financing industrial investments. The resulta have 

been very encours.ging and private savings a re being tapJSd 

wi th a dvantage. 

Certain industries wbich amply serve the local market 

were protected by complete prohibition of importa. Tnese 

include cement, alcohol, arak, soft drinks, carbonic acict, 

shirts and pyjamas and cigarettes. Other industries are pro­

tected bympol'ing a slightly higher tariff rate on similar 

imported goods than would ordinarily be the case. 

A recent law No. 2'7 of 1955 known as the "Law for the 

Encouragement and Guidance of Industry;• provides the following 
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privileges for a number of specified industries: exemption 

from customs duties and all additional import taxes on 

machinery, equipment etc.; exemption from the Income rl'ax, 

the Social Services Tax and the Buildings and Lands Tax for 

the first three years from the start of production and the 

reduction of these taxes to 50 percent in the two succeeding 

years; and finally exemption from export duties on the pro­

ducts of the enterprise. 1 The main industries concerned are: 

the chemical fertilizers, the chemical ac ida; the mechanical 

spinning, weaving, knitting; the dyeing printing and finish­

ing of elath; the refining and hydrogenation of vegetable 

oil; sugar extracting from beats and sugar cane; tanning and 

manufacturing leather goods; extracting potash and ether 

minerals or chemicals from the Dead Sea; canning of fish, 

vegetables, fruits and other fooda; producing porcelain and 

ceramics. To enjoy these exemptions the industries concerned 

must use other than manual power to run the machinery, and 

the value of such machinery should be not less than JD 2,000 

unless the council of Ministers waives this requirement. 2 

A recent legislation dated May 1955 deals with the 

encouragement of foreign capi t al for investment in Jordan. 

Authorized foreign capital inveatments enjoy the following 

main privilegea: the free tranafer of annual profita in the 

currency in which the capital funds were originally imported; 

1IBRD, op.cit. Vol.II, P.274 

2Ibid.Vol.II, footnote 14 p.274. Most of these indus­
tries do not axiat yet. 
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repatriation of invested capital in foreign currency, begin­

ning one year after the importation of capital was made, in 

four equal annual instalments. Authorized foreign capital 

invested in industries cov.ered by the ~Law for the Encourage­

ment and Guidance of Industry11 enjoy all the exemptions sti­

pulated by that law.I 

E. Foreign Trade and Balance of Payments 

1. General Features of Foreign Trade: 

Foreign tracte in Transjordan received its first boost 

during the Second World War when strict import controls were 

imposed in Palestine while in Transjordan controls were ligbt. 

For this reason a traders class grew and thrived in Amman and 

large profits were reaped during the war on goods imported 

to Transjordan but which actually found their way into otber 

neignbouring countries, particularly Palestine. 

After the War and specially after the unification of 

both banks in 1950, foreign trade expanded in ever greater 

dimensions. But this time importa went mainly to satisfy the 

needs and requirements of a trippled population. The country 

was not able to provide the larger population with even many 

of its necessities and had, therefore, to rely on foreign sources 

of supplies if inflation was to be avoided. However, this sub­

stantiel rise in importa was not matched by an equal rise in 

exporta. The wider gap in the trade balance which ensued exerted 

a deflationary pressure on an already stricken economy. Table 8 

1 
~· Vol.II, pp. 276-277. 
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showing a summary of importa and exporta :for the laat 11 

years, depicts very clearly this dark picture. 

TABLE 8 

VALUE OF IMPORTS AND EXPORTS, 1946 - 1956 
(JD '000) 

Exporta Totetl ex- % of ex-
Year of' Home Re- ports & Importa ports to Deficit 

;eroduce ex;eorts re-ex;eorts im12orts 

1946 2,044 650 2,694 6,608 41 -3,914 
1947 506 365 871 6,231 14 -5,360 
1948 727 1,784a 2,511 10,604 24 -8,093 
1949 1,053 2,353b 3,406 12,757 27 -9,351 
1950 1,537 35 1,572 10,766 15 -9,194 
1951 1,041 413 1,454 15,672 9 -14,218 
1952 1,280 253 1,533 17,335 9 -15,802 
1953 1,900 198 2,098 18,385° 11 -16,297 
1954 2,587 390 2,977 19,840 15 -16,863 
1955 2,621 248 2,869 27,058 10 -24,189 
1956 4,379 581 4,960 27,819 18 -22,859 

SOURCE: Ministry of' Economy, Department of' Statistics, Annual 
Statistical Yearbooks for 1950-56. Also Economie Plan­
ning Unit, Survey of' Jordan Economy 1955, p.l4 

NOTE: Data for 1946-49 ref'er to East Jordan (Transjordan). 
Data for 1950 and after ref'er to the wbole Kingdam of' 
Jordan. These figures do not tally with those shown 
in the Balance of PaymentsTable on p.44. The latter 
were adjusted for possible errors. 

arncludes an unspeci:fied amount of' re-exporta to West 
Jordan (Palestine}. 

binc1udes JD 2.2, millions to West Jordan (Palestine). 

CExcludes u.s. relief' wbeat grant of' 9.846 tons valued 
at s1D 216,000. 

In 1954, exporta bave rep:resented about 6 percent of' 

national income, while importa represented about 40 percent. 

This wide discrepancy which is covered largel y by foreign con-
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tributions and invisible earnings is a reflection of the 

underdevelopment of the country. The situation should be 

viewed all the more seriously when it is realized that lm­

ports consist largely of foodstuffs and essential materiels 

for current consumption. 

2. Fo~ign Trade Policy and Trade Agreements: 

Jordan's import policy bas been dictated by one 

major factor namely the supply of foreign exchange. After 

the Second World War, Jordan emerged with a moderate sterling 

credit balance with Britain which was soon depleted to pay for 

importa necessitated by the Palestine catastrophe of 1948. 

With depleted foreign reserves and with demand for foreign 

exchange f~r outstripping supply, the Government reinstated 

the exchange control regulations and import licensing tbat 

prevailed during the Second World War. But this time they 

were considerably tighter. 

Every year financial negotiations are carried out 

in Britain for the release of a specifie amount of sterling 

to be devoted to importa. In 1953 auch allocations amounted 

to 11 million sterling pounds and in 1955 they rose to 16.3 
1 million sterling pounds. The higher appropriations for 1955 

are a reflection of increased needs coupled with improved foreign 

reserves position. 

At times when Jordan found its foreign reserve allo­

cationsimadequate to cope with the import requirements of the 

lBoth these allocations exclude importa from Lebanon 
and Syria in accordance with special trade a greements as ex­
plained later. 
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country, it bas resorted to a peculiar system of permit-

ting unlicensed importa against payment of a fine. Such importa 

were labelled as non-essentials and the Government did not 

provide foreign excbange for their importation. The foreign 

exchange needed for these importa, was obtained through the 

sale of Jordan Dinars at a discount on the free exchange 

market, of Beirut.l This system was originally established 

in May 1950 and was pennitted intermittently in the following 

years until it was abolished in FebruaTy 1955. The fine pay­

ment varied according to the nature of the commodity and the 

source of importa, the fines being highest on luxury items 

from hard currency countries. It was mentioned above that 

importa are subject to an import licence and an exchange 

licence. Importera of what were termed as essential goods 

were granted both licences against payment of a fee which in 

1955 was 5 percent of the CIF value of the imported goods. 

This of course entitled the importer to foreign exchange at 

the official rete. On the ether hand, importa of non-essential 

goods 2 were subject to an import licence fee which in 1955 was 

2 percent of the CIF value of imported goods. But although 

importera of non-essential goods, have to pay a lower licence 

fee, they have to incur additional expanses i n procuring 

their foreign exchange from the Beirut free market. Such ex-

penses, amounting to about 10 percent of value of goods, include 

1see UNRWA, Quarterly Bulletin of Economie Development 
No.7 and No.lO Beirut. 

2The Government bad classified goods into essential and 
non-essential. Until 5 July 1954 discrimination fees were applied 
at the rate of 2% of CIF value of goods imported from soft cur­
rency areas (e.g.stefling bloc) ~nd 6% of CIF value of goods from 
hard currency areas e.g. u.s.A.} 
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the discount on the Jordan Dinar and the banks commission 

on both the sale of the Lebanon Pound in Jordan and the pur­

chase of the required foreign exchange in Lebanon (the dis­

count on the Jordan Dinar averaged 5 percent in 1955). 

In addition to the exception of non-essential goods, 

all goods of Lebanese or Syrian ·Origin are imported wi tho ut 

the necessity of having to procure an exchange licence. This 

applies to goods as well as invisible payments for which no 

official foreign exchange is provided. These impqrts (like 

those of non-essentials) are subject to an import licence fee 

of 2 percent. Wbat this system amounts to in fact is a de facto 

recognition of a free exchange market aide by sida with the 

official exchange - a condition unknown in other sterling 

area countries. However, it is an important step forward 

towards freer trade. 

It is worth mentioning that the 1956 import regula­

tions lowered the import and exchange licence fee (for assen­

t ial goods) from 5 percent in 1955 to 4 percent in 1956. 

While the import licence fee (for goods from Arab States as 

well as non-essentials) declined from 2 percent in 1955 to a 

O. 5 percent in 1956. 1 

Jordan's trade and payments agreements were designed 

primarily to promote trade between Jordan and the rest of the 

Arab countries. Persuant to this policy, Jordan signed the 

Inter-Arab Tracte and Transit Agreement and the Inter-Arab 

1Ministry of Economy, Economie Planning Unit, Survey 
of Jordan Economy in 1955 (Amman 1956) p.24. 
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Movement of Capital Ag~eement. Under the first Agreement 

two lists were drawn up of products originating in any of 

the countries party to the Agreement. The first list was 

for agricultural and mineral products which are completely 

exempt from customs duties. The second list was for indus­

trial products which are granted a 25 percent reduction 

below the normal tariff, when originating in the member 

countries. For verification, products enjoying preferential 

rates will have to carry a certificate of origin and in the 

case of industrial products it should be shown that the pro­

portion of Arab raw me.terial and labour in the product in 

question is 50 percent or more of the total cost of the 

production. Preferential rates are granted to the Arab coun­

tries members of the Arab League who have ratified both these 

Agreements. On 12 December 1953, both Agreements became 

effective among Jordan, Egypt and Lebe.non1 • At later dates 

Syrie., Iraq and Se.udi Arabie. bece.me signe.tories to both Agre.è­

ments and bence enjoy the stipulated preferential treatment. 

In addition to these two multilateral Agreements, Jordan signed 

bilateral Agreements with Egypt, Lebanon, Syria and Iraq. Except 

for the one signed with Egypt, all the other bilateral Agree­

ments provide for special tree.tments such as the exemption from 

customs duties of e.ll agricultural and animal produce; industrial 

goods were divided into three classes: (a} those enjoying com­

plete exemption (b) tbose receiving a preferential treatment 

amounting to one third of the ordinary tariff and (c) those 

1official Gazette, No.ll65 supplement I, January 3,1954. 
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that are subject to ordinary tariffs. The bilateral Agree­

ment signed with Egypt includes a most-favoured nation 

clause but no provisions for preferential treatment. The 

four bilateral Agreements run for a period of one year, auto­

matically renewable unless either party expresses its inten­

tion to terminate it three months before expiry date. 

The only trade Agreement with a non-Arab state was 

that signed with Yugoslavia in March 1954. The Agreement 

provides for the exchange (in each direction) of JD 100,000 

worth of goods. Jordan's importa from Yugoslavia were listed 

as cereals, raw materials and machinery, while its exporta 

will include phosphates, manganese, olive .oil, bananas and 

tobacco. 

3. Main Exporta and Importa: 

The main export articles during the period 1954-1956 is 

shown in Table 9. Jordan bas a few things to export at the pre­

sent stage of its development. Exporta are mostly composed of: 

(a) agricultural crops and products of which fresh vegetables 

and fruit and olive oil are the most significant; (b) certain 

raw materiels like phosphates, skins and bides and raw wool; 

(c) In good crop years, when rainfall is abundant, some 

cereals and pulses are exported. In years of drought when 

grazing ground is dry exporta of raw wool, hides and skins rise 

because of increased slaughtering of herds. 



- 40 -

TABLE 9 

VALUE OF MAIN EXPORTS 
(JD 1 000) 

Home Produce 1954 1955 1956 

Fresh vegetables 439 592 821 
Fresh fruit 263 345 590 
Pulses 219 66 358 
Wheat and Barley 208 52 205 
Olive Oil 547 347 823 
Ground Phosphate 51 602 691 
Raw Wool 45 71 75 
Tents 118 143 135 
Other Products 697 403 681 

TOTAL: 2,587 2,621 4,379 

---
SOURCE: Ministry of Economy, Department of Statistics, 

Annual Statistical Yearbooks for 1955 and 1956 
{Amman) 

The main import groups are shown in Table 10. 

TABLE 10 

VALUE OF MAIN IMPORTS 
(JD 1000) 

1954 

Live Anima1s 506 
Tea and coffee 676 
Rice 656 
Wheat and wheat flour 1,270 
Refined sugar 1,160 
Petroleum Products 1,473 
Pha rmaceu t icals 269 
Rubber tyres and 

other rubber products 238 
Wood and wooden furniture 490 
Textiles and Yarna 4,131 
Iron and steel productsb 886 

1955 1956 

633 919 
812 649 
655 728 

2,943 1,686 
1,175 1,318 
1,834 2,184 

385 352 

418 411 
656 663 

3,897 3,838 
1,449 1,527 



Vehicles and parts 
Other products 

TOTAL: 
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TABLE 10 (cont 1 d) 

1954 

930 
7,155 

19,840 

1955 

1,773 
10,428 

27,058 

1956 

1,887 
27,819 

27,819 

SOURCE: Ministry of Economy, Department of Statistics, 
Annual Statistical Yearbooks for 1955 and 1956 
(Amman) 

8 Includes fabrica made of artificial silk, wool 
and cotton; cotton yarn, and secand band clothing. 

b!ncludes bars, sheets, pipes and joints, furniture 
and kitchen utensils. 

Owing to the expansion in populat ion, Jordan became 

an importer of wheat and flour especially in years of drought 

(like 1955). The other main groups of importa are refined 

sugar, textiles, mainly cotton piece goods and fabrics of 

artificiel silk, petroleum products, iron and steel products, 

vehicles and soma machinery. 

4. Direction of Trade: 

Jordan's main customers and suppliera are shown in 

table 11. Exporta are destined mostly for the Arab countries 

and particularly (by order of importance) to Lebanon, 1 Syria, 

Iraq and Saudi Arabia. Among the non-Arab countrie s · 

Czechoslovakia and Japan are the most important customers -

both being importera of Jordan phosphate. 

Jordan's importa orig inate mostly outside the Arab 

countries as table 11 shows. This resulta i n a l arge r tra de 

1A sizeable portion of Jordan's exporta to Lebanon 
are re-exported. 
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deficit wi th the non-Ara.b countries than with the Ara.b 

countries. The chief suppliera are (by order o.f importance): 

the u.K., Lebanon1 , Syrie., u.s., West Germany, Iraq2 and France. 

TABLE 11 

JORDAN'S DIRECTION OF TRADE 
(JD '000) 

Extort of Home 
ebanon 

Syrie. 
Iraq 
Saudi Arabie. 
U.S.A. 

Produce 

U.K. 
Czechoslovakia 
Je. pan 
Other countries 

TOTAL: 

Importa 
u.K. 
Le ba none. 
Syrie. 
u.s. 
Ge~ny (West) 
Iraq 
France 
Je. pan 
Australie. 
Egypt 
Sru di Arabie. 
Othe r co un tries 

TOTAL: 

1954 

1,202 
683 
339 

73 
21 

2 

7 
260 

2,587 

3,055 
3,152 
2,202 
1,917 
1,106 

805 
1,926 

525 
25 

515 
453 

5,059 

19,840 

1955 

719 
708 
438 

50 
18 

1 
198 
191 
298 

2,621 

5,218 
3,065 
1,811 
2,811 
2,3.L4 
1,409 
1,642 

843 
801 
75'd 
732 

5,653 

27,058 

1956 

1, 765 
1,144 

443 
166 

17 
1 

277 
32 

534 

4,379 

5,366 
4,125 
1,670 
1,847 
2,496 
1,230 

974 
685 

910 
1,195 
7,321 

27,819 

SOURCE: Ministry of Economy, Statistical Department, Annual 
Statistical Yearbook for 1955 and 1956 (Amman) _ 

e.More than half of value of goods imported from Lebanon 
are of non-Leban~aeorigin. 

lover one-half of the value of Lebanon's exports to 
Jordan a re of non-Lebe.ne.~ orig:1n. 

2 About a. third of value of Ire.q's experts to Jordan 
are of non-Ire.qi origin. 
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5. Bal ance of Payments: 

There is no country in the world, perhaps, whose balance 

of payments is as precarious as that of Jordan. The disequi1i~ 

brium is not only a persistent one but is of sucn a magnitude 

that it has been a1most impossible to deal with it effectively 

except through foreign assistance. As compared with 1950 the 

value of imported goods (excluding those paid for by U.NRWA) 

rose by 1955 by 79.6 percent. During the same period exporta 

(including re-exporta) rose by 83.2 percent. Despite this 

slight relative improvement, the gap of the balance of trade 

continued to widen1 especially during 1955 which exhibited 

the highest deficit on the balance of trade2. Table 12 shows 

detailed balance of payment figures for the six year period 

1950-55. 

Invisible items continued to show a surplus which 

increased. steadily throughout the six year period. The sur-

plus in 1955 was more than three times tbat of 1950. The 

main reasons for this improvement were the increased earnings 

from tourism eDcludëd in item 9) and commercial transfera 

(inc1uded in item 12). But this increased surplus on invi­

sibles was far from enough to offset the marchandise import 

surplus and a chronic deficit was registered on goods and 

services throughout the six year.s. As the table indicates, 

the highest deficit on goods and services was in 1955. 

1The year 1953 showed a slight improvement over 1952. 

2rhe year 1955 was hit by a drought which necessitated 
the import or large quantities of wheat and flour. 
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TABLE 12 

JORDAN'S BALANCE OF PAYME~TS 1950 - 1955 
{JD Millions) 

1950 1951 1952 1953 1954 1955 

I. Current A eco unt 

II. 

A. Debita: 

B. 

c. 

1. Mercha.ndiae 
a. Commercial Importa 
b. UNRWA Importa 
c. Total Importa 

2. Travel 
3. Inaurance 
4. Investment Income 
5. Government Expenditure 
6. Miscellaneous 
7. Total Debits 

Credita: 
s. Marchandise 
9. Travel 

10. Inveatment Income 
11. Government Expenditure 
12. Miacellaneoua 
13. Total Credits 

12.40 13.66 14.27 14.36 15.57 22.27 
1.08 2.52 2.88. 3.85 3.02 2.99 

13.48 16.18 17.15 18.21 18.59 25.26 

.83 • 98 1.17 1.32 1.33 1.59 

.04 .04 .03 .04 .04 .07 

.12 .09 .09 .12 .15 .25 
• 22 .19 .25 .21 • 21 .30 
.02 .09 .09 .o8 .12 .os 

14.71 14.75 18.78 19.98 20.44 27.52 

1.95 2.00 2.11 2.66 3.05 3.57 
.88 1.08 1.29 1.68 2.21 2.45 
.02 .03 .os .15 .31 
.57 .75 • 89 1.06 .71 .86 
• 59 .36 .63 • 59 1.44 2.55 

4.01 4.22 4.97 5.99 7.56 9.74 
14. Balance of Gooda & Serviœs-10. 71 -13.35 -13.81 -13.99 -:1..2. 88 -17.78 

International Transfer Paymenta: 
15. Net Private Remittances 1. 56 2.03 2.30 2.34 1.65 1.66 
16. Official Transfera 5.36 6.91 9.45 12.26 12.62 15.43 
17. Net Total Transfera 6.92 8.94 11.75 14.60 14.27 17.09 
18. Bal.of Pay.on Current A/c -3.78 -4.41 -2.06 .61 1.39 -0.69 

Ca;eital Account 
19. Private Capital .25 0.12 0.10 
20. Official Loana 1.00 1.05 0.72 1.30 1.29 
21. Other Official Transactions 0.53 0.72 0.20 1.14 1.18 
22. Change in Foreign Exchange 

Addingsa 1.22 2.76 -1.23 -1.30 -1.29 -1.42 
23. Currency Cove~ 2.37 0.06 o. 65 -o. 56 -2. 70 -0.93 
24. Net Total Capital 4.59 3.60 1.31 -0.84 -1.55 0.12 
25. Errors & Omissions -0.81 0.81 0.75 0.23 0.16 0.57 
26. Total Capital Account 3.78 4.41 2.06 -0.61 -1.39 0.69 

SOURCE: R. s. Porter, Jordan Balance of Pa~ents 1950-1954, (British 
Middle East Office, Beirut, 1955). igurea for 1955 from Minis­
try of Economy, Economie Planning Unit, Survey of Jordan Econo­
my in 1955, {Amman 1956) p.26. 

aA minus aign denotes an increaae. 
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Unilateral transfera, i.e., transfera tbat do not 

give rise to any corresponding claims in Jordan bave covered 

part of the deficit on goods and services and in 1953 and 

1954 have even turned into a surplus on current account. 
t. 

These unilateral transfera are of two kinds: private (itam 

15) and official (item 16). The private transfera consist 

of remittances from immigrants to their relatives as well as 

those of religious and cha ri table institut ions. The official 

transfera are obviously more significant and consist of (a) 

payments by the United Kingdom in the form of grants in aid 

to the Jordan Army (Arab Legion), expenditures on certain 

projects, and pension payments to former Palestine Govern~ 

ment employees; (b) UNRWA ti9nsfers to pay for imports and 

operation expanses in Jordan; (c) contributions of the u.s. 

Government in accordance with the Tecbnical Cooperation Agree­

ment signed on February ~7, 1951. 1 As table 13 indicates 

"Official Transfera" have substantially increased in later 

years particularly those from the U.K., thus making it pos­

sible for Jordan not only to take care of the large deficit 

on goods and services but even (as in 1953 and 1954) to accu­

mula te a small surplus. 
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TABLE 13 

OFFICIAL TRANSFER PAYMENTS~ 1950 - 1955 
(JD Millions 

SOURCE 1950 1951 1952 1953 1954 1955 

United King dom 2.57 3.53 4.60 6.43 5.87 8.04 
United States 0.49 0.97 1.25 2.73 
UNRWA 3.00 3.36 4.36 4.86 s. 50 4.66 

TOTAL: 5.57 6.89 9.45 12.26 12.82 15.43 

SOURCE: Ministry of Economy, Economie Planning Unit, Survey 
of Jordan Economy in 1955 (Annnan 1956), p.33. 

A large part of the Government's investment program is finan­

ced by interest free loans from the U.K. These appear under 

item 20, "Official Loans". In view of the discrepancy be­

tween the figures shown under this item and the actual loans 

made (as given in the Development Board Budget) 1 there is 

reason to believe that soma of these loans have been included 

under "Official Transfera" item 16 of table 12. Private capi­

tal transfera into Jordan ~ve been negligible at least ac-

cording to the official estimates. There may be some unre­

ported cases, but these are undoubtedly small. 

Deficits or surpluses on current account and the net 

transfer of capital reflect themselves in changea in sterling 

holdings as well as holdings of other currencies. Such 

chan5 es in sterling holdings also affect the currency issue 

since the Jordan Dinar is lOO percent covered by sterling. 

Foreign exchange holdings could automatically be converted 

into Jordan Dinars if banks desire. Total holdings were 

1 
See pp. 136-156. 
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JD 3.99 millions in 1954 but have dropped to JD 2.35 millions 

in 1955. 1 

F. •· Mo ney and Ban king 

1. Currency System: 

The present currency unit is the Jordan Dinar which 

was declared legal tender as of July l, 1950. The new cur­

rency has replaced the Palestine Pound introduced in 1927. 

The Jordan Dinar like the Palestine Pound is equivalent to 

one Pound Sterling. As a member of the sterling a rea, Jordan 

bas its currency lOO percent backed by sterling or British 

securities and British Treasury Bills. 

A Jordan Currency Boa rel of 5 members was established 

with headquarters in London whose functions is to issue notes to 

invest the sterling cover in approved British securities: to 

establish a Currency Reserve Fund for purposes of convertibi­

lity of the Jordan Dinar into Sterling, and finally to es-

tablish a special Reserve Fund to cover losses incurred in 

the investment process. 2 

The affect of this a rrangemeo t was that Jordan' s 

currency issue was tied up with the Balance of Payments or 

rather wi th i ts foreign exchange reserves since no Jordan 

Dinars could be issued except with full backing of sterling.3 

1 Ministry of Economy, Economie Planning Unit, Survey of 
Jordan Economy in 1955} (Amman 1956) p.34. 

2Raphael Patai ed. Jordan, (New Haven 1957) p.l04. 

3Banks could obtain Jordan Dinars at par with sterling 
automatically by surrendering their sterling earnings to the 
Jordan Currency Boa rd. 
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Such a system insures against inflation but makes it more 

difficult to deal with deflation. If for example foreign 

reserves were depleted and Jordan wished to meat a deficit 

on current account then it would have to liquidate part 

of her sterling cover with a consequent proportional de­

cresse in currency issue. The Government cannet institute 

inflationary finance since its treasury bills are not 

acceptable as cover. There is no doubt that the system 

is rigid, but it is argued that underdeveloped countries 

do not have the necessary instruments to combat inflationary 

tenàencies and inflation would do little to assist the Jordan-

lan eccnomy • . 

Currency issue bas increased appreciably during the 

two years of 1954 and 1955 and especially in 1956, reflecting 

mainly the increased reserves resulting from greater external 

aid to Jordan both military and economie. The following table 

14 shows that the currency issue rose by 85 percent by 1956 

as compared with 1950. Of pa rticular interest is the slight 

increase of currency issue in 1955 over 1954 despite falling 

agricultural income as 1955 was a bad crop year. Currency 

issue is one important factor dètermining money supply, the 

other is the credit policy of the banks. The credit policy 

of the banks is tied up with the availability of liquid 

securities in Jorda~,ànd since these are negligible in the 

country, banks tend to invest a large proportion of their 
' 

1 funds in the London monay market. The Government has never 

1 See next section "Banking System". 
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manipulated the money supply since under present monetary 

practices it does not possess the necessary instrumenta. 

End of Year 

1950 
1951 
1952 
1953 
1954 
1955 
1956 

TABLE 14 

CURRENCY ISSUE 
( JD 1000) 

JD 

9,081 
9,345 
8,761 
9,316 

12,001 
12,931 
16,781 

SOURCE: Mmiatry of Economy, Department of Statistica, 
Annual Statiatical Yearbooks for 1953-1956 

NOTE: Currency in circulation equala currency issue lesa 
bank cash and Govemment cash. See table 15. 

2. Banking System: 

Jordan'a banking system ia atill in the making. The 

country haa no central bank as yet and out of four commercial 
1 banka operating there are branches of foreign concerna • 

The Ottoman Bank, a leading foreign bank, is the Government'a 

bank. 2 The other three banka are: the British Bank of the 

Middle East, Barclay' a Bank, (both foreign) and the A rab Bank 

(Jordanian). There ia virtual1y no banking legislation and 

bence the Govemment exerciaea very little control over bank 

1A new Jordanian commercial bank to be known as the 
National Bank waa expected to operate beginning 1957. Two 
foreign commercial banka are aoon to operate, the Rafidain 
Bank (Iraqi) and the Cairo Bank (Egyptian). 

2Eeing the Government 1 a fiscal agent, the Ottoman Bank 
commanda large liquid funds which ena bles i t to act as a banka r' a 
bank..! But

1 
othertba;nks Qonsider it a competitor ~nd are reluct­

an:t uo red acoun toe1r bl~ra with it, ao actually little 
rediacounting takea place. 
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operations. In addition to the requirement of procuring a 

trade licence, the law fixed the maximum interest rate at 

9 percent. Rates for short-term commercial credit range 

between 6 - 9 percent. 

Banks cater mostly to the commercial sector. Most 

of their advances are therefore short-term loans to finance 

international trade. Long-term credit for industriel and 
l agricultural purpose is scarce. Bm ks consider auch type 

of credit risky and lesa remunerative than sbort-term com­

mercial credit. The absence of a monay market in Jordan great­

ly limita the operation of banks and would impede the proper 

functioning of a central bank. The liquidity ratio is re­

latively high. The high cash holdings and deposit with 

foreign banks are shown in table 15 which gives a consoli­

dated statement of bank assets and currency in circulation 

in Jordan. It may be noted that advances to the private 

sector have been rising every year. Thus in 1954 advances 

to the private sector rose by 10 percent over 1953 and by 31 

percent over 1950. Foreign assets have shown a steady growth 

a reflection of an improved balance of pey ments position. 

Because Jordan bas few liquid securities, banks are obliged to 

invest their funds abroad mainly in London. This fact accounts 

for the substantiel proportion of foreign assets as compared 

with total assets. 2 Credits advanced to municipalities are 

1Practically the only auch credits advanced were tho~ 
to municipalities and through public bodies with government 
guarantee. The Arab Bank made small private industriel loans. 

2 IBRD, The Economie Development of Jordan, Vol.III 
(under publication} December 1956 pp. 454 - 455. 
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shown in the table under "advances to public sectorn and 

have been relatively small. The Jordan Government has not 

so far floated an interna! public debt. 

TABLE 15 

BANK ASSETS AND CURRENCY CIRCULATION 
(on December 31 of each year) 

(JD 1 000) 

1. Bills discounted 
2. Advances to private 

sec tor 
3. Advances to public 

sec tor 
4. Net foreign aaaets: 

a. Deposits with foreign 

1950 1951 

607 736 

2,846 2,719 

48 245 
2,633 2,217 

1952 

740 

2,962 

493 
3,557 

1953 

800 

3,376 

497 
4,848 

1954 

1,167 

3,722 

494 
5,443 

banks 3,001 2,659 4,093 5,376 5,856 
b. Loan s to foreign 1:8nlœ -::---::-:=1~0--=--=~9-~1~1~3~-=--=1~1~5:;.._--=~~8~8 

3,011 2,668 4,206 5,491 5,944 
c. Less deposits of 

foreign banks 
d. Less loans from 

foreign banks 

5. Currency Issue 
a. Less bank casn 
b. Less Government cash 

c. Currency in circu­
lation 

73 

305 

67 

384 

9,081 9,345 
500 984 

23 24 

8,558 8,337 

62 75 

587 568 

8, 761 
1,040 

18 

7,703 

9,316 
774 
17 

8,525 

72 

429 

12,001 
1,356 

32 

10,613 

SOURCE: IBRD, The Economie Develo~ment of Jordan (under 
publication) December 195 Vol.III, p.443. 

The volume of deposits is disappointing particularly 

that of private customers. In 1954, public deposits (inclu-

ding those of foreign agencies) were 43 percent of total 

deposits while those of private customers were 48 percent. 

As table 16 shows private deposits were leas in each of the 

four years 1951 to 1954 as compared with 1950. In 1954, 

private deposits totalled JD 5,760 thousand as compared with 
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JD 5,989 thousand in 1950. This decline, however, was 

mo1~e than offset by increases in currency issue. So that 

total money supply showed a rise. Current deposits, in 

1954, constituted about 84 percent of total deposits, the 

rest were time deposits. Private time deposits have ex-

panded steadily during the five years (1950-1954), an indi­

cation of the public 1s response to moderate rates of return. 

The rate of interest on time deposits varies from 1 to 3 per-

cent depending on the size of the account and the period 

the deposit is left with the bank. 

TABLE 16 

COMMERCIAL BANK DEPOSITS 
(on December 31 of each year) 

(JD 1 000) 

1950 1951 1952 

A.Public DeEosits 
Government 2,260 792 2,527 

De ma nd l,R06 285 2,414 
Time 454 50? 113 

Othe r Public Dep-
ositsa 555 738 1,232 
Demand 539 722 1,211 
Time 16 16 21 

B.Private DeJ2osits 5,989 5,887 4,459 
Demand 5,228 5,175 3,695 
Time 761 712 764 

C.Ban!S DeJ2~sits 532 603 772 
Resident Banks 459 536 710 
Non-Resident Banks 73 67 62 

1953 

3,420 
3,294 

12'6 

1,188 
1,055 

133 

4,974 
4,026 

948 

1,040 
965 

75 

1954 

3,445 
3,226 

219 

1,801 
1,562 

239 

5, 760 
4,525 
1,235 

1,095 
1,023 

72 
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TABLE 16 (cont'd) 

1950 1951 1952 1953 1954 

D.Total DeEosits in Jordan D1nars 
Inc.Resident Bank 

Deposits 9,336 8,020 8,990 10,622 12,101 
Excl.Resident Bank 

Deposits 8,877 7,480 8,280 9,667 11,078 
a.Demand Deposits 7,646 6,245 7,382 8,460 9,385 
b.Time Deposits 1,231 1,235 898 1,207 1,693 

II. De~osits in Foreign Currencies 
K. ublic neposits 1 1 1 1 1 

B.Private Deposits 24 16 71 55 12 

SOURCE: IBRD, The Economie Devel@Sment of Jordan Vol.III 
(under publication) Dece er 1956. p.447 

arncludes those of ·P.ubll~\ S :e.I."U"ice~ :and:.Pub- · 
lie Ai.l.thorities and foreign and International Agencies. 

3. Other Credit Institutions: 

. ' . ' . . 

As was noted above, agricultural and industrial acti-

vities are inadequately provided with long term and medium term 

credit. As far as agriculture is concerned, farmers who re-

quire loans bave to resort to private money lenders who charge 

very high interest rates perhaps as muchas 50 percent or more. 

In cases of default, money lendera sequestra.ted the mortgaged 

land and by this process the land tended to concentrate in 

the hands of landlords. 1 The effect on industry is as bad. 

1To prevent auch land concentrstion, the government 
bas decreed a law known as "Protection of Farmer's Lawa No.37 
of 1953, according to which Miri land (i.e. state land whose 
heritable right of usufruct possession is granted to the bolder 
for the purpose of cultivation) cannot be sold to pay off debts 
even if the land is held on mortgage. Whatever the affect of 
this law on existing debts, it will undoubtedly operate to stop 
any further extension of agricultural credit by private lenders. 
Banks also will not accept auch type of land as collateral. 
Most land in Jordan is Miri, held by small cultivators. 
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The lack of long and medium term credit has been one of tbe 

reasons for the tardy development of this sector. 

To pa rtially remedy the situa ti on, the Government es­

tablished two banks. The first, the Agricultural Bank, was 

established in 1922 with a separate autonomous budget. The 

Bank derives its loanable funds from annual grants from the 

Land Tax (and earlier the Tithe T~x), from non-interest 

Treasury loans and from accumulated profits. The Bank also 

depends on repayments of its loans. But since the moratorium 

placed by the government on all agricultural debts, follow­

ing the severe drought of 1947, the Bank has bad to forego 

this source of capital replenishment for the time being. 

The loans have been mainly medium and short term of 

one to ten years at ~nterest rates varying between 4 to 6 

percent. The maximum amount that could be granted is JD 1,000 

($2,800). In 1954/55, of JD 556,023 available for loans, JD 

469,629 were outstanding loans. With its relatively small 

capital, the facilities of the Bank leave much to be desired.l 

The second official lending institution is the Devel­

opment Bank of Jordan which is owned jointly by UNRWA and 

three commercial Banks as the following financial statement of 

June 1, 19 56 shows 2• 

-----------------------------------
lUNRWA, Quarterly Bulletin of Economie Development. 

(Beirut, April 1956) No.l3 pp.l80-182. See also Pi' l57 of this 
thesis. 

2UNRWA, Economie Develo ment. 
No.l4 (Beirut Ju 
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Authorized capital 
Capital actually subscribed 
Paid up capital: 

~R~ 
Jordan Government 
Commercial Banks 

TOTAL: 
Unpaid capital 
Loans outstanding 

350,000 
37,500 
30,007 

JD 500,000 
480,000 

417,500 
62,500 

346,380 

The purpose of this Bank is to grant long term loans 

for agricultural and industriel enterprises particularly those 

that result in the employment and eventual self-support of 

refugees from Palestine. 1 

As of June 1, 1956, 176 loans were granted of which 

160 amounting to JD 239,284, were agricultural. Industriel 

loans numbered 16 and amounted to JD 107,096. One of the 

interesting agricultural-industrial lean was for a mobile 

workshop to repair agricultural machinery on the farm. It 

is the first of its kind in the country and should result 

in great benefits and savings to farmers. The period of the 

loans ranges between 5 to 10 years and the rate of interest 

is 6 percent. 

A third official source of agricultural and industriel 

credit is the Development Board which bas initiated two auch 

programs. 2 The first, known as the uvillage agriculturBl 

loans and Jerusalem City Loans" started in October 1952 

1This is why m~RWA is the biggest subscriber. The Bank 
loans have given employment to seme 2,000 refugee labourera but 
bas not resulted in ration card withdrawals so far. 

2For a discussion of Development Board Budget and 
Activities see ppl36-~~this thesis. 
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with the object of advancing small loans to farmers in the 

West Bank frontier villages whose lands or other means of 

livelihood were lost to Israel in 1948.1 The program was 

so successful that it was extended to other villages in 

East and West Jordan and to Jerusalem City. 

The West Bank loans are mainly for terracing the 

billy lands and plan ting them wi th fruit trees and olives. 

The East Bank loans were mostly for irrigation works such 

as the purchase of pumps, engines and pipes etc. The Jeru­

salem City loans include a loan of JD 50,000 to the munici­

pality to enable it to expand the city water supply and many 
to 

small private loansjrebuild residentiel buildings destroyed 

during the 1948 Palestine War, and to stimulatelight indus­

tries. Interest on all loans (except that to the Jerusalem 

Municipality) is 4 percent and the period is from 4 to 10 

years depending on type of loan. The interest on the Jerusa­

lem Municipality loan is 3 percent and the loan is repayable 

in 15 years. 

Total loans granted until March 31, 1956 totalled 

JD 1,145,009 of which JD 991,974 were to villages and JD 

153,035 to Jerusalem. 2 

The fourth official source of credit sponsored by 

the Development Board but under the direction of the coopera­

tive Department of the Ministry of Economy, is the Cooperative 

1 
i'or furthe r de ta ils, see Ibid.pp.l32-l35. See also pp. 

2 
These figures exclude administrative costs. Renee, 

differ slightly from figures given in Development Budget. they 
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Societies. 1 The Cooperative movement in Jordan began 

in 1953-54 and aimed at reviving rural thrift and credit 

cooperatives which existed in West Jordan during the man­

date (in Palestine) and to promote new ones in East Jordan. 

In 1954-55, other forms of cooperative societies have devel­

oped, such as urban thrift and credit cooperatives and agri-

cultural societies. The loanable funds a re provided by the 

Development Board in annual allocations2 to which shoulü be 

added repayments by loan recipients. Loans are for short-

term periods from 9 to 14 months. Up to 31 March 1956, there 

were 125 societies with 5,682 members; and total loans granted 

amounted to JD 163,077. 

Of the non-official sources of credit, the re are 

the u.s. International Cooperation Administration Mission to 

Jordan (previously Point 4) and the United Nations Relief and 

Works Agency (UNRWA) for Palestine Refugees.3 The latter was 

already mentioned in connection witb the establishment of the 

Development Bank and was sbown to own 83 percent of the paid 

up capital. The second activity connected with UNRWA does 

not involve loans but rather outright grsnts to refugees who 

have sorne means of livelibood and who require a little extra 
4 financial assistance to set them on the road of self-support. 

1Ibid.pp.l35-l36. See also pp. 144-145. 
2see Development Budget pp. 136-156. 
3Both of these organizations wo:rk in close cooperation 

with the govemment under s pecial agreements. 
4

UNRWA, Ibid. pp.200-201 
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Each qualified refugee is paid up to JD 150 which he ought 

to use to supplement the œpital needs of his enterprise 

whether that be agricultural, industrial, housing or corn-

mercial. Up to the 30 June 1956, UNRWA approved 212 grants 

involving commitments of JD 252,678 of which JD 147,000 were 

paid out. 

The US./ICA Mission to Jordan has made three types 

of loans. The first type was to hotel ownera to renovate and 

improve their service facilities as part of a program to im­

prove the tourist trade.l Through June 1956, 15 loans were 

made. totalling JD 64,469, of which 12 were in Jerusalem, 2 in 

Ramallah and one in Bethlehem. The interest rate ranges 

between 3 to 4 percent annua11y and repaymen ts are scheduled 

over 5 to 10 years. 

The second type of 1oans, known as 11 community 1oans" 

is to provide long term non-interest loans to municipalities 

and village councils. 2 The loans are from 8 to 10 years and 

are for civic improvel;1e nts. Through June 1956, 39 loans 

were made amount ing to JD 78,000. 

The third type of loan was made to assist the foster­

ing of new small industries.3 A sum of $100,000 (JD 35,714) 

was al1ocated and deposited with the Chase National Bank of 

New York in Ju1y 1954 to serve as a guarantee for funds 1oaned 

by the Arab Bank. Unoer an agreement, the Arab Bank 1oans 

from i t s own funds at 6 percent annua11y for pe riods ranging 

from 2 to 5 years and in amounts ranging between JD 250 and 

1Ibid. p.l75 
2Thid. p.l75 
3Ibid. pp.l76-177 
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and JD 5,000. Through June 1956, 40 loans were made to a wide 

variety of business, totalling JD 37,075. 

G. Public Finance 

Since the large part of this thesis deals with public 

finance and fiscal policy covering the period 1950 to 1957, 

it is appropriate that in this veection a brief account of 

past conditions be given. 

1. Past Conditions: 

It was observed earlie r in this chapt er that Jordan formed 

a part of the province of Syria and was given to Emir Abdullah 

to rule, perhaps to fulfil in part the promises which Britain 

had made to Sherif Hussein, (Abdullah 1 s father) of Mecca for 

revolting against the Turks in 1916. Transjordan was inhabited 

at that time by bedouin tribes and small town-dwellers whose 

sense of government was greatly prejudiced by centuries of 

Otboman misrule. So much so, were the people suspicious of 

the Ottoman admin.is t ra ti on 1 s intentions t hat they blocked 

them whatever their purpose. Except for constructing the 

Hejaz Railway (opened in 1904) which was largely financed by 

private contributions, the Ottoman administration did little 

to gain the sympathy of the people or improve their lot. The 

bedouin tribes resented any form of authority and were left 

very largely on the ir own which .meant tba t they freely carried 

out thei r raids a gains t each othe r as well as a .c::;a ins t the town ­

dwellers. In short, the condit ion could be described as chaotic. 

The first task of the new government of Emir Abdullah 

was to establish law and arder. This required money to finance 
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a police force as well as an army. nThe finances of the new­

born Government were chaotic, and little revenue could be 

collected until the armed forces could establish order,nl 

writes the recently ousted Commander in Chief o~ the Arab 

Legion. The money soon came forth from Britain in the form 

of a subsidy which has continued until it was amicably ter.m­

inated on March 31, 1957. In addition to this subsidy, the 

Jordan tax-payer bas been relieved of other burdens including 

Jordan 1s share of the Ottoman Public Debt wbich was repaid 

by a yearly stibsidy of 31,000 sterling pounds for a period 

of ten years; the granting of 40,000 sterling pounds for a 

hydrographie survey; the provision of certain public health 

and public education services financed by foreign religious 

and charitable institutions. 2 

The archaic tax system inherited from the Ottoman 

administration was continued for some years. Gradually, the 

necessary statistical data was gathered in the light of wbich 

certain tax rates were revised, some taxes were abolished 

and re pla ce.d by more equitable taxes and most important taxes 

were uniformly levied in all parts of the country. 

There were four important direct taxes :-fi) The land tax, 

first introduced in 1953, replaced three agricultural taxes 

1Brigadier John Bagot Glubb, The Story of the Arab 
Legion, (London 1948) 1 p.6o. 

2
A.Konikoff, Transjordan - An Economie Survey, 

(Jerusalem), pp.94-95. 
3 Ibid. pp. 88-91. 
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imposed by the Ot~oman administration namely the Tithe, the 

Werko and the Road tax. (b) The Animal tax was retained but 

was reformed and enforeed in 1929, (c) Hru.se and Land tax, 

first applied in 1928, was to replace the urban Werko. It 

is a tax on the rental of buildings and lands within munici­

pal areas. (d) An Income 'l1ax was first introduced in 1933 

and was to replace an old Turkish vocational tax known as 

nTamattu". The Income Tax was originally levied on employees 

but was later extended to all other professions and trades. 
1 Indirect taxes included the following: (a) Customs 

duties; (b) Excise duties which were collected on tobacco 

manufacture, wines and spirits. 2 (c) Stamp duty as it existed 

during the Ottoman administration continued until 1936 when 

Transjordan introduced its own stamp duty law which required 

the affixing of stamps on various documents. 

2. The Budget: 

For purposes of oomparison with modem times and to 

show the slow progress in government activity, two fiscal 

years were singled out for preaentation;3 The pre-First World 

War year 1968/39 and the pre-Palestine War year 1947/48. 

As table 17 indicates, total revenue in 1938/39 was LP 529,613 

of which LP 139,778 or 26 percent were grants-in-aid from 

Britain. By contrast, total revenue in 1947/48 was LP 4,195,932 

1~. pp. 92-94 
2Under Ottoman administration tobacco manUfacture was 

a state monopoly but this was aboliahed and private industry grew. 
3 

The unit of currency circulating in Transjordan was 
the Palestine Pound (LP). 
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of whicb LP 2,108,887 or 50 percent were grants-in-aid. 

Thus local revenue over the ten year period under comparison 

rose by a little lesa than 5 times whereas the grants-in-aid 

rose by about 14 times. This clearly indicates tœ t the ex-

pans ion of tot al re ce ipts we re mo re due to out right grant a 

from Britain than through a rise in national income and economie 

activity. The figures also indicate that as Transjordan slowly 

developed, its reliance on foreign assistance has been heavier 

than what would be expected. Undoubtedly part of the increase 
1 in local revenue was due to rising priees during the war. 

The main sources of revenue, a part from the British grant, were 

from tustams and Excise~ wbich appreciably increased from 

LP 127,703 in 1938/39 to LP 929,207 in 1947/48. Next follows 

~icences and Taxes"in which are included the direct taxes. But 

these have always been of lesa importance as a source of revenue. 

Indi reet taxes then, as they are now, were the ba sis of the re-

venue system. 

On the expenditure aide, the increases were equally 

rema rkable. In the ten yea r period, expendi ture rose from 

LP 538,718 in 1938/39 to LP 3,661,298 in 1947/48, almost a 

sixfold increase. A :targe portion of this rise, unfortunately, 

went to security. Thus, while in 1938/39 security 1 s share was 

37 percent of total actual expenditure in 1947/48 this per-

centage rose to 67 percent as table 18 shows. Justice, health 

1No priee indices of any sort are available for this period 
to show how much was the real increase. 
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and education bad a lower share in 1947/48 (3 percent) as 

compared with 1938/39. If account be teken of the rise in 

priees, then the abso1ute level of expenditure in real terms 

is perbaps not very different in 1947/48 tban it was 10 

years ago •. 
TAB~ 17 

DISTRIBUTION OF TOTAL REVE.NUE 
(in LP) 

Type of Revenue 1938/39 

Customs ana Excise 127,703 
Licences and Taxes 137 ,64~ 
Courts ana Depa rtmen ts fees 45,606 
Revenue from State Property 3,952 
Other Receipts 12,205 
Sale of State Domain ... 3,568 
Grants-in-aid 139,778 
Reserve Fund 59,152 

TarAL: 529,613 

1947/48 

922,207 
418,400 
164,442 

6,552 
454,599 

2,789 
2,108,887 

111,056 

4,195,932 

SOURCE: of Jordan 
ub ca ons, 1954 pp.10-11, 

based on the records of the Ministry of Finance for 
1938/39 and tne Department of Statistics, Annual 
Statistical Abstract 1950 for 1947/48. 

Another shortcoming of the fiscal system shown in this 

table is the low expenditure on economie activity which in­

eludes public works, agriculture, finance etc. The proportion 

of expenditure on economie activity fèl1 from 23 percent in 

1938/39 to 8 percent in 1947/48. In other words, these figures 

reflect the little interest shown by the national government 

and its British advisers during this period towards the econo­

mie development of the country. The result, of course, was 

that economically speaking, the country remained backward, weak 
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and dependent on the British subsidy. This state of affaira 

was intensified and exposed following the Palestine catas-

t rophe of 1948 • 

TABLE 1e 
SUMMARY OF EXPENDITURES 

(in LP) 

Percent Type of Expenditure 1938/39 of total 1947/48 

Adminis trs. ti on 149,808 28 787,584 
Justice, health and 

education 69,306 11 108,351 
Security 195,915 37 2,465,817 
Economie Activity 123,689 23 299,546 

TOTAL: 538,718 lOO 3,661,298 

SOUrtCE: Same as table 17. 

Percent 
of total 

22 

3 
67 

8 

lOO 



CHAPTER II 

BUDGETARY STRUCTURE A~D MANAGEMENT 

The role of the Jordan Government in mobilizing the 

country's resources for a rapid rise in production and employ­

ment bas been greatly magnified in recent years. Commensurate 

with this increased responsibility should be a growing aware• 

ness of the significance of budget accounting, classification 

and execution. This field of fiscal administration however 

bas bad little attention from the authorities,a situation which 

randers the task of measuring and evaluating the affect of 

Government activity on the economy rather difficult. 

A. Budget Structure and Classification: 

Nearly all financial activities of the Central Govern­

ment are reported in the General Budget. Jordan bas a few 

autonomous budgets including those for the Agricultural Bank, 

Aqaba Port, the Jordan Hejaz Railway and the Municipalities. 

Beginning with the fiscal year 1953/54, the General 

Budget bas been divided into three parts, which segregate 

expenditures according to the source of revenue. Eacb of 

these parts is separstely administered and draws its funds 

from different sources including foreign sources. This broad 

division of the GeneiBl Budget necessitated by peculiar cir­

cumstances, convey the idea of disunity of the Budget and 

may impair efficiency of budget management. 

Part I covering the Regular Ministries Budget is 

financed entirely from internal resources, such as taxes, fees 
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and otner local revenues. 1 Deficits in this budget are met 

by drawing upon the Reserve Fund. Part 2 covering the Mili­

tary Budget was financed almost entirely by the United 

Kingdom until the treaty providing for these grants-in-aid 

was ter.minated effective March 31, 1957. Some member states 

of the Arab League have made contributions to the Military 

a.udget in 1953/54 and 1954/55. At the termina ti on of the Angle­

Jordan treaty, the annual British grant will be substituted by 

an annual grant of JD 12.5 million shared among Egypt (JD 5 

million) Saudi Arabia (JD 5 million) and Syria (J.D 2.5 million) 2 

in accordance with a treaty among the four countries signed in 

Cai ro in Jan ua ry 1957. Part 3 cove ring the Developmen t Budget 

of the Development Board (established in April 1952) is finan­

ced entirely by British loans. The abrogation of tbe Anglo­

Jordanian treaty does not preclude the possibility of Jordan's 

obtaining additional British developmental loans. 

Before 1953/54, tbere was no such division of the Gen­

eral Budget. But the Mili tary expenditures had always been 

separately administered and the Ministry of Finance kept no 

records or accounts of the military funds. It, however, received 

at the end of the fiscal year, summary statements of expenditures 

which always matched the receipts. Any surplus,was kept in a 

1 
E.xcept for the one million Dinar British loan for econ-

omie development in 1950/51 before the Development Board was 
created. 

2It was reported that Saudi Arabia paid Jordan 2.5 mil­
lion sterling in the Spring of 1957 and promissed to pay the 
balance of 2.5 million sterling in the fall. Egypt and Syria 
bave not to date honoured their obligations. In the meantime 
the u.s. offered Jordan two grants of $10 million each one on 
April 29, 1957 and the othe r on June 30, 1957. It was not 
stated, however, for what purpose the grants were. 
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special account by the Arab Legion outside the Treasury 

Reserve Fund. For purposes of this thesis the three-fold class­

ification was adopted for the two previous years to facilitate 

trend comparisons. 

In discussing the classification of receipts and expen­

ditures reference only to Part I will be made since the other 

two parts are budgets of a special character. The classi­

fication of receipts and expenditures in Part I reflect finan­

cial administrative convenience rather than the economie 

nature of government activity. Such a presentation of the 

budget accounts are in~dequate as a guide to economie policy 

formulation. Receipts are divided into 10 chapters represent­

ing the following major groups of revenue: CUstoms and excise; 

Licences and taxes; Courts and Departments fees; Posta, tele­

grams and telephones; Revenue from state domain; Interests and 

profits; Miscellaneous revenues; Advances other than tempora.ry; 

Air force tax deposits; and repaymen t of loans. 

The expenditure aide is divided on a functional basis. 

Each ministry and depa rtment ms its own allocations. Certain 

expenditures like renta on buildings which should normally be 

charged to each ministry or department, have been lumped in the 

accounts of one ministry and in this instance it was the Minis­

try of Public Works. This, of course, unduly inflated the 

allocations to this ministry and conveyed the wrong impression 

about the magnitude of its activities. However, auch irregu­

la rities have been recently corrected. In addition to this 
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functional division, the expenditure side is divided into 

two bread groups: ordinary expenditures, i.e. expenditures 

to be met annually and extra-ordinary expenditures, i.e. 

expenditures of a non-recurrent nature. In recent years, 

most of the extra-ordinary expenditures have been capital expend­

itures. This broad division bas been a great help in segrega-

ting the capital expenditures. 

B. Budget Preparation and Execution1 

The procedure of preparing and executing the General 

Budget differa for the three J;:B,rts. In the case of the Regu­

lar Ministries budget, expenditures estimates are preRared 

by the heads of the departments concerned during the month of 

December and are submitted to the Minister of Finance. A 

discussion between the Minister of Finance and the head of 

each department follows during which the Minister (with one eye 

on receipts) tries to reduce expenditures to the minimum unlesa 

there is good justification for the requested expenditure. The 

estimates are referred to the Council of Ministers for a final 

decision. The receipts estimates are prepared by the Minister 

of Finance himself on the basis of the actual receipts of the 

past nine montbs as well as the actual receipts of the previo~a 

fiscal year less five percent for cantingencies. 2 Changes in 

the laws or other factors affecting the receipts are of course 

taken into consideration. After the estimates of receipts and 

expenditures are prepared, the Minister of Finance presents 

1Fiscal yea rs begin April I. 

2nurll1g the period under review this procedure bas led 
to an underestimate of receipts. 
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the budget to the Council of Ministers for their approval. By 

the end of Februa. ry the Council of Ministers, after introducing 

the necessary amendments, will have approved the Regular Minis­

tries budget and retumed it to the Ministry of Finance for 

print ing. 

The pre pa ration of the Mi li tary and the Development 

budgets is preceded by negotiations in London during November 

or December to determine the extent of the aid for each. The 

discussions cover not only the aggregate aid but also the break­

dawn of expenditures on which the aid will be disbursed. Thus, 

once these have been agreed upon, major changes in the future 

will have to have prier sanction of the British Government. 1 

By February, tbe Council of Ministers return all three parts 

of the General Budget to the Ministry of Finance for printing. 

About March 1, the General Budget is presented to Parliament 

in a special session during which the Minister of Finance de­

li vers his t raditional speech on the budget and economie condi­

tions in general. 

Parliament refers the General Budget to its Parlia­

mentary financial committee. This committee s tudies the budget 

and submits a report to Parliament embodying its commenta. 

Accord:ing to the Constitution this Commi ttee can recommend to 

Pa rliament reductions in expenditures but not inc reas es. In 

1 
A limited measure of flexibility is given to the 

Developmen t Board by permitting :it to re-a.lloca t e f unds among 
the projects up to 15 pe rcent of the amount under one heading. 
Re-allocations between different projects must receive prior 
British approval. 
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the majori ty of cases the budget is approved wi th but few 

amendment s. 

Upon the approval of the budget by Parliament a 

"general financial authority'' (actually prepared by tb.e Min­

istar of Finance) is issued by the Prime Minister to the res­

pective departmental heads authorizing expenditure.l Under 

the financial regulations, departmental heads can spend only 

half their allocations during the first half of the fiscal year. 

They do this by mea ns of a "financial allocation". For the 

second balf of the fiscal year anotber "financial allocation" 

is ·1ssued. Exceptions are Iœde where the nature of the acti­

vity is such that the whole allocation must be spent during the 

first half of the fiscal year. In this case the 11 financial 

allocation" authorizes expenditure of the whole appropriation 

during the first balf of the fiscal year. Activities of this 

nature include road building which is carried out in the sunnner 

season. Heads of d epa rtments are not pe rmi tted to commit any 

sums beyond tbeir allocations. Transfera within the chapter are 

permitted provided they offset one another. An excess of expend­

iture over and above the allocated sum or the re-allocation of 

funds between chapters requires Parliamentary approval by law 

a nd is refe rred to as supplementa ry budget. 

c. Budgetary Control 

To ensure accountability for the receipt and expenditure 

1Tbe s e f inanc i al regulat i ons do not apply to the Mili­
tary budget and the Development board budget each of which bas 
separate accounta and spending procedures. 
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or public funds, the Government established on June 1, 1952 

the Auditing Department. It is an independant body directly 

reporting to Parliament and responsible to it. So far five 

annual reporta have been aubmitted to Parliament by this agency. 

Enforcement or accountability is achieved by a post­

audit i.e. ccntrol after the payment of Government obligations. 

Thus about one year after the lapse of the riscal year the Min­

istry of Finance presents its closed accounts1 to the Audit 

Depa r tment which in turn c arries an examina ti on of documen­

tation for each step in budget execution. This does not mean 

tba.t it necessarily covers all transactions, although in certain 

cases it does. Its post-audit extends to the verification of 

legality of individuel transactions, the accurscy of the acc­

ounts and the disclosure of freud. Its jurisdiction embraces 

not only the accounts of the Central Government, but also a 

host or public bodies whose accounts do not appear in the 

General Budget including the accounts of Municipalities and Vil­

lage Councils. 

The wisdam of establishing the Audit Department is 

evidenced by the great number of contr8ventions committed by 

the various ministries and departments and reported to Parliament 

1The formal closing of accounts are delayed six montbs 
after the end of the fiscal year in order to pemi t for the pa y­
ment of obligations inc ur red du ring the fis cal year. This 
proàedure delaya the publication of the closed accounts and 
consequently the auditing operation. 
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in the annual reports. Despite the efficiency with which this 

Department is carrying out its woik, its controlling power is 

limited by various factors. In order to provide better service, 

it bas embodied in its annual report to Parliament a number of 

recommendations. 1 First, it requested that the head of the 

Depat" tment be endowed with judicial powers. At present, al• 

though it can disclose fraud it cannot prosecute. The Depart­

ment blames the Executive for being very lenient with viola­

tors with the consequence that their number of violations 

has been increasing. Second, it suggested the establishment 

of a disciplinary council whose duty:isto -œal effectively with 

financial violations referred to it by the Department. Third, 

it suggested the amendment of its present law so that dis­

putes between it and any Ministry will be resolved not by the 
of 

Council/Ministers but by an independant body. Fourth, a 

deadline should be fixed for the Ministry of Finance to sub­

mit its closed accounts to enable the Department to report to 

Parliament on the fiscal year in question before the close of 

the following fiscal year. 2 Finally, the Department requested 

an increase in its staff from 72 in 1955/56 to 126 members 

in 1956/57. The Budget for 1956/57 indicates that only 5 new 

posta œve been approved. 

-------------------------
l 
Audit Department, Fourth Annual Report To Parliament 

and Fifth Annual Report To Parilament (Amman), in Arabie.-

Zsee footnote 1 on p.71. 



C.HA.PTER III 

GROWTH OF PUBLIC RECEIPTS AND EXPENDITURES 

This cbapter will be devoted to the examination of the 

General Budget as a whole to the exclusion of the autonomous 

budgets and those of the municipalities. These autonomous 
a 

budgets will be deal t wi th under/separa te chapt er. 

Table 1 shows aggregate receipts and expenditures of 

each of the three parts of the General Budget for a period of 

seven years from 1950/51 to 1956/57. Closed accounts are shown 

through 1954/55 and estimates thereafter. 

In 1954/55, the General Budget absorbed about 33 per-

cent of national income, a relatively high proportion for a 

country whose per capita income is low. Other things being 

equal, this would indicate a high tax burden on the inhabitants. 

On the other hand, local taxation is light and at least about 

half of this apparent burden is shifted abroad on account of the 

substantiel aid which Jordan annua11y receives. 

A. Receipts 

Total receipts and expenditures have expanded tremen­

doua1y during the period under ravie~ (see table 1). Between 

1950/51 and 1954/55 (the latest c1osed accounts year) receipts 

expanded by 52 percent. Since average who1esa1e priees in 1955 

were presumably not significantly different from those in 1950, 

1 
The increase wou1d have been more marked if all auto­

nomous budgets were inc1uded. Up to date information is not 
readi1y ava11ab1e on all these budgets. 
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the expansion is therefore in real ter.ms. 1 Foreign contributions 

account for about half of this expansion while the remainder 

was collected domestically. The expansion in domestic re-

ceipts was caused by two main factors: the imposition of new 

taxes and a moderate rise in national income. A third possible 

factor, the improvement of tax collection methods, is not easily 

measured. 

In 1954/55, foreign contributions accounted for œ per­

cent of actual total receipts. Of this foreign contribution 

only 12 percent was used for development, the rema:lnder was for 

mi li tary purposes. Developmen t expendi ture from foreign funds 

are supplemented to a lasser extent from domestic funds. Jordan 1 s 

heavy reliance on foreign aid is phenomenal and exposes its 

economy to uncertainties and instabilities. 

B. E.xpenditures 

Expenditures have expanded as well, but have kept pace 

with receipts despite the urgency and need for greater public 

expenditures. However, the Government has not yet resorted to 

l 
There is no official wholesale priee index for Jordan. 

A ncost-of-food index" compiled by UNRWA and based on October 
1950 =lOO shows the following indices: 1951, 138.7; 1952, 
137.5; 1953, 114.2; 1954, first 6 months, 102.8 (thereafter 
index discontinued). A simple index of wbolesale priees at 
Amman compiled also by UNRWA and based on March-December 1952 
=lOO shows the following indices: 1953, 95.0; 1954, 91.7; 
1955, first 6 months, 81. 2. See UNRWA., uarterl Bulletin of 
Economie Development No.l3 (Beirut April 1956 p.l44 footnote 1. 
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deficit financing which may be dangerous for Jordan since it 

still relies on imp<ll'rts for a large proportion of its finished 

con sumer goods. If the country does not have access to suffi-

cient foreign e xc han ge, resources deficit fi nanc ing may run off 

into higher priees and inflation. 

The rapid expansion of expenditures was necessitated 

by three main factors: First, the Palestine War of 19481 

which resulted in a large expansion of military expenditures 

which rose from JD 1.5 million in 1946/47, to JD 4.9 million 

in 1950/51, to JD 8.95 million in 1954/55 and to an estimated 

JD 12.3 million in 1956/57. External and internal security 

expenditures (JD 8.95 million and JD 1.26 million respectively) 

accounted for 61.6 percent of total actual expenditures under 

the General Budget in 1954/55. On a per capita basis, expendi-

ture on internal and external security in that year would be 

JE 7.2 i.e. a bout 20 percent of per capita national income. 

Second, the influx of nearly 425,000 refugees from Israel and 

the annexation of wha t is now West Jordan has trippled the 

original population of the country. Such a tremendous 

1 Dur:lng and after the Palestine War of 1948, West Jordan 
was under Jordan Military control with its administration under 
a civil governor unti1 it was unified in April 1950. It had a 
separate budget thro ugh 1950/51; the deficit in its budgets was 
met by subsidies from the Jordan Government. Tue f1rst consoli­
da ted budget for :::I:ast and West Jordan was the General Budget 
of 1951/52. For purposes of comparison in this thesis the East 
and West Joroan budgets for 1950/51 were combined after elimi­
na ting d uplicat ions. 
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expansion of population required the expansion of Government 

services in its various forma. The Government was partly re­

lieved from the resoonsibility of caring for the refugees 

since ·ùKRWA provides them with food rations, shelter, medical 

and educational services. On the ether band, the refugees 

as well as the impoverished population of West Jordan were 

able to contribute only a small proportion to the cast ii>t 

Government services by taxation. The inhabitants of East Jor­

dan whose income was also drastically reduced as a result of 

the impRct, were less able to support the expanding needs of 

the Government. Foreign aid on a large scale was indispen­

sable in arder to save half the population from starvation. 

In fact, it was timely foreign aid that ~s changed the picture 

and pulled the economy from stagnation. 

The third factor that necessitated such a tremendous 

growth in public expenditure is the long range fiscal pol~cy 

launched by the Government and aimed at raising the national 

product, employing the surplus population and reducing the de­

ficit in the trade balance. The Government also hopes that ul­

timately as a by-product its reliance on foreign aid will be 

greatly diminished and even eliminated. Indirectly, develop­

mental measures are expected to combat the deflationary trend 

from which Jordan surfers which is mainly due to repAated crop 
a 

failures andjheavy import surplus. This developmental policy 

is in its initial stage but the resulta so far have been grati­

fying. Yet to achieve tbe objectives set forth means heavy 
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expenditures on developmental investments in much greater pro­

portions than hs.s hitherto been the case. Intemal financial 

resources being what they are, initially Jordan will have to 

procure the necessary funds from abroad. The:re are various 

sources for international lending including the International 

Bank for Reconstruction and Development, the British Govern­

ment and the u.s. Government. Jordan at present is trying to 

get aid from all these sources. 

c. Reserve Fund 

The Reserve Fund is intended to provide the General 

Budget with some elasticity. Surpluses in the General Budget 

are credited to, and deficits are debited to the Reserve Fund. 

It seems that the Government 1 s objective has been to accumu­

late a yearly surplus despite the contemplated deficits in each 

Budget estimate. For instance in 1954/55, budget estimates 

showed a deficit of JD 941,000. Instead of ending with a 

deficit as was foreseen, that fiscal year was closed with an 

actual surplus of JD 1,106,336. As in most years, this was 

caused mainly by an underestimation of receipts and to a lesser 

extent to the failure of certain Government Departments to 

spend all their allocations. The 1955/56 and the 1956/57 fiscal 

years are both expected to end up with substantiel deficits which 

if they materialize the Fund will be depleted. But, it would 

not be surprising if this did not hanpen. Table 2 shows the 

statistical position of the Reserve Fund. 



Fiscal Yerur 

1950/51 
1951/52 
1952/53 
1953/54 
1954/55 
1955/56 
1956/57 
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TABLE 2 

MOVEMENT OF RESERVE FUND 
(JD) 

Reserves at be- Indicated sur-
ginning of fis- plus("-)or de-
cal zear ficit (-~ 

1,134,180 a + 1,122,483 b 

2;256:,663 - 1,130,487 
1,126;176 + 23:,076 
1,149;252 ... . 551:,909 
1,701;161 + 1;106,336 
2;807,497 - 1;251:,612 
1,555,885 - 1,779,022 

Reserves at 
end of fis-
cal Iear 

2,256;663 
1,126;176 
1:,149,252 
1,701,161 
2,807,497 
1,555,885 

SOURCE: Compiled from Ministry of Finance, Annual Reports, 
for closed accounts and Ministry of Finance, Gener­
al Budget Law, for estimates. 

NOTE: Fiscal years 1950/51 through 1954/55 show actual sur­
pluses or deficits while fiscal years 1955/56 and 
1956/57 are estimates. 

aReported surplus at beginning of 1950/51 was JD 1,178,366 
but this figure d id not take acoo unt of a deficit in the West 
Jordan budget of the preceding year of JD 44,186 tbat was met 
later from Reserves which meant tha.t effeôtive Reserves at be­
ginning of 1950/51 were only JD 1,134,180. 

bThis surplus was the result partly of a carry over of 
JD 511,000 being the unspent portion of the one million dinar 
British loan in 1950 for development purposes. 

Changes in the Reserve Fund do not necessarily t ally 

with the cash and bank balances of the Treasury. The first 

reason for this irregularity, as already mentioned, is that the 

closing Df accounts are delayed six months after the end of the 

fiscal year. The second reaaon is that the Government conducta 

numerous below-the-line transactions comprising the deposit or 

withdrawal of funds by third parties, proviaional inter-depart-

mental loans and certain minor receipts and expenditures 

recorded temporarily below-the-line pending final posting to 
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budgetary accounts. Such a descrepancy between the Reserve 

Fund and the cash and bank balances of the Treasury has 

greatly reduced the usefulness of the Fund as a tool in Treas­

ury management. The cash position of the Government has been 

as follows {as reported by Ministry of Financ~: 

D. Public Debt 

June 1954 
June 1955 
June 1956 
Dec. 1956 
July 1957 

JD 2~ 24 
JD 3~ 25 
JD 5~16 
JD 5~28 
JD 6.37 

million 
Million 
million 
million 
million 

Jo~dan•s public debt is entirely external and is beld 

by Britain. The total public debt outstanding as of March 31, 

1957 (in table 3) amount to JD 7.97 million and is expected to 

increase as new borrowinga are made for development. Except 

for the special loan of JD 500,000 in 1951 all of the loans 

are interest free and all are for development. The special loan 

of JD 500,000 was debited to Jordan under a general settlement 

of financial matters outstand1ng at the termination of the man­

date over Palest1ne on May 15, 1948. The financial agreement 

covering this matter was signed between Jordan and Britain on 

May 1, 1951. 1 This loan carries a 1 percent interest rate 

and is repayable in 15 semi-annual instalments beginning with 

June 1954. The Government, however, bas not met any instal­

ments to date. 

1official Gazette, No.l063, 1951. The original debt 
resulting from this settlement was one million sterling of 
which half a million sterling was discharged from Jordan's 
share of the surplus of the Palestine Currency Board. 



Amount of Debt 
in JD Million 

1~0 
0.5 

1~5 
0~5 
1~6 
1.75 
1.1~ 
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TABLE 3 

JORDAN PUBLIC DEBT 

Date of 
Tra.nsfer 

1950 
1 May 1951 

1952-1953 
1953-1954 
1954-1955 
1955-1956 
1956-1957 

Due Date 

Not specified 
First !natal­
ment June 1954 

(In 15 equal an­
(nual instalœnts 
(star:ting seven 
(years after 
(p;ra.nting of Joan 

Interest Ra te 

free 
1% 
free 
free 
free 
free 
free 

SOURCE: Compiled from Ministry of Finance, Annual Reports, 

NOTE: Except for first two loans, actual transfera are 
effected as need arises. 

arn 1956-1957, Britain made available JD 2.25 mil­
lion but only JD 1.12 million were spent by end of finan­
cial yea r. 

S ince the loans are in sterling, Jordan ras been a ble 

to utilize the proceeds for payment of importa; and with the 

proceeds in local currency, it has been able to increase expend-

iture on development. Repayment of any of the preceding loans 

is not foreseeable, at least in the ~aiiate future. Jordan's 

needs for additional developmental loans are enormous and tbese 

will have to come largely from abroad. 

The Government bas negotiated a commercial loan of 

JD 450,000 from a Belgian company in the form of rolling stock 

for the Hejaz Hailway. This loan will be repaid in 10 equa1 

instalments beginning March 1, 1957. 
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In addition,there is an indirect public debt in the 

form of loans to municipalities extended by the Ottoman Bank 

with Government guarantee. On March :31, 1955, outstanding 

loans amounted to JD 4:36,892 plus JD 252,049 representing 

outstanding drawing rights. 1 

The external public debt should be considered against 

the country's holdings of foreign excbange as reflected in 

the Balance of Payments, 2 as well as otber financial assets 

auch as the Governments cash position given earlier. 

Foreign exchange holdings, exclusive of currency cover have 

increased as follows: 

SOURCE: 

by the 

End of Calendar Year 

1951 
1952 
195:3 
1954 
1955 

JD Million 

2.275 
:3~ 506 
4.808 
6.098a 
7. 588 

R. s. Porter, Jordan Balance of Pa~ments ·1954, 
(British Middle East Office, Belrut 1955,. · 
Figure for 1955 is from table 12 Cbapter I. 

aincludes JD · 0.67 million of foreign exchange held 
Cereals Board. 

liBRD, The Economie Developmènt of Jord!n (draft 
under publication) 1956, Vol.III. pp. 477-478. 

%ee table 12 Cbapter I. 



CHAPTER N 

THE REGUIAR MINISTRIES BUDGET - PART I 

A. Receipts 

Receipts under the Regular Ministries Budget consist 

chiefly of indirect taxes which usually account for approximately 

one-half of total receipts; direct taxes account for about 12 

percent. 

The high proportion of indirect taxes can be attributed 

to the fact tbat they are much easier to collect. In Jordan, 

as :In other under-developed countries, there is a reluctance 

on the part of the local population to pay direct taxes. 

Further, the lack of adequate financial records by private 

businesses, randers difficult an accurate assessment of taxes, 

and the administrative problems of collecting taxes under such 

con di tioll:! are very great. Income tax officiels expressed the 

opinion that businesses pay about 70 percent and salaried 

people 90 percent of the taxes which they should pay. 

Table I shows that the proportion of indirect taxes to 

total receipts bas been rising in recent years whereas the 

proportion of direct taxes was actually falling. Thus in 

1954/55, indirect taxes rose by 0.5 percent over the previous 

year while direct taxes fell by 1.6 percent. The estimates 

for the two following years indicate an even greater spread. 

Since the indirect taxes are levied moRtly on commodities for 

general consumption , the system tends to be regressive. 
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An administrative difficulty arose from the annexation 

on April 24, 1950 of West Jordan which bad a different tax 

structure tban East Jordan. Taxes in West Jordan were generally 

on a much higher level than those of East Jordan since West 

Jordan as pa~t of Palestine enjoyed a much higher pe r c~pita 

income. The budgets for West Jordan and East Jordan were 

consolidated beginning in 1951/52; and since then unified tax 

laws have been developed gradually for the entire country. 

1. Direct Taxes 

This section prAsents a description of the various direct 

taxes contained in table 2. 

(a) Income Tax:1 

The income tax is the most important of all direct 

taxes accounting for 38 percent of direct taxes in 1954/55. 

Annual fluctuations in the yield of this tax probably reflect 

efficiency of tax collections as much as, or more than, annual 

changes in the national income. The new income tax law No.l2 

of 1954 replaced that of 19512 and provides for the taxation of 

income of persons accruing in or derived from Jordan. Persona 

in this context include individuals, societies and companies 

whether limited or otherwise. The new scale is slightly lower 

than the previous one, a fact which may explain the slightly 

lower yields in 1954/55 and expected yields in 1955/56, and 

1956/57. It is always possible, however, that the yield effect 

1official Gazette No.ll77, April 3, 1954. 

2rhe fir.st incame tax law was imposed in 1933 on wa~es 
and salaries only. This was supplemented beginning April l,i945 
by a tax levied on income and profits from businesses, profes­
sions and ether occupations in Transjordan. See Chapter I,p.61. 
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of thenew scale may be more than offset by other factors auch 

as higher incomes or efficient collection. The law makes no 

differentiation between different sources of income so that the 

taxapplies to the aggregate income from all sources (with certain 

exemptions) •. The tax is levied on aggregate incarne or profits 

from any trade or profession, salaries and wages, rent of lands 

and buildings, dividends, interest or discounts, and sums real­

ized under insuiance against a losa of profits. 

In calculating the net income certain deductions from the 

gross incorr1.e of the above sources are allowed, as follows: 

interest paid on capital used in producing the income; rent paid 

on buildings and lands used in producing the income; the net 

value of replaced machinery; bad debts; sums paid by the em­

ployer to a provident, saving or pension fund; depreciation 

charges at p:rescribed rates on factories, buildings, machinery, 

equipment and furniture; other taxes with the exception of the 

and expenditures on the repair 

of factory buildings, rnachinery and equipment. 

The income tax is levied on total annual incarne from 

all sources with a special provision for income of companies 

at the following rat es: 

5% on the first JD 400 of taxable income 
7% tf Il iiext JD 400 " " tf 

10% " " " JD 400 " " n 

15% n If " JD 400 " • " 20% " " If JD 400 • " If 

26% • " Il JD 400 " • rr 

32% " If " JD 400 " n n 

40% n If 1'1 JD 400 If " " 
Und er the inco:rœ ta x law, a flat rate of 25 percent 

of taxable income is levied on campanies. 
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Exemot from the tax are his Majesty the King, reli­

gions and educa tional institut ions, diploma. tic personnel of 

foreign countries on a reciprocal basis, cooperative societies, 

income derived from agriculture and animal husbandry, and im~ 

come of Arab airway companies provided there are reciprocal 

arrangements. Non-taxable deductions from gross income are 

provided at the rate of JD 250 for a residence, JD lOO for the 

wife and JD 25, JD 20, JD 15 and JD 10 for the first, second 

third and fourth child respectively if they were below 20 years 

of age. Education allowances are per.mitted at the rate of 

JD 200 for each student at the university level. Other deduc­

tions include a maximum of JD 150 for life insurance or contri-

butions to aoproved pensions or provident funds, and all contri-

butions to charitable institutions. 

The family allowances, in affect, exempt a great number 

of the s emi-skilled and unskilled labour folllrce from income 

tax. According to a wage survey conducted in 1954 by the Econ­

omie Planning Unit of the Ministry of Economy, the average wage 

of an unskilled labourer was JD 75 per year while tbat of a 

semi-skilled labourer was JD 145 per year.l Both these wage 

levels are below the family exemption limit provided by the law. 

The total amount of 1ncome tax owed by an individual to 

the Government is arrived at by the precéding for.mulà. If an 

individ œl has al ready pa id tax under the Urban Building and 

Land tax (as described below) on income derived from rent of 

1 These figures obtained in March 1956 are · provisional. 
This wage survey has, however, not been published. 
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urban building and lands, he may deduct the amount of rent tax 

already paid from the total amount due under the income tax 

law in order to avold double taxation on the rent portion of 

his income. Further, an individual who owns shares in a com­

pany is allowed to deduct from the total income tax owed the 

amount of tax paid at the 25 percent rate by the company on his 

shares or have the excess refunded. In this mannar double 

taxation of dividends is avoided. 

(b) l Urban Buildings and Lands Tax. 

This is a tax on buildings and lands property within 

Municipal Areas and areas organized by Local Councils. Accord-

ing to law No.ll of 1954, replacing that of 1951, the tax is 

levied on the p roprietor at the ra te of 10 percent of the 

assessed annual net rental value of buildings and surrounding 

yards, and 5 percent of the a ssessed annual net rent al value 

of lands other than yards. 2 To arrive at the annual net rental 

value of buildings, a depreciation charge of 20 percent of ~he 

annual gross rental value is allowed. The annual net rental 

lnfficial Gazette No.ll77, April 3, 1954. 
2
Buildings within the walls of the city of Jerusalem are 

exempt from this tax but pay the Municipal tax on buildings and 
lands. The previous tax of 1951 imposed a different ial t ax 
rate according to- whether the property was leased or occupied 
by the proprietor. Thus the tax rate was 8 percent of the an­
nual net rental value if the building was rented, and 6 per­
cent if·it was partly rented and partly occupied by the pro­
prietor, and 4 percent if it was solely occupied by the pro­
prietor. Buildings used as facto ries pa id a ra te of 10 percent 
but were exempt from the tax for the first three years. 



- 90 -

value of lands other than yards is calculated on the basis of 

6 percent of the market value of the land. Buildings and lands 

which are occupied by proprietors or are leased free of charge 

are subject also to this tax. In the latter case the annual 

net rental value is assessed by a committee appointed by the 

Minister of Finance. Rent earned by the proprietor is consider­

ed as income and is taxable in accordance with the income tax 

law exolained above after deducting any taxes collected under 

the buildmgs andland tax law. 

The buildings and lands tax would have been regres­

sive if incomes from rents were not taxable in a~~ordance with 

the incarne tax law. As table 2 indicates, returns from the 

buildings and lands tax have been incre~èing ever,r year in both 

absolute and relative amounts, a ralection of the construction 

boom, the higher rents and relatively higher tax rates. In 

1954/55, JD 168,617 were collected as compared with JD 104,944 

in 1951/52, an increase of 61 percent. 

'(.c) Agricultural Land Tax. 

This tax is on agricultural land in rural areas. Until 

the end of March 1955, East Jordan and West Jordan bad differ­

ent laws. West Jordan followed the Rural Property Tax Law 

of 1942 under which agricultmral land was divided into 16 

categories according to fertility. Three categories were exempt 

from the tax; the other 13 categories paid a rate ranging 

between 4 and 70 fils per dunum whether the land was cultivated 

or not. 
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In East Jordan law No.39 of 19461 was in force until the 

end of March 1955. It aoplied only to those areas of East Jordan 

where land settlement was completed. 2 Unsettled areas paid 

and still pay (even after the law of April 1, 1955) the uni-

fied tax or the tithe as the case may be. 3 But as table 2 

shows thei r yield is ins ignificant. Und er the law of 1946, 

all agricultural lands were subject to a 6 percent tax on the 

assessed annual yield of the land. Land planted with fruit 

trees paid an additional tax over ànd above the 6 percent tax 

varying with the kind of fruit grown as follows: 

Kind of fruit trees Tax rate in fils per dunum 

Bananas 400 
Bananas (irrigated by 

motor pu.m.p) 300 
Citrus 300 
Olives lOO 
Other fruit (irrigated) 200 
Other fruit (non-irri-

~ated) lOO 
Palm lOO 
Granes 40 

The tax was assessed by a Special Committee, appointed 

by the Director of the Lands and Survey Department, bei'ore the 

lofficial Gaxette No.aao, 25 December 1946. This t ax 
replaced the land tax of 1933, the unified tax of 1932 and the 
tithe tax of 1933. 

2Land settlement bas been achieved in almost all culti­
vable areas in both East anà West Jordan. 

3The unified tax is app1ied to certain parts of the 
Karak district and the Beni-Hassan tribe where land settlement 
is still incomplete. The tax is imposed as a lump sum by the 
Mi nister of Finance. A committee of fbur sheikhs .. is aopô ointed 
to apportion the tax on a pro rata basis amongst land owne rs. 
The tithe tax is anplied to unsettled areas other than the 
Kart;k district and the Beni-Hassan tribe, the tithe is 1evied 
at the rate of 10 percent of the assessed crop value avery year. 
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harvest. The tax valuation lista were dispatched to the high-

est administrative officers in the various districts for collec­

tion. The date of collection and the mannar of pevment (whether 

by instalments or not) was determined by the Council of Minis­

tara. In many instances the Council of Ministera permitted the 

payment of .the land tax by instalments over a period of six months. 

If the actual value of the crop turned out to be lower thant he 

assessed value, the Council of Ministers would reduce the 

levied tax. The Councilof Ministers exercised its right to 

exempt in years of crop failure (as in 1950/5!) any plot of 

land or district from paving the tax. 

Land planted wi th fruit trees were exempt in the ini­

tial stage of planting from the additional tax or both the addit­

ional and the land tax. The amount and the period of tax 

exemption depended upon the kind of fruit trees. 

Effective April 1, 1955 a new Land Tax law No.30 of 

19551 replaced both the Rural Property Tax Law of 1942 of West 

Jordan and the Land Tax of 1946 of East Jordan. The new tax 

is levied on settled agricultural lands 2 and on industriel 

buildings in rural areas. Lands have been classified for the 

purpose of the tax into eleven categories and taxed at the 

following rates: 

lofficial Gaxette No.l226, 16 May 1955. 

2 The tenn "lands• in this context includes all immovable 
property except industrial buildings. 
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Category 
of Land Description 

1 
2 
3 

Land planted with banana 
Land plante d w ith citrus 
Land planted with other fruit 

(a) irrigayed 
(b) unirrigated 

Fi rst gre.de, · gravi ty irriga ted land 
Second grade, pump irrigated land 
First grade, unirrigated land 
Second grade, unirrigated land 
Third grade, unirrigated land 
Wourth grade, unirrigated land 
Village built up area 

Annual ra te in 
fils per dunum 

400 
300 

?0 
35 
70 
35 
30 
20 
10 

4 
5 
6 
? 
A 
9 
10 
11 Forests, roads and other public lands 

5 
Exempt 
Exempt 

A supplementary rural property tax on industrial build­

ings is levied at the rate of 5 percent of the assessed annual 

net rental value. Industrial buildings with an annual net 

rental value of JD 30 or less are exempt. 

With this larger land classification which reflects 

incarne per dunum the new tax appears to be less regressive than 

the previous one of East Jordan. It would still be desirable from 

the point of view of equity to subject a~ricultura.l income to the 

income tax law. This will nature.lly affect the large earners 

since the small farmers would natura.lly benefit from the various 

allowances provided for the lower income bra.cket. The new 

Agricultural Land Tax has, nevertheless, one significant advan-

tage. Wha tever its inëidence, it will encourage land owners 

to put their land to its fullest use so as to derive maximum 

income after taking account of the tax. 

Since barvests and pri ees fluctuate greatly from year 

to yea r, revenue from the Land Tax (both the old one and the new) 
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varies ~reatly from one year to the next. In 1954/55, a year 

of good crop, the revenue was JD 152,600 as against JD 94,802 

in 1951/52 a year of crop fa ilure. 1 

(d) Animal Tax: 

This ta x is pa id by the owne rs of lives tock in a eco rd­

ance with law No.5 of 1952,
2 

which replaced that of 1951. 

The rates are as follows: 

Item 

Camels 
Oxen 
Cows 
Sheep 
Goats 
Pip;s 

Annuel tax rate 
fils per head 

200 
200 
200 
120 
120 
200 

Oxen used for ploughing, livestock born during the year 

of counting, and livestock imported after the counting are all 

exempt from this tax. Proceeds of this tax fluctuate widely, 

as the number of livestock varies greatly f~m year to year 

depending upon weather conditions and priees. In 1954/55, the 

revenue was JD 132,521 as a gainst JD 108,751 in 1951/52, an 

increase of about 22 percent. These yields are believed to be 

below what they should be. Because of the difficulties en­

count ered in assess ing the Animal Tax and the g r ea t poss ibili ty 

of evasion, bonuses or rewards are granted to those who help in 

assessing and c ollect ing i t. Rewa rds are also granted to tho se 

who notify the authorities of untaxed livestock. 

1rt should be noted that the fiscal year does not quite 
correspond wi th the crop year. The c rop years correspondin~ 
more or l e sa to the fiscè.l ye ars referred to above are 1953/54 
and 1950/51 re spectively. .. _ _ 

20fficial Gazette, No.llOO, December 16, 1952. The pre­
vious Animal Tax Law No.42 of 1951 is published in Official 
Gazette No.l057, March 1, 1951. 
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(e) Social Services Taxl: 

This is a new tax law No.89 of 1953 put into affect 

beginn :Lng with the fiscal year 1954/55. I :t replaced the Zakat 
2 

Impos·t of 1944 which was collected from Moslems only. 

The proceeds of the Social Services Tax are earmarked 

for the following purposes: charity; aid to mosques and 

churches; expansion of fundamental education; establishment 

of old age centres; and the establishment of orphana Ge and 

reformatory centres. This taxis in the fonn of a surtax and is 

collected from the following sources at rates in most cases 
2 lower tpan those specified in the original Zakat Impo~t: 

On every sheep or goat on which animal tax 
is collected, 5 fils per year: 

On every camel or cow on which animal tax 
is collected, 20 fils per year: 

5 . percent of land tax and unified tax: 

0.5percent of value of imports subject to 
eus toms dut y: 

10 percent of income tax. 

Tn 1954/55, the yea r in which the law was put into 

effect, JD 90,611 were collected on the basis of the above rates. 

1official Gazette No.ll64, December · l6, 1953 and amend­
ment s in Official Gazette No.ll79, April 17, 1954. 

2The former Zaka t ra tes were: 10 fils per head on 
sheep and goats and 50 fils pèr head on cows and camels, · which 
are lia ble for the animal tax; 2. 5%' of the incarne tax; o. 5% 
of the value of dutiable importa; and 10% of l and tax; accord­
ing to Official Gazette No.810, December 9, 1914. Revenues 
from the Zakat I mpos' t were not i ncluded in the Budget. 
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2. Indire~t Taxes 

Indirect taxes are the most prolific source of Govern­

ment revenue. Table 3 shows that the proportion of indirect 

taxes to total domestic receipts was 50.5 percent, a ratio 

higher than in any previous year. The trend seems to indicate 

that their importance as a source of revenue is even growing. 

The reasons for the Government 1 s recourse to indirect taxa-

tion is two fold. First, they are easi~r to assess and col-

lect. Second, they offer the least irritation as far as pub­

lic sentiment is concerned. The most important indirect taxes 

are: Customs Duties; Air F1orce Tax; Excise Duties; Revenue 

Stamp Tax; and the National Gua~d Tax; all of these taxes are 

described below. 

~) Customs Duties: CuRtoms Duties are the largest single 

domestic source of Government revenues. Of total indirect 

taxes, Customs Duties accounted for 59 percent in 1951/52; 

57 percent in 1952/53; and 60 percent in each of 1953/54 and 

1954/55. This high ratio will almost certainly continue at 

least in the immediate future. As compared with tota 1 domestic 

revenues in 1954/55, Customs Duties accounted for 30.4 percent. 

Tariff rates were completely revised and put into force 

in February 1954.1 In February 1955, many !ariff rates were 

1official Gazette No.ll70, February 1, 1954. Prior to 
this, the Tariff Law of 1936 prevailed; this was based on the 
League of Nations Standardized Nomenclature. It consisted of 
554 items and sub-items of which 308 were ad valorem rates of 
duty and 171 specifie rates; the r "' st were items free of lm­
port duty subject to certain conditions. See A.Konikoff, 
Transjordan: An Economie Survey (Jerusalem 1946) p.92. 
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raised by 5 to 10 percent over the original rate on commodities 

that were either canpetitive with local industries or tbat were 

considered as luxuries. Most of the rates are ad valorem and 

theyaverage about 20 percent of the CIF value of the imported 

goods. Sorne essential goods, such as agricultural and indust-

rial machinery, live animals, raw materials, fuel oils, ferti-

lizers, insecticides etc., are exempt from duty. On the ether 

band, luxuries, such as passenger cars, alcoholic beverages, 

weapons and certain textiles were subjected to high tariffs 

between 25 and 3 5 percent. High tariff rates were also imposed 

on certain vegetables and fruit (fresh and canned) to protect 

local production. Raw tobacco and manufactured tobacco are 

subject to relatively high specifie duties for both protective 

and revenue purposes. Tobacco leaf pays JD 1 per kilogram. 

Alcoholic beverages are also subject to a specifie duty ranging 

between 40 fils per liter on beer to 400 fils per liter on 

whiskey. The higher tariff rates are e xpected to yield in­

cre asing revenues from 1955/56 as compared with earlier years. 

Preferentiel rates are granted to the Arab countries members of 

the A rab League who have ra tified both the In ter-A rab Trade and 

Transit Agreement and the InterJ~rab Movement of Capital 

Agreemen t.l 

1 
See Chapter I pp. 37-39 for a discussion of these 

Agreements as well as ether preferential bilateral agree­
ments between Jordan and sorne A rab c ountries. 
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Broadly speakingthe tariff rates proper are less regre­

ssive than might aopear at first glanee. First, the staple 

comrnodities consumed by the poor are eithe r eus toms f ree or 

bear a low tariff. For example, wheat, barley, dates and live­

stock are duty free; rice is sub ject to a 5 percent rate; and 

tea, coffee and sugar have relatively moderate rates (11-12 per­

cent). Second, relatively high tariffs are imposed on luxu­

ries which are much too expansive to be bought by the poor. 

Furthermore, it rnight be argued that protective tariffs assist 

the poor since they assist home industries and, therefore, 

increase employment and the income of wage earners. 

However, wbat makes the import duties unduly excessive 

are the host of additional surcharges under various taxes as 

well as certain import fees described presently. In addi-

tion to the regular tariff duties, all importa pay an extra 

duty of 2 percent which is recorded in the Budget (see table 3) 

under "Extra duty on importa". 

(b) Air Force Tax:l The original purpose of imposing this 

surtax was to finance the Jordan Royal Air F'orce. Receipt s 

from this surtax were recorded separately as a deposit for the 

Arab Legion Air Force. But beginning with 1953/54, the Arab 

Legion Air Force account was transferred from the Regular 

Ministries Budget to the Military Budget and until March 31, 

1957, was being financed by grants from Britain. 2 The tax 

lofficial Gazette No.944, May 15, 1948. 

2 
See Chapter V l:p. 131-135. 
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itself was continued as an important source of domestic revenue. 

In 1954/55, revenue from this tax amounted to JD 649,409 or 

17 percent of total indirect taxes. According to regulation No.2 

of 19501 the Air Force Tax is collected from various sources as 

a surtax at the following rates: 

(1) 1 percent of the FOB ~ua of exporta; 

(2) 2 percent of the CIF vàue of importa (since Pebrœ.ry 1, 
1955 imports of A rab origin pav 1 percent while othe r 
importa pay 2. 5 percent); 

(3) 20 percent of excise duty on tobacco; 

(4) 20 percent of excise duty on alcoholic beverages; 

(5) 20 percent customs duties according to tariff rate on 
all kinds of alcoholic beverages, tobacco and matches; 

(6) 10 percent of customs duties according to tariff rate on 
kerosene and benzine; 

(7) A surtax on telephones; 

(8) Certain other specified taxes; 

(c) Excise Duties: are collected on locally (but not imported 

products, as these are subject to customs duties) manufactured 

tobacco, alcohol, alcoholic beverages, matches, cigarettes and 

salt, at rates which are naturally lower than customs duties on 

simila r imported goods; 

In 1954/55, excise duties eollected amount ed to JD 242,179 

of which le vies on tobacco ( including ci ga ret tes) accoun ted for 

90 percent of this total. The rates were as follows: 

1 
Official Gazette No.l023, March 1, 1950. 



Item 

Cigarettes 
eut tobacco 
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Arak and Cognac (lOO GayLussac 
at 15° Centigrade) 

Wine containing 25 percent aloohol 
Pure alcohol (lOO Gaynussac at 1.5lC) 
Methyl alcohol (not less tban 

85 Gayliussac) 
Alcohol (lOO GayLussac)transported 

from an alcohol factory to an al­
coholic beverage factory 

Matches (in boxes not exceeding 
10,000 matches) 

Matches (in boxes exceeding 
10,000 matches) 

Salt 

Ta x 

500 
350 

56 
10 
50 

10 

10 

lOO 

lOO 

l 

rate 

fils per l k t l0gram 
fils per l kilogram 

fils per li ter 
fils per liter 
fils per liter 

fils per liter 

fils pe r liter 

fils per box 

fils for each addi-
tional 10,000 matches 
fils per kilogram 

(d) Revenue Stamp Tax. This tax is levied under law No.27 

of 1952 1- which replaced tbs.t of 1951. It is levied by 

fixing revenue stamps on certain documents and statements listed 

in the law. To avoid their re-use, stamps fixed on documents 

must be ca ncelled either by signature or by some other cros­

sing. Non-cancellation of revenue stamps is penalized by law. 

The pe rson liable for the dut y is the one \\ho pre pa res the docu­

ment unless it is prepa r ed by a government department in which 

case the duty falls on the beneficiary. A penalty charge of 

five times the original stamp tax i s imposed when documents, 

subject to stamp tax, are discovered without the appropriate 

stamp being af fixed. Such documents without stamp tax are not 

legal evidence in any court except criminal courts. The stamp 

l 
Official Gaze.tte No.ll05, April l ô, 1952. The re are 

two ame ndmen ts to t his l a w publis hed in Off i cial Gazette 
Nos . 1130 and 1158 , Janua ry 1, 1953 a nd July 1 , - 1 953 respectively. 
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tax is either proportional to the amount mentioned in the 

document or a flat rate soecified in the law. The proceeds 

of this tax are relatively low because of the low rates and 

their frequent evasions. However, since the enactment of the 

National Guard Tax law (below) the Revenue Stamp 'l1aX was 

raised by 50 percent. 

(e} National Guard Tax. This is a new tax, effective since 

December 16, 1954, to raise funds for the National Guard. 

Under the National Guard tax law No.33 of 1954 and its amend­

ments1, the taxis collected from various sources at the 

following rates: 

JD 1 on every ton of cement produced by the Jordan Cement Fac­
tories Limited. 

50% of revenue stamp tax to be added on all documents and 
statements in accordance with the revenue stamp tax law 
mentioned above. The Arab Legion is, however, exempted 
from this obligation. From both this additional levy 
and that collected from the revenue stamp t a.x. law, 30% 
is allotted to the National Guard. 

A levy on cigarettes: 10 fils on every box of 20 cigarettes 
the retail priee of which is over 50 fils; 4 fils on every 
box of 20 cigarettes the retail priee of which is between 
40 arld 50 fils. 

A levy on tombac: 10 fils on every packet weighing over 30 
grams 5 fils on every paclœt weighing 30 grams and lower. 

A levy on alcoholic beverages both locally produced and import­
ed: 20 fils on every large bottle of local beer or wine; 
30 fils on all other locally produced alcoholic beverages. 
20 fils on every large bottle of imported beer; 
lOO fils on aU otber impor ted alcoholic beverages that pa y 
customs duty. 

1 
'l'he original law is published in Official Gazette No.l205, 

December 16, 1954. The most important amendment is published 
in Official Gazette No.l223 supplement 1, April 3, 1955. 
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The National Guard tax receipts appear under the Regular 

fv~ inistries budget; and must be spent on the National Guard which 

appears in the Iviilitary Part 2 of the General Budget. An analy­

sis of retail priees of commod.ities subject to the National 

Guard tax reveals that the retail priee has risen by the full 

a.mount of the tax. If demand s hould P,rove to be fairly in­

elastic as it probably is for most of tbese commodities (at 

least within these priee ranges) then quantity sold will not 

be appreciably affected. 

3. Feesl 

Fees are levied for services rendered by the Govern-

ment and constitute a relatively small proportion of total 

receipts. In 1954/55, total fees collected amounted to JD 752,217 

or 10 percent of total domestic receipts (see table I). 

heceipts from fees are not e xpected to vary a great deal; a 

slight increase is expected in 1955/56 and 1956/57. The most 

important fees are: import and currency licences fees; court 

fees; trade licence fees; other licences fees; land registra-

tien fees. Table 4 shows revenues from main fees. 

(a) Import and Currency Licences Fees: This constitutes an imp­

èrtant proportion of fee collections amounting to JD 214,481 

in 1954/55, i.e. almost 28 percent of total fees. Since importa 

in Jordan a re restricted, an import and currency licence must be 

procu:red for importing goods into the country. 2 Originally 

1some fees could very well be classified as indirect t 'axes. 

2see Chapter I pp. 35-37. 
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such licences were subject to a fee of 2 percent of CIF value 

of goods imported from soft currency areas (e.g. sterling bloc) 

and a 6 percent of CIF value of goods from hard currency areas 

(e.g. u.s.). From 5 July 1954, discriminatory fees were 

abolished and all licences were subject to a 2 percent fee. 

But these fees were again revised in February 1855. Accord­

ing to defence regulation No.l for 19551 an import and cur-

rency licence fee of 5 percent of GIF value of imported goods 

is levied on every licence issued which also entitleà the 

importer to obtain foreign exchange ether than currencies of 

Arab States. 2 Importa madè without a currency licence and 

importa from Arab States are subject to a fee of 2 percent of 

GIF value of goods. 2 In 1956, _these fees were lowered from 

5 to 4 percent and from 2 to ~.5 percent.l This accounts for 

the expected drop of revenues from JD 410,000 in 1955/56 to 

JD 252,000 in 1956/57. 

Goods exempt from eus toms dut ies a re also exempt from 

the Import and Currency licence fees. 

(b) Court Fees: These include fees collected from actions 

before civil courts, religious courts and land courts. The 

fee collected by the court is a percentage of the disputed 

value. Court fees collected in 1954/55 amounted to JD 97,736 

or 13 percent of total fees. 

1see Chapter I, pp. 35-37 • 
2Amendments in the conditions of the licence after its 

issue are subject to a fee of JD 4.- while the renewal of the 
licence is subject to a half percent fee of value to be 
renewed. 
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(c) T~ades Licences Fees: According to the Trades Licences 

Law No.l4 of 19521 no person is permitted to practice a 

trade unless he obtains a trade licence. The licence is for 

one year beginning April 1. The fee paid for the trade licence 

depends on various factors including the kind of business, the 

capital invested, the number of employees and the type of mech-

anical equipment used. Banks for example with a capital ex-

ceeding JD 25,000 pay JD 500 annually for a trade licence. 

In the towns of Nablus and Irbid the fee is one half that of 

Amman, while in ether towns it is one third. Sorne trades like 

farmers, fishermen and employees, are exempt. 

(d) Other Licences Fees: In addition to the Trades Licences 

fees, the government collecta annual fees for the privilege 

of practis :ing certain professions like medicine and pharmacy. 

Lawyers used to pay such fees but from 1953/54 they a re pav-ing 

the fee to their syndicate. Similarly, from 1955/56, medical 

doctors and pharmacists pay their fees to their respective 

syndicates. However, these professionalfees have always 

yielded an insignificant revenue. 

Fees are also collected annually for the privilege 

of ma nufacturing and of selling tobacco, ·cigarettes, and alco­

holic beverages. Revenue from these fees are minor; in 1954/55 

they totalled only JD 8,777. 

Vehicle fees are paid for registration, ownership, 

driving and inspection of all kinds of vehicles. The rates 

vary with the capacity and horsepower of the vehicle. In 

10fficial Gazette No.llOl, March 1, 1952. 
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1954/55, fees co1lected for this purpose totalled JD 55,959. 

(e) Land Registration Fees: These are levied as a percentage of 

capital values on transactions in r eal estate. The rates are 

as follows: new registration of land 2 percent; registration 

of sale or exchange 3 percent; transfer to heirs 2 percent; 

registration of mortgage, lease and rent titles 0.5 percent. 

Revenues from land registration have been steadily increasing, 

a reflection of the rising value of land specially in Amman 

and of increased speculation in land. In 1954/55, land regis­

tration fees collected amounted to JD 87,657 the highese yield 

as compared with the four earlier years. 

(f) Passport fees: This is another fairly important source 

of revenue. Jordanian citizens have to pa:v a fee for procurlng 

a passport or for renewing it. At present not many citizens 

have passports since they do not travel. But as the country 

advances economically and people 1 s income rise, the demand for 

passports will expand with the consequent rise in the yield 

from passport fees. In 1954/55, JD 51,692 were collected. 

4. Miscellaneous Receipts: 

Miscellaneous Receipts include a wide range of items 

su ch as receipts from public en te rprises (like the Pos ts, Tele­

phones and Telegraphs); from new enterprises in which the Govern­

ment bas participated (like the Cement Co. and The Phosphate 

Co.); from various oil royalties; from in te rest on Government 

deposit accounts with the banks; and from profits derived by 

investing the currency cover in British securities. Receipts 

from all these items accounted for 28 percent of total domes-

tic receipts in 1954/55. Receipts from public enterprises 
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amounted to JD 515,513 in 1954/55 which is 6.8 percent of total 

domestic receipts. Receipts frorr. oil royalties amounted to 

JD 767,485 in 1954/55 or 10.2 percent of total domestic re-

ce ipts. This income from oil royalties incl :.tdes a non-recur-

• rent payment of JD 402,106 as explained below and will there-

fore drop in future yea rs if no oil is discovered. 

Sorne of the significant items unde r Miscellaneous 

Receipts (see table 5) are discussed below. 

(a) Fines and Confiscations: Most of this revenue item is 

derived from fines imposed on imports without an exchange 

permit. The system was established in May 1950 and accord­

ingly importera were allowed to import without an exchange 

permit, subject to payment of a fine that varied according to 

the nature of the commodity and the source of importa, the 

fine being highest on luxury items from mrd currency countries. 1 

This peculiar system was abolished after February 1, 1955 and 

re1i enues und er this heading are expected to decrease from 

JD 279,281 in 1954/55 to an estimated JD 70,000 in 1955fo6 

and later years. 

(b) Interest on Government Bank Account: The Treasury main­

tains a deposit accoui. t with thrce banks and the interest 

receipts amo:mted to JD 35,900 in 1954/ 55. The distribution 

of the accounts are as follows: Ottoman Bank, JD 1 million at 

2.5 percent per annum deposited at 21 days notice; the Arab 

Bank JD 100,000 and the British Bank JD 100,000 both at 3 per-

cent per annum deposited for six months or more. Also the 

Government maintains a current account with the Ottoman Bank 

loee Chapter I pp. 35-36 
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which is the Government's Bank. 

(c) Pensions Fund: This represents the contributions of 

Government employees who pay 7 percent of their basic salary 

to this fund. Recepients of pensions also pay 5 percent of 

their pension receipts to this fund. Government payment to 

pensioners appear on the expenditure side of the Regular Min­

istries Budget as 11Expenditure on Administration". Expendi­

tures on pensions and gratuities in 1954/55 amounted to 

JD 53,568 as against receipts from employees of JD 57,546 in 

that year. Estimates for 1956/57 show an expected increase 

of pension receipts almost three times that of 1954/55. The 

resson for this is the expected application of the new schema 

for job classification which combines the basic salary with 

the cost-of-living allowances. But this arrangêment bas not 

been implemented yet. 

(d) Reimbursement for Services to Military Unitsj This 

receipt appears only in 1953/54 and 1954/55 and is shown as a 

payment to the govemment for services rendered to the mili­

tary units. In ~act it is a disguised aid from Britain to cover 

a would be deficit in the Regular Ministries Budget at that 

time. The sum of JD 173,345 shown here for each of these 

two years ia part of an additional contribut ion of JD 750,000 

gran te d t o the milita ry uni ts •1 

(e) Oil Royalties from Tapline: This royalty is paid for the 

passage of crude oil in pipe linas across Jordanian territory. 

According to the agreement signed on June 5, 1952, Tapline 

undertook to pay Jordan a fixed yearly sum of u.s. $600,000 

1see Cbaoter V, table I p. 135. 
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in equal semi-annual inst~lments on June 30 and December 31. 

The large r sum paid in 1952/53 was caused by the payment of 

sorne arrears. Apart from the U.S. $600,000 royalty, Tanline 

undertook also to make available to the government, at an agreed 

npon priee, 200,000 tons annua11y of crude oi1. Unli1 now, 

only a small part of this quantity has been utilized by the 

Jordan Cement Company and is paid for by the government on 

beha1f of the CompRny. More of the crude oil al1otment will 

be utilized if the proposed government oil refinery is con-

structed. 

(f) Roya~ty from Pet rolAum Development Ltd: This company is 

a subsidiary of !PC (Iraq Petro1eum Company). It posessed 

a blanket concession dated May 10, 1947 to prospect for oil 

in all of East Jordan. The concession was to last for 75 years. 

The agreement stipula t ed for a progressive annual royalty and 

the followjng sums have been paid until the termination of the 

concession: 

End of Year 

1947 
1948 
1949 
1950 
1951 
1952 
1953 

British Gold pounds 

l51ooo 
15,000 
15,000 
25,000 
25,000 
25,000 
40,000 

On November 15, 1954, the concession was cancelled by 

mutual agreement and the Company paid to the Government JD 402,106 

as a settlement payment. No wells were drilled by the Company 

during the period of the concession. 
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(g} Royalty from Pauley 011 Prospecting Company: With the 

cancellation of the above concession Jordan is free to grant 

new oil concessions. Such a concession was actually ~ranted 

to Edwin W. Pauley of Ca lifornia. An agree,nen t was s igned 

on October 30,1955, by which Mr. Paulay obtained the right to 

explore and prospect for oil in the entire Kingdom of Jordan 

during the first eight months after the ratification of the 

agreement. At the end of this period, he may select up to one­

third of the Kingdom's area for actual drilling of wells. The 

agreement further provides for the equal sharing of profits 

when oil is struck and exploited. For 1955/56 and 1956/57 

estimated oil royalties from this Company are JD 14,285 and 

JD 17,500 respectively. Any suostantial rise in oil royalties 

will have to depend on the discovery of oil.l 

(h) Oil Royalty from Irag Petroleum Company: The IPC still 

pays a fixed annual royalty of JD 60,000 for the pipe line (now 

inope rat ive} from Kirkuk in Iraq through Jordan to Haifa in 

Israel. 

(i) Profits from Currency Cover Inu-estment: Before July 1, 

1950, the monetary unit operating as legal tender in Jordan was 

the Palestine Pound which was covered lOO percent by sterling. 

This sterling cover was invested in London i n various kinds of 

securities and the dividend eamed was sha red between Palestine 

and Trans jordan in proportion to the estima ted araount of 

currency circulating i n each·countrv. The amounts shown under 

1 (\ 
The vompany has been drilling wells at a place about 

50 kilometers north east of Amman. 
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this heading for 1950/51, 1951/52 and totalling JD 500,000 

represent Jordan 1 s final share of' profits from the Palestine 

Currency Boaxù. Beginning with July 1, 1950 the Jordan Dinar 

was put into circulation. The Jordan Currency Board estab-

1ished h.a.s as one of its functions the investing of the cur-

1 rency cover. The first earnines from the invested funds were 

transferred to the 'I' reasury in 1954/55 and amounted to JD 150,000. 

Hif;her earnings amounting to JD 250,000 are expected in 1955/56 

and 1956/57. 

(j) Repe.yment of Loans: During years of drought, the govern­

ment had been advancing short term loe.ns to farmers to enab1e 

them to buy their seeds for the next sowing season. Repav­

ment of these loans aopear under this heading. The amount re­

paid fluctuates with outcome of the crop. In 1952/53, repaid 

loans amounted to JD 215,575; in 1953/54 a bad crop year re­

p~yments were JD 23,802; in 1954/55, e. good crop year, repa:<r-

ments rose to JD 63,432, a figure much 1ower than what was 

expected. 

(k) Profits from Various Industriel Investments: as explained 

elsewhere, recently the g overnment initiated an industrial in­

vestment program by participating with private capital. 2 

The purpose was to create confidence and mobilize private 

savings for investment in enterprises essential to the economy. 

These enterprises include a cement factory, a phosphate mining 

company and vegetable oil company. Budget estirna.tes for 1955/56 

1 See Chapter I p. 47 for furthe r details. 
2 
See p.l29 for details. 
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and 1956/57 indicate that the cement ractory and the phosphate 

mining company a re dis tribut ing pro.Jtits. The manganese company 

was dissolved since the ore was found to be unexploitable and 

shareholders were reimbursed ror their investment. The govern­

ment's share of the rerund aopears in 1956/57 budget estimates.1 

5. External Loans: 

The only extemal loan recorded as a receipt in the 

Regula r Minis tries Budget is the fi rs t British loan of one 

million Dinar granted in 1950. Since the Development Board 

was not wstablished until April 1952, the loan was utilized 

directly by the various Ministries for a number of developmen-

tal projects indicated in Appendix III. Subsequent British 

loans were incorporated in the Development Budget, Part 2 of 

the General Budget. 

B. Expenditures: 

The expendi ture side of the Regular Minis tries budget 

is div.ided into two sections viz: ordinary consisting of re-

c urrent expenses tb8 t must be met avery year, such as salaries, 

wages, allowances, repalrs, maintenance, stationary, fuel, elec-

tricity, telephone charges etc; and extraordinary consisting 

of non-recurring expanses that are chiefly but not entirely 

capital items. 

For purposes of analysis in this thesis expenditures 

under the Regular Ministries Budget have been regrouped ona 

functional basis into six classes as follows: Administration; 

Social Welfare; Justice; Internal Security; Economie Activity; 
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and Capital Expenditures.1 The first five classes include a11 

of the ordinary, and a small part of the extraordinary expend­

itures; most of the extraordinary expenditures are included 

in the canital class. Expenditures under these various classes 

are shown in table 6. 

Current expenditures (under the first five classes) 

accounted for 77 percent and capital expenditure for 23 percent 

of total Regular I'liinistries expendi tures in 1954/55. Approxi-

mately two-thirds of current expenditures go for salaries and 

allowances. 'l1he govemment is the la rgest single employer in 

the country. In 1954/55, there were 11,788 regular government 

ei:rlployees including the police force but excluding the army. 2 

This represented roughly 5 percent of the total labour force 

excluding refugees. Both the 1955/56 and 1956/57 Budgets pro­

vide for government emplo;/ment of 13,140 and 14,490 persons 

respectively. Most of the increase is in the Ministry of 

Health, Ministry of Education and the Police. The total govem­

ment contribution to the wage bill (including salaries paid to 

the ar.my) in 1954 amounted t o JD 8.8 million or 17.6 percent 

of total national income in that year, as a t;ainst JD 7.9 

million or 20 percent of national inco:1e in 1953.3 

1
0riginal classifications -as published by the Ministry 

of Finance is shown in Appendix I. 

. 
2
Ministry of Finance, General Budget Law 1954/55 • 

Th1s figure includes 3912 police; 3057 teache rs and 734 per­
sonnel in the Ministry of Heal th. 

3see Chaoter I, p.l4 for national income estimates. 
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The significant trends in the expenditure pattern over 

the last six years are: 

{:i. ) the very rapid expansion in social and economie 

act ivities; 

(ti) the modest increase in capital expenditures 

becomes more pronounced if account be taken of capital expend­

itures under the Development Budget. 

(iii) the relative1y constant expenditure in adminis­

tration if a.ccount be taken of the transfer of certain items 

from administration to other classes after 1953/54 where they 

rightfu11y belong; and 

(iv) the re1ative1y constant expenditure on internal 

security throughout the period. 

1. Administration 

This category, a.s shown in table 7, includes a wide 

variety of expanses, the 1argest single it~ms being adminis­

trative expanses of the iv~inistry (previously a Dep:trtment) of 

Posts, Telegraphs and Telephones, and the Ministry of Foreign 

Affaira. Of increasing importance are pa.yments to pensioners 

which have risen from JD 53,568 in 1954/55 to an estimated 

JD 115,000 in 1955/56 and to JD 200,000 in 1956/57. The in­

crease has come about from paying the retired employees a 

cost-of-living allowm ce equal to that of regular government 

employees. 

The sharp decline in total expenditure in 1954/55 

was caused by the transfer of two items, namely the coat-of­

living allowancàs and books and stationery from the cbapter 
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"general expenditures" to each Ministry concemed. For this 

reason "general expenditures" dropped from JD 1,197,733 in 

1953/54 to JD 205,835 in 1954/55 (see table 7). Thus expend­

itures on "Administration" in 1954/55 and thereafter are not 

strictly comparable with figures of previous years. 

The Lands and Survey Department originally included 

a section on afforestation and another on irrigation. But the 

Department of Forests became independant in 1951/52 and the 

Department of Irrigation and Water Resources in 1953/54; and 

since then both have been classified under "Economie Activity". 

2. Social Serv lees 

Total expenditure on ttsocial Services", including 

health, education and welfare, although relatively low, have 

incf>eased substantially since 1950/51. Sorne of the expansion 

in 1954/55 has been due to the transfer to these Ministries of 

certain expenditures formerly recorded elsewhere in the Re­

gular Ministries Budget. Thus, total expenditure (ordinary 

and extra-ordinary) of the Ministry of Public Health increased 

by JD 149,561 in 1954/55 over 1953/54 of which the additionof 

the cost of living allowances transferred from the chapter 

"~eneral exoenditures" and the rent on buildings from the 

chapter "publ~c works" accounted for JD 103,058 of the increase. 

However, there is no doubt that the last three years have re­

coràed a noticeable increase in expenditure on public health 

services. Thus actual expenditures (ordinary and extraordinary) 

of the Ministry of Health were JD 362,882 in 1954/55 and are 

expected to rise to JD 513,725 and JD 558,757 in 1955/56 and 
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1956/57 reJpective ly. 1 

Jot'dan does not have as yet a social insurance system 

but welfare activities of the Ministry of Social Welfare have 

increased greatly since formation of the Ministry in 1951/52. 

In 1954/ 55, actual expenditure (ordinary and extraordinary) 

of the Ministry of Social Welfare amounted to JD 126,280, 

i.e. about four times actual expenditures in 1953/54. A small 

part of this expansion {JD 18,860) was due to transfera of 

cost of living allowances and rent on buildings. Of this 

total JD 40,000 were spent for purposes outlined in the Social 

Services Tax Act of 1954. 2 'l'he rest were spent for increased 

direct aid to the poor, to students and to charitable insti­

tutions. This expanded program b egan by the Ministry in 1954/55 

will be even larger for the next two years judging by the appro-

pria t ions made. 

The 1954/55 actuel expenditures of JD 991,394 for the 

Ministry of Education showed a substantiel increase of JD 634,503 

over 1953/54, as indicated in table 8. 3 Of this increase 

JD 547,041 was due to the transfer to this Ministry from 

1Excluded from these expendi tures are the swns expended 
on the construction of new hospitals and dispensaries which are 
included under the cbapter "public works extraordinary" since 
this l atter Ministry is resoonsible for the execution of the work. 

2see page 95 for a description of the tax. 

3Excluded are expenditures on construction of new 
schools which are included under the chapter •public works ex-
traordinary" since this latter Ministry is responsible for the 
execution of the work. 
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"general expenditures 11 of cast of living aD.owances, books and 

stationery; and the transfer from "public works", of the cast 

of school furniture and rent of buildings. The remainder of 

the increase was mainly for salaries of new teachers. The 

number of t eachers in Government schools increased from 2560 

in 1953/54 to 3,318 in 1954/55 and was scheduled to increase 

to 3,619 in 1955/56 and to 404~ in 1956/57. In each of 1955/56 

and 1956/57 estimated expenditures of the Ministry of Education 

will be JD 1,272,093 and JD 1,715,012 respectively. 

3. Jus ti ce: 

Justice accounted for 3 percent of total Regular 

Ministries expenditure in 1954/55 as indicated in table 6. The 

considerable increase in 1954/55 over the previous year was 

due mainly to t ransfers of two itec.J s, the cost of living allow­

an.ces and rent of buildings previously classified under the 

cha pte r 11 general expendi tures 11 • 

4. Internal Security: 

Jordan maintains a police force for internal security 

which is financed entirely &m local receipts. Table 6 indi­

cates that through 1952/53 nearly one-third of total Regular 

Ministries Budget was for internal security. Beginning 1953/54 

expenditure on the Air Force, the Dead Sea Guard and the 

National :}uard were t:ra.nsferred to the Military Budget and since 

then have been financed entirely by grants from the U.K. and 

the Arab League. This naturally relieved the local taxpayer 

from additional military responsibilitiës. However, since the 



- 123 -

imposition of the National Guard Tax in December 1954 part or 

the responsibility or maintaining this rorce will be met rrom 

1 domestic revenues. The British contribution was terminated 

as of April 1, 1957, and was supposed to have b een replaced 

by aid from Egypt, Saudi Arabie and Syrie. 2 

5. Economie Activity: 

. Like the p revi ous four ca te go ries, this one also c overs 

current expanses only, as caoital items are included in the next 

class. "Economie Activity• includes ministries and d·epartments 

who se services a re of an economie nat ure i.e. have to deal with 

sorne economie resource. They are listed toge t her with their 

expanses actuel or estimated in table 9. · In 1954/55, they 

accounted ror 14.2 percent of total Reguler Ministries Budget. 

Roughly one-half or the expenditures on uEconomic 

Activity" was for the Department of Public 'Norks under either 

the chapter "public works", which covers salaries and allow­

ances of office employees, or the chapter "public works recur­

rent", which cove rs the costs of maintaining roàds, government 

buildin gs and other general repairs and upkeep. Beginning with 

1954/55 two important transfera from "public works recurrent" 

were ma de, name ly the rent on government buildin gs and schools, 

wh ich was distributed among the different departments concer.ned; 

and secondly the cost of school furniture which was added to the 

expenditure s of the Ministry of Education. These two t ~ ns­

fers, to ta lling JD 147,242 in 1954/55, account for the lower 

1see plnfo r description of the Nationa l Gua rd Tax. 
2 
See Military Budget Chapter V PP.l3~'Tl35. 
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estimated expenditure on "'public works recurrent 11 in that year 

as compsred with 1953/54. In fact had it not been for increases 

of other items under "public works recurrent 11 the apparent de­

crease of expenditure in 1954/55 would have been greater. As 

compared with 1954/55, anpropriations for 1955/56 and 1956/57, 

for "public works recurrent" bave increased by 12 and 27 perdent 

respectively. 

Among the ministries that have grown in importance 

recently is the Minist ryof Economy. In 1950/51 and 1951/52 

it was combined with that of Finance. Since the Government's 

recent industrialization program, it bas grown so much in imp­

ortance and activity that it has been made a separate Ministry. 

The Ministry proper is made up of six section,, namely, indust­

rial, mining, trade and food supply, services dealing with the 

ICA (Point 4) and the U.N., the registration of trade marks end 

finally the administrative section. It has a staff of 30 em­

ployees and an administrative budget which has grown from 

JD 4,062 in 1952/53 to JD 9,932 in 1954/55 and to an estimated 

JD 18,524 in 1956/57. Furthermore, various departments have 

been attached to it including, Cooperative Societies Depart­

ment, Statistical Department, Import and Export Department, 

and the Secretariat of the Development Board. Each of these 

departments has its own separate appropriations in the Budget 

but their activities fall under the jurisdiction of the Minister 

of Economy. The Ministry has also an advisory Economie Plan­

ning Unit financed by UNRWA and UNTAA. A description of the pro­

jects undertaken by the M:inistry of Economy will be given 
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presently under "Capital Expenditures~. 

Another ministry whose responsibilities bave recently 

been multiplied because of the urgency of its work is the Min­

istry of Agriculture. Thus, in 1954/55 actual current exp-end­

itures of the Ministry proper amounted to JD 106,241 as against 

JD 72,063 in the previous year. Appropriations for both 1955/56 

and 1956/57 show a modest rise, (see table 9). The Ministry 

proper has seven sections namely: agrio.ultural research service, 

field work section, horticulture section, plant protection 

section, education section, animal husbandry section and 

engineering secti on. Two departments are attached to it with 

separate appropriations: the Veterinary Department, and the 

Department of Forests. 

Finally, mention should be made here of the Develop­

ment Board which was established in April 1952. It is des­

cribed in detail under the Development Board Budget next chap-

ter. Suffice i t to sta te at this june ture tha t appropriations 

appearing in the Regular Ministries Budget are to defray cur-
Board.Js 

rent expenses most of _which are salaries for the/local staff. 

Rising appropriations particularly in 1956/57 reflect expansion 

of the Board's local personnel. 

6. Capital Expenditures: 

As pointed out earlier, most of the extraordinary 

expenditures under the Regular Ministries Budget consisted of 

capital exp~nditures undertaken by the various niin i stries and 

œepa rtments. The se expendi tu r e s a re primarily of an economie 
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developmental nature such as participation in industriel 

ent erprises; small irrigation works; agricultural demonstra-

tion farms; construction of roads, schools, hospitals and 

other public buildings; others consist of the purchase of 

durable goods such as office fixtures, hospital equipment and 

electrical equipment for the Jordan Broadcasting Station and 

for other purposes; sorne minor expenditures are in the nature 

of membership fees in the IBRD, the IMF, and other interna­

tional agencies; finally included are _scholarships for special­

ized training of government officials. All of these capital 

expenditures are from domestic revenues except those financed 

from the one million Dinar British loan of 1950 which was 

spent in that and the following years1 (see table 10). Through 

1954/55, JD 978,097 were spent out of this loan, of which 

JD 224,098 were for agricultural projects, JD 622,545 for 

public works (mainly roads) and JD 81,454 for lands and surveys. 

From the point of view of capital format ion, one of the 

most sicnificant developmental programs is the government's 

participa ti ' n in indus trial enterprises which, al though 

should have been snfficiently attractive to private capital, 

would not bave materialized without the government's promotional 

activities and capital participation. 

lProperly speaking expenditure of this loan should 
have been included under the Development Board Budget, if it 
were not for the fact that in 1950 the Development Board 
was not yet established. See Appendix III for~ breakdown 
of ·expenditures under this loan. 
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1 
Government Industrial Enterprises. 

The policy of encouraging industrialization was activelv 

launched in 1951 under the administration of the Ministry of 

Economy. The aim of such a program is diversification of the 

national economy, reis ing employmen t and reducing the imbalance 

on current acco~nt. A by-product has been the development of 

a canital market for shares as evidenced by the large number 

of small shareholders. 2 These enterprises include a phosphate 

mining company, potash extraction plant, cement factory, olive 

oil and vegetable oil refinery, fishing company, an electri-

city production company and a petroleum refining company. 3 

Others under study are a soap facto~, a tanne~, a textile 

facto~ and a sugar refining factory. Table 11 eives a summary 

of the government's share in these enterprises that were 

al ready formed. Appropriations for these investments have been 

included in some years under the chapter "Government Develop­

ment Schemes" and in others under the chapter;. "Ministry of 

Finance" (see table 10). 

1For a detailed account see UNRWA, Bulletin of Economie 
Developmen~ (Beirut, July 1956) pp 144-155. 

2IBRD, The Economie Deve lopment of Jordan, op.cit., 
Vol. II p. 269. 

3A manganese company was formed but was dissolved when 
the manganese ore was found to be commercially unexploitable. 
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TABLE 11 

GOVERNMENT S HAREHOLDINGS 
(JD) 

Type of EnterpriRe Authorized 
Capital 

Jordan Phosphate Mines co. 1,000;000 
The Arab Potash Co.Ltd. 4;500:,000 
Jordan Cement Factories Ltd. 1,000:,000 
Jordan Vegetable Oil Co. 200;000 
Jordan Central EléctricCo.S.A. 250:,000 
Jordan Fishing Co.Ltd. 100,000 
Jordan Petroleum RefiningCo.Itd. 4,119,000 

Paid-up Governmen­
Capital t's Sbare 

· 608,914 
1;001,000 
1,000:,000 

162,000 
230,000 

55,000 
1,750,000 

300;000 
250,000 
495,000 
60,000 
20;000 
10,000 

130,000 

TOTAL: 11,169,000 4,~06,914 1,265,000 

NOTE: In 1947/48, the Government has subscribed JD 7,500 to 
Arab Airways Limited. 
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CHAPTER V 

MILITARY BUDGET AND DEVELOPMENT BUDGET 

A. Military Budget, Part 2 of the General Budget. 

The Mi li ta ry part 2 of the General Budget is the bud­

get of the Arab Legion which is Jordan's reguler anny. Although 

the Security Police and the Arab Legion are linked in command, 

ye t they each have separa te budgets. Sec uri ty Police appro­

priations, as pointed out in Chapter IV are met from domestic 

revenues. On the other hand, the budget of the Arab Legion is 

met almost entirely from forei gn sources, notably Britain. 

Britain's annuel c ontributions to the Arab Legion 
an 

were regulated by means of/alliance between Britain and Jordan 

concluded on 15 .March 1948 replacing an earlier one of 1946. 

This alliance was ~o run for a period of 20 years and as far 

as mutuel military aid is concerned, provided for: •Royal 

Air Force bases at Amman and Mafraq; a joint defense board for 

coordination of plans and training; standardization of Jordan­

ien anny equipment with that of Britain; and in the event of 

war access of British forces to all necessary means and lines 

of communication in Jordan and the sta tioning of British 

armed forces on Jordanien territory. In return, the U.K. 

promised to reimburae the Jordanien Government for these privi­

leges and to furnish the necessary equipment to Jordanien forces."l 

On the basis of the last provision, yearly negotiations were 

con ducted in London in order to fix the amount of the grant. 

These funds were not handèd over to the Treasury but were put 

1 
Raphael Patai ed., Jordan, op.cit., p.75. 
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directly at the disposal of the British chief of staff of the 

Arab Legion, General Glubb. 

In addition to the British subsidy, Jordan re q_uested 

and obtained aid from some Arab States, members of the Arab 

League, to finance the National Guard, a force created after 

1948 to defend the 350 miles long border between Jordan and 

Israel. The responsibility of financing the National Guard, 

the Dead Sea Guard and the Jordan Royal .Air Force (created in 

1948) was that of the Jordan Government. But soon under the 

pressure of financial need, the Governmen t requested aid 

from the Arab States. Total aid granted in 1953/54 and 1954/55 

was JD 607,000 and JD 682,000 respectively.l At the same time 

Bri 1B in, in response to a request from Jordan, agreed to pro-

v ide an addi tional a id for the se small forces beginning 1953/54. 

So, from tha t year (1953/54) the entrie s o f the Nati onal 

Guard, the Dead Sea Guard, and the Royal Air F'orce were trans­

ferred from the Regula r Minist ries Budt_;et to the Mi li tary 

Budget . After the imposition of the National Guard 'l'ax2 

the Government plans to cont ri bute to the partial support of 

the expand:in g Nati ,~ nal Guard beginning 1955/56 and thereafter. 

An analysis of the trend in Miljblry expenditures 

reveals two features. The first, is that M1litary expenditures 

accounted for over half the total expenditures of the General 

Budget, an unusually high proportion. The second feature is 

the substantiel expansion in total expenditures durin g a relatively 

1 In addition Syria has given Jordan sorne heavy arros in 1956. 

2see Chapter N, pp. 102-103. 
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short period. Thus in 1954/55, total military expenditures 

were JD 8,951 1 000 as compared to JD 4,898,000 in 1950/51 -

an 81 percent expansion over the short span of five years. 

In 19f·6/57, military expendi tljres are expected to ris e to 

JD 12,272,000, (see Table 1). This continuous expansion was 

necessitated by the unstable conditions in the area. 

Clearly witbout foreign aid, Jordan could not have 

financed such a military budget. Since, pra.ctically all the 

funds for the military budget came from abroad there seems to 

be no adverse economie affects. For instance, no domestic 

productive resources have been diverted. The men in the army 

woulo have been otherwise unemployed. Hence, the opportunity 

cost of their services is nil. Furthermore, to the extent that 

the f:.mds are of· foreign origin, the economie cost was shifted 

to the suppliera of the funds. Foreign military aid has had 

sorne favourable affects. First, many illiterate men in the 

armed services are being taught to raad and write and sorne are 

acquiring useful skills which they could employ should they 

leave the army. Second, in a country with much unemployment, 

the army has provided many jobs. Third, since over balf the sub­

sidy is paid out in the form of salaries and wages and payments 

for services, purchasing power was raised to that extent. 

l:''ourth, it was an important source of foreign exchange badly 

needed to provide the country with essential importa. Finally, 

it meant that taxes such as the Air Force Tax and the ~ational 

Gua rd Tax which originally were meant to finance the army could 

be diverted to meat other needs. 



- 134 -

With the election of a new parliament in October 1956, 

whose mernbers were in favour of ... abrogatinp; the preferentiel 

alliance with Britain, the pièture bas dramatically changed. 

The free elections were however, preceded by the ousting of 

General Glubb by King Hussein on March 2, 1956. The rest of 

the British offic~ in the Legion left the country sbortly 

after. This move was much welcomed by Egypt, Syrie. and Saudi 

Arabie who bad offered to compensate Jordan for the loss of the 

British subsidy if Glubb was relieved of bis duties.
1 

An agreement was signed in Caire on JanuaTy 1957 among•Jordan, 

Syrie, Egypt and Saudi Arabie. By the terms of this agreement, 

Egypt and Saudi Arabie pledged to cont ribute JD 5 million each 

annually while Syrie would pay JD 2. 5 million. The Bri ti sb 

alliance w~s cancelled subsequently by mutuel consent and the 

subsidy stopped as of April 1, 1937. So far Sa.udi Arabie paid 

balf its share in the spring of 1957 and promised to pay the 

other half in the fa.ll. Egypt and Syria bave since been on 

bad terms with Jordan and have not, tberefore, fulfilled their 

promise. Under the circumstances, Jordan turned to the U.S. 

and Iraq for aid. The u.s. bad given Jordan a first $10 mil­

lion on April 29, and anotber $10 million on 30 June. It was 

reported that Iraq offered Jordan JD 1. 65 million but i t was 

not known if the money wa.s actually paid and for wbat purpose 

it will be used. 

These grim facts revea.l Jordan's precarious fiscal con­

d.ition whicb is manifested by its heavy dependance on foreign 

funds. 

Raphael Petai ad. Ibid p.76. 



Receipts 
Grant a from U .K. 
Aid from Are.b Leaguea 
Reserve Fund 

Expenditures 
Military Units 
National guardb 
Air Force 
·ne ad Se a Gua rd b 

TOTAL: 

TOTAL: 

Percent of General Budget 

TABLE I 

MILI'rARY BUDGET - PART 2 
(JD 1000) 

C 1 o s e d A c c o u n t s ;Estimates 
0 

I950~s-l-I95l.:521952-55-I9o3.:54-T!ffi4..:55-1955~6 1956-5 7 

4,898 7,200 7,314 8,537 
446 

8,420 
531 

8,950 11,208 

247 1,064 
4,898 7,200 7,314 8,983 8,95l-9-;T97 12,272 

4,898 7,200 7,314 7,961 7,887 7,559 9,178 
385 885 1,250 2,400 
549 144 353 660 

22 35 35 35 
".1_;-tws 7,200 7,-314 8,917 8,951 9;197 12,272 

50 52 54 58 54 48 53 

ain 1953/54 and 1954/55, aid from Arab League States was JD 607,000 and JD 682,000 
respectively. Presumably unspent funds were used in the following years. 

bBefore 1953/54, expenditures were included in the Regular Ministries Budget, and 
were financed entirely from local receipts. Beginning 1955/56 part of the expanses of the 
National Buard will be met from the revenues of the National Guard Tax. 

...... 
VI 
01 
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B. Development Budget, Part 3 of the General Budget: 

This title is somewhat misleading since it conveys the 

impression that all development works are embodied in the De­

velopment Budget. It was shown earlier that the Government, 

in Part 1 of the General Budget, devotes sorne of its domestic 
1 receipts to economie development. In addition, there are two 

internAtional agencies which carry out deve1opment works in co­

operation with the government. These are the UNRWA and the 

ICA Mission. The Development Budget, under discussion here, 

is specifically the budget of the Deve1opment Board created by 

Act No.37 of April 1952. Two c6nsiderations prompted the 

establishment of the Development Board. The first was the 

need for decentralization resulting from increased government 

functions. The second was the need to comp1y with the wishes 

of the creditor nation who preferred to see their funds se-

parately administered and possibly to make sure that they are 

spent for the purposes for which they were given. The Develop­

ment Board, therefore is nothing but an agency to supervise the 

expenditures of British loans granted to Jordan for develop­

ment purposes. As presently constituted it does not have over-

all coordinating responsibility for all development activities 

in Jordan. 

The Board is composed of nine members, including the 

Prime Minister as chairman, the Minister of Economy as vice 

chairman, and seven members appointed by the council of 

1 
See pp. 126-130. 
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Ministers. The seven members have been the Minister of Agri­

culture, the Minister of Public Works, the Under-Secretary of 

the l'ilinistry of l<,inance, Director of De ):.artment of Lands and 

Surveys, Director of Point 4 in Jordan, the UNRWA Representative 

to Jordan, and a British Secretary-General of the Board. 

The Board has formed a number of committees to study 

and report on the various projècts to be financed from the 

British loans. The Development Bo!}.rd receives requestes for 

loans or grants from various government departments to finance 

particular projects. The projects a r e studied by the special 

committees appointed for the purpose. These committees include 

not only members of the Board but also engineers, techniciens 

and experts from the various government departn:ents or other 

foreign agencies in Jordan. At present there are about eight 

suc h committees, namely, communications (both roads and rail­

ways), Jerusalem and Amman civil airports, villaee loans and co­

operative societies for West Jordan, villae;e loans and cooperative 

societies for East Jordan, irrigation, mineralogical surveys, 

joint-fund (to discuss projects in which ICA is involv ed), 

and finally the personnel committee which a ) points the staff 

of the villa~e loans office as this office is financed from 

"ievelopment Boa rd funds. The Secreta ry-General 'i> the Boa rd 

is an ex-officio member of all these committees. All pro-

jects f inanced from Development Boa rd funds a re exec uted 

directly by the government departme nts concerned except the 

villa~e loans scheme which is administered directly by the two 
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committees created for that purpose. 

It s hould be noted, however, that these committees 

do not have mue;h flexibility in allocating funds as the broatà 

outlines of expenditures are already established by an agree­

ment in London following the yearly financial negotiations 

between the Jordanian and the British Govemments. 

Prior to the establishment of the Development Board, 

the first British loan of one million dinars in 1950 was spent 

directly by the Ministries and departments concerned. 

Subsequent British loans, however, were put at the disposal 

of the Development Board, funds being released from the loan 

upon recommendation of the Development Board. Such released 

funds are then shown as actual expenditures under the De­

velopment Budget. 

To strengthen the status of the Development Board 

especially with regard to over-all coordinating responsibility 

for all economie developmental activities in Jordan, a new 

draft law was prepared in February 1956 and presented to the 

Council of Ministers. There are two striking differences 

between the new draft law and the present one. .Pirst, with regard 

to membership, the voting menbers of tœ Board are the Min­

isters of Economy, Finance, Communication and Agriculture, in 

addition to a Director who will have the rank of Minister and 

a Secretary-General who will be an e conomist. The Director 

and Secretary-General are appointed by the King upon recom­

mendation of the Council of Ministers for 5-year terms. Secondly, 

among its responsibilities and duties, the Board is to investigate 
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aoprove development projects submitted to the Government by 

all foreign and international organizations prior tot heir in­

corporation in an overall plan to be prepared by the Board. 

The Board is to be responsible for following up tbese projects 

and for representing the Gove mment in all d ealin t_ s pe rtaining 

the ret o. Furthe rmore, the Boflrd must a pp rove all develop-

ment projects handled directly by the Minis tries before their 

incorporation in the General Budget. Such a law will undoubt­

edlylead to much better coordination of developmental activity 

in Jordan. This law was to be debated before the new Parliament 

which was elected in October 1956. Howeve r, following poli­

tical disturbances, this new Parliament was dissolved by the 

King in April 1957 and the fate of the law is not known. 

1. Five Year Plan 

Tn 1953, the Development Boa~ prepared the Five Year 

Plan which env isa2. ed the expendi ture from future British loans 

of JD ~3.48 million in the five year pe riod from 1953-54 

through 1957/58. This Plan was presented at the London annual 

financial talks and a loan of JD 0.5 million was accordingly 

obtained which, togethe r with the carry-over of JD 0.93 mil­

lion from the 1952/53 loan were to be spent in 1953/54. In 

October 1954, the Plan was revised in preparat i on for the an­

nual financial talks with the United Kingdom in December 1954, 

to accord more nearly with the wishes of the creditor nation. 

The revised F ive Year Plan envisaged planned expenditures 

from British loans (from 1953/54 through 1957/58) of 



- 140 -

JD 13.69 million. 1 On the basis of the revised Plan, 54 per-

cent of total planned expenditures were for communications, 

28 percent for the extention of medium and long term credit 

to agricultural and industrial enterprises, 7 percent for in­

dustrial development and 6 percent for agricultural develop-

ment including sorne minor irrigation works. The heavy empha-

sis upon communications reflects Jordan's need for better 

communication facilities to provide the external economies 

for industry and agriculture alike. 

Despite the sharp reduction in planned expenditure 

from JD 23.48 million to JD 13.69 million, loans to the De-

velopment Board fell below planned expenditures with the re-

sult that the revised Five Year Plan lost much of its signi­

ficance. Thus loans during the five years of this Plan (from 

1953/54 through 1956/57) totalled JD 5.535 million as against 

planned expenditure of JD 13.69 million.2 

1As an approximation to an over-all development plan, 
the Development Board assumed the following developmental 
expenditures throughout the same period by ether bodies: 

Development Board 
Government 
ICA Mission 
UNRWA 

TOTAL: 

JD '000 
13,686 
19;063 
15,243 
20,683 
68,675 

.. 'l'he~ actual expenditure of these various agencies 
was also much lower than the above target. See appendix IV 
for a summary table of Five Year Plan. 

2In addition to JD 5.535 million must be added a sum 
of JD 929,000 ca rried forward from 1952/53 and expended in 
1953/54 to finance projects under the Five Year Plan. 
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Total interest free 1oans made to the Dev~lopment 

Boa rd s :ince it s inception a re as fol1ows: 

Year 

1952-1953 
19.53-1954 
19·54-1955 
1955-1956 
1956-1957 
1957-1958 

TOTAL: 

JD Millions 

1.50 
0~50 
1~60 
1.75 
1~12a 
0~565 
7.035 

aThis ia the amount the Jordan Government drew when 
thé preferential alliance with Britain was abrogated effective 
April 1, 1957. The original 1oan for that year waa JD 2.25 
million. It was recently announced (August 6, 1957) that 
Britain agreed to extend the balance namely JD 1.13 million 
over two years (1957/58 and 1958/59) - hàlf in the present year 
and the other half in the following year. 

Unsnent portions of a 1oan in a particular yea r are 

reallocated for the next year in a supplementary budget. For 

tbat reason actual expenditure in any year does not necessarily 

correspond to the 1oan granted. 

Table 2 shows actual expenditures from these loans 

since the establishment of the Development Bo~rd. 

In evaluating the v·:ork of the Development Board, six 

of the most important projects listed in table 2 will be pre­

sently described. These projects are: the village agricul­

tura l loans and Jerusalem City loans, coopera t ive societies, 

construction. of roads, railway , . loans, Aqaba Port and a ir­

ports. Some of the lesa important. will be deal t with very 

briefly. 1 

The it em unàe r a griculture cons i sta of expen ditur e 

on two projects. The first is the Deir Alla research station 

1For more details see UNRWA, Bul letin of Economie 
Development, No.l4 (Beirut July 1956) pp. 128-131. 



ITEM 

Agriculture 
Irrigation 
Afforestation 
Famine Relief 
Village Loans 
Jerusalem City Loans 
Cooperative Societies 
Construction of Roads 
Railway Loans 
Aqaba Inte:rmediate Port 
Aqaba Ma in Port 
Airports 

TABLE 2 

S UM~ RY OF DEVELOPMENT BOARD EXPENDITURES 
(Dinars) 

C 1 o s e d A c c o u n t s 

1952-53 1953-54 

- 12,036 
7,224 124,350 

- 40,000 
50,000 49,039 

152,926 372,644 - 50,000 - 48,121 
199,001 286,149 

80,000 60,000 
10,334 51,817 

19,200 75,166 

1954-55 

17,017 
26,143 
17,729 

327,000 
25,000 
37,400 

5a3,765 

35,731 

154,350 

1955-56 

98,030 
30,000 
19' 253 

346,200 
50,000 

111,800 
526,190 

15,422 
44,365 

152,505 
Survey and Land Settlement - 4,583 
Construction of Village Schs. - - 38,250 
Consultants' Fees - 14,979 15,074 17,528 
IBRD Membership Fee 50,000 
Sec re ta ria t 1,786 3, 226 3,069 2,248 
Reserve 

Budget -
Estima te 

1956-57 

45,781 
20,000 
20,985 

310,600 

125,832 
993,000 

21,565 
370,000 
273,100 

40,227 

TOTAL 

172,864 
207,717 

97,967 
99,039 

1,509,370 
125,000 
323,153 

2,528,105 
140,000 
134,869 
414,365 
674,321 

4,583 
38,250 
87,808 
50,000 

2,239 12,568 
26,671 26,671 

TOTAL: 570,471 1,192,110 1,220,528 1,413,54la ~250,000b 6,646,650 

SOURCE: Ministry of Finance. 
NOTE: Five Year Plan began in 1953/54. 

a Includes JD 132,135 representing expenditure of supplementary budget. 
b Actual expenditure of this loan amounted to JD 1.12 million, to which must be 

added a sum of JD 664,398 representing re-allocations from 1955/56 budget. 

._... 
~ 
[\) 
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in the Jordan Valley. This station, established in 1951, 

covers an area of 396 dunums and is experimenting on the most 

suitable crops for irrigated farming. The second is the con­

struction of grain storage in various localities by the 

Cereals Office. Total storage capacity of the new bins is 

23,000 tons. 

Under the heading •irrigation• sorne 5 small irriga­

tion works were carried out by the Department of Irrigation. 

The area that benefited was only about 51,300 dunums of which 

more than one-ha.lf was al rea dy under light irrigation. 

The afforestation item consist in allocations made to 

assist the Forestry Depart:n.ent to carry out its program of 

expanding the government-owned forested area to 1,800,000 

dunums which is cons idered to be reasonably sufficient to pro­

vide the country with its requirements of timber and fuel. At 

present the government-owned forested area is 602,000 dun~, 

i.e. about one thlrd the contemplated area. The Development 

Board is financing the 11 nurseries that exist in Jordan and 

has allocated a fund to be given as loans to those who wish to 

replace goats with sbeep in accordsnce with the Goat Law of 1952. 1 

As the name implies, famine relief consisted of the 

free distribution of wheat to villagers on the Jordan-Israeli 

frontier in 1952/53 and to the southern districts of Kerak 

and Ma'an which were stricken with drought in 1953. 

(a) Village Loans and Jerusalem City Loans:2 

This pro ject be gan in Oct ob er 1952 as a small loans 

1This Law prohibits the grazing of goats in registered 
forested areas because goats are a menace to forests. 

2Ibid, pp 132-135. 
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ry~0~~m t~ the w~st Jordan frontier villages that had lost a 

part of their lands or means of livelihood as a result of the 

Palestine War. The program was such a success that it was 

extended to ether villages in both East and West Jordan and to 

the City of Jerusalem. 

The program is administered directly by the Village 

Loans Comm1ttee of the Development Board. Up to the 31 March 

1956, loans advanced amounted to JD 1,145,009 of which 
1 

JD 991,974 were to the villages and JD 153,035 to Jerusalem. 

Villa:2:e loans are eithe r for terracing the hillside lands and 

planting them with fruit trees or vegetables or for irrigation 

which includes the purchase of pumps, angines, pipes, etc. 

Total loans for terracing amountèd to JD 775,036 and for irri­

gation to JD 151,996. The loans to Jerusalem inclu.de a JD 

50,000 to the Municipality to expand the water supply, the rest 

were for the rebuilding of residential quartera destroyed 

during the Palestine War and to stimulate light industries. 

Repayment is made by instalments over a long period rangin&!: 

between 5-15 years and the interest rate is 4 percent. 

(b) Cooperative Societies 

The Cooperative movement in Jordan began in 1953/54 

and Rimed at reviving rural thrift and credit co ope ra ti v es which 

existed in West Jordan during the mandate and to promote new 

ones in East Jordan. The purpose of such cooperatives is 

the granting of short-term loans from 9-14 months to members 

on their personal guarantee and to advise them on farm manage­

ment. In 1954/55, other fonns of cooperative societies have 

1These figures exclude administrative exoenses and, 
therefore, do not tally with figures shown in table 2. 
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develooed, auch as urban thrift and credit cooperatives and 

agricultunal societies. The Coope!9tive Department of the 

Ministry of National Economy is :responsible for this movement 

and obtains its loanable funds from the Development Board. 

In 1956/57, JD 125,832 were allocated, as against JD 81,800 

in the previous year. To these annual allocations must be 

added the sums which were repaid by the loan recipients. 

Total number of cooperatives increased from 50 in 1953/54 to 

68 in 1954/55 and 125 in 1955/56. 

Of the 125 societies registered up to March 31, 1956, 

109 were of the rural thrift and credit type, 8 agricultural, 

3 consumera' coooeratives, 2 housing, one transport, one handi-

craft and one educational. Membership increased from 2118 

members in 1953/54 to 3116 in 1954/55 and to 5682 in 1955/56. 

( c) Cons t ruet ion of Roads: 

The roads program is one of the most important items 

in the Five Yea r Plan in terms of volume of expendi ture and po­

tential impact upon the Jordanien economy. Its aim is to make 

main north-south highways from the northern border to Aqaba 

and to connect these with east-west branch highways. Total 

allocations by the Development Board in 1956/57 were JD 993,000, 

as against JD 581,407 in the previous year. 

The immediate concern of the Government and the Devel-

opment Board is to connect the expanding Port of Aqaba with 

the interior. Three alternative roads were proposed1 and 

finally the Desert road from Amman via Ma 'an to Aqaba was 

approved during the financial negotiations that took place in 

1see UNRWA,. Q.uarterly Economie Bulletin, No.ll (Béirut 
July 1954} p.78 for a description of these roads. 
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London in December 1955. The advantages of the Desert road 

are manifold. It is relatively cheaper and easier to construct 

and has no steep gradients or sharp curves. At present, it 

is more frequently used by transport companies than the Middle 

road (Kerak road). The present· Desert road and track is 

about 335 km long from Amman to Aqaba, of which about 125 km 

between Ma'an and Aqaba are already asphalted. The cost of 

constructing the remaining 210 km (excluding the 10 km at Wadi 

Yutum) with a 6-meter wide road was estimated at JD 2 million. 

In addition, the widening of the 38 km stretch from Ma'an to 

F~s en-Naqb (the southern terminus of the Hejaz RR) from 3 

meters to 6 meters may cost about JD 175,000, thus bringing 

total cost to JD 2.175 million. In the 1956/57 budget, 

· JD 700,000 or 32% of total road cost was allocated in addition 

to JD 60,000 in each of 1955/56 and 1956/57 for the V• adi 

Yutum, which is the steep decline for the last 10 km into 

Aqaba. Tender documents for constructing the Desert road 

have be en prepared by the Department of · Public Works and appro­

•;ed in principle by the Council of f,~inisters in June 1856. 

Invitation for tenders was issued in August 1956. 

The second important road under construction is the 

Middle road which connecta Amman via Kerak and the hill towns 

with Aqaba. The sections between Amman and Tafila were al­

ready asphal ted with the exception of the deep Wadi Mujib and 

Wadi El-Hassa crossin gs. The Wadi Mujib part of this road is 

under construct i on and JD 100,000 were allocated in eacü of 
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1955/56 and 1956/67. Origina lly this Middle· road was meant 

to be the main road connectlng Amman with Aqaba. It w~s 

thought, however, that because of the steep gradients en-

countered it will never become suitable for rapid transit of 

heavy lorries. Its usef ulness, therefore, is rest ricted to 

cormecting the large number of agricultura.l villages in the 

South with the main marketing center, Amman. 

Another route for which funds were allocated is that 

which connecta the Ghor Safi vegetable area on the .southeast 

shore of the Dead Sea via Mazraa wi th Karak. Construction of 

this route is in progress and was to finish by end of 1956 if 

enough funds are made available. Allocations in 1954/55, 

1955/56 and 1956/67 were JD 79,000, JD 78,000 and JD 60,000 

respectively, that is a total of JD 218,000 which is about 

70;'6 of total cost. 

The road program under the Development Board is being 

aupplemented by another extensive program under ICA1 (Point 4). 

Both road programs follow the recommandations of the report, 

A Road Program for Jordan by the US Bureau of Public hoads, 

10 February 1953. This is a study made during December 1952 

and January 1953 by Carmichael and other American engineers 

in which 7 primary routes were recommended for construction, 

the first one being the route from Aqaba in the south through 

Amman to Ramtha near . the northern frontier which leads to Damascus. 

1 
See UNRWA Bulletin of Economie Development, No.l4 

(Beirut, July 1956~ pp. l77-l78. 
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(d) Rai1way Loans: 

The only railway lins in operation is that part of the 

Hejaz railway starting at Damascus and traversing Jordan from 

Deraa (Nassib) on the Syria-Jordanian frontier to Ras en-Naqb, 

1 (be1ow Ma'an) a distance of about 363 km • It is a narrow 

gauge (1.05 metres) constructed before ~·iorld War I. Since its 

bran~h line in Saudi Ar-abia was destroyed during World War I 

and never reconditioned, the section in Jordan lest much of 

its usefulness and was not properly maintained. Now, with the 

increased importance of Aqaba Port and the fast deve1opment of 

the phosphate mines. it became very essential tc improve and 

increase the present carrying capaci ty of the ra ilw~ • The fo1-

lowing table shows goods and passenger transport during 1954 

and 1955: 

Interna1 Externa1 

1954 1955 1954 1955 

Goods transported -
metric tons 120,250 148,101 126,387 157,562 

Number of passengers in 
all classes 52,009 74,083 38,553 12,480 

SOURCE: Ministry of Economy, Department of Statistics, Annua1 
Statistical Yearbook, 1954 and 1955. 

In 1952/53, the Senior Administra tien Boa rd of the Jordan 

Hejaz Railwav obtained a first lean of JD 80,000 from the Deve1-

opment Board. With this lean, 30 goods wagons at JD 54,867 GIF 

l When it was constructed the whole length of the line 
from Damascus in Syria to Madina in Saudi Arabia was 1408 kms, 
of which 141 kms in Syria, 437 kms in Jordan and 830 kma in 
Saudi Arabia. The section of the line between Ma 1an and Ras en­
l!aqb was bui1t by the British Military Authorities in 1942. 
See UNR~~, uarterly Bulletin of Economie Deve1opment, No.13 
(Beirut April 1956 pp.l83-184. 
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Amman were purcbs.sed. The first loan will be repaid in four-

teen equal annual instalments of JD 5,030 and one annual in-

stalment of JD 5,380, the first instalment falling due on 

March 31, 1955. Two instalments due bave already been repaid. 

In 1953/54, a second loan of JD 60,000 was made by the Devel-

opment Board with which a workshop is being constructed and 

equipped e.t Ma'an station. Also telephone communications 

and water supply were improved at various stations. The terms 

of the second lean are similar to the previous one; JD 4,000 

to be paid annually beginning August 31, 1956 until August 31 

19?0. A third loan of JD 100,000 was obtained in April 1956 

from the 1955/56 Development Board budget. It is proposed to 

purchase rolling stock, weigh bridges, locomotives and 6 tank 

wagons and spare parts with this loan. All loans from the 

Development Boa ro are interest-free but interest is collected 

at 4% on arrears. In addition to these acquisitions from De-

velopment Board loans, 3 first class locomotives were ordered 

from West Germany on 28 March 1954 and paid for from the Rail-

way reserve fund. These locomotives were received and put into 

operation since April 1955. On January 17, 1955 the Railway 

Administration contracted a loPn with the Belg ian Company 

"Intercontinentale de Compensationn amounting to JD 450,000 

at 4% in the form of supplies as follows: 

3 steam locomotives, first class 
3 steam locomotives 
120 wag ons for phosphates and goods combined 
Lucopulseurs 
Railway engineering equipment 
Transport costa 

TOTAL: 

Value in JD 

?3,500 
52,464 

284;640 
11260 

26,636 
11,500 

450,600 
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A11 120 wagons were delivered and after they were 

mounted in the DHP workshops in Beirut were sent to Jordan and 

are now in use. Also the lucopulseurs (small angines to move 

freight cars about in the yards) were received in December 1955. 

This Belgian lean is to be repaid in 10 instalments at 

6 months' interval commencin~ 1 March 1957 until 1 October 1961, 

the interest charge amounting to JD 62,407. 

The Development Board in conjunction with the Railway 

Administration appointed the British firm of Rendel, Palmer and 

Tritmnn as consulting engineers to submit a plan for the 

improvement and modernization of the railway. Their report, 

completed in December 1954, stated that it wo~ld not be possible 

to rehabilitate the railway within the period of the Five Year 

Plan.l They suggested development in two stages. Stage I, 

costing JD 4,746,100 to meet the immediate traffic demand, will 

be executed within five years from 1955 to 1960. Stage II, 

costing JD 3,701,000 follows stage I and will take an additional 

10 years to complete. By then it is expected that the railway 

will be completely rehabilitated. Total est.imated coat of both 

stages is, therefore, JD 8,447,100, excluding the coat of extending 

the line 84 kilometers from Ras en-Naqb to Aqaba. Judging from 

the amounts spent on developing the railway it does not seem tbat 

the above plan is being implemented. Nor are there any immediate 

plans for connecting the Ras en-Naqb terminal by rail with Aqaba. 

1 
Rendel, Palmer and Tritton, Consulting Engineers Report 

(Amman, December 1954). 
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The deve1opment of Aqaba Port is a major step in Jor­

dan's deve1opment program, not on1y because of the foreign 

exchange costs incurred by shipment through Syria and Leba­

non which constitute a heavy drain on Jordan's 1imited foreign 

exchange avai1abi1iti es, but a1so because of the re1ative1y 

high freight anà hanà1ing charges invo1ved in shipment through 

Syria and Lebanon which reduce Jordan's competitive power 

to se11 its products in wor1d markets. 

The Deve1opment Board, in conjunction with the Aqaba 

Port Authority, has initiated a s~ort-range and a 1ong­

ran :":e pro gram to improve the Port. 

The short-range program was begun in August 1952 

and was basica11y comp1eted in 1954 but further improvements 

are being made in 1956 and 1957. 

Expenditure on the intermediElte stage amounted to 

JD 10,335; JD 51,817; JD 35,731 and JD 15,422 in 1952/53, 

1953/54, 1954/55 and 1955/56 respective1y and are estimated 

at JD 21,565 in 1956/57, when the additiona1 improvements 

under the intermediate stage are schedu1ed to be finished. 

The Port capa~ity by 1956 was up to 200,000 metric 

tons of cargo per year, i.e. twice as much as in 1954. 

Limited road and rai1way faci1ities nortbward impede the 

Port deve1opment. However, the improvements introduced to 

the rai1way recently have increased its carrying capacity in 

1956 from 250 tons per daJ to about 500 tons per day and the 

construction of the Desert road will definite1y increase truck 

haulage. 
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Port charges on vessel;s and cargo, which were intro­

duced becinning January 1953, compare fa 1.7 0ura bly with those 

of the Beirut and Latakia Ports. Port dues on vessels are 

35 Jordanian fils (8.4 pence) per Net Registered Ton on the 

first 1000 NRT 25 fils (6 pence) on the next 1000 NRT and 

15 fils (3.ô pence ) thereafter. Quay dues on cargo dis­

charged or loaded on Port Authority's wharves range from 

150 fils (3s.) per ton, weight or measurement, for general 

cargo to 50 fils (ls.) per ton of bulk commodities, in­

cluding seven days fr~e storage in transit sheds or 10 days 

in open stora ,:.:; e space. Outgoing and incoming passengers 

have to pay port dues of 40ü fils (8s.) in first class, 

200 fils in second class and lOO fils in third class. 

Cargoes landed at Aqaba are forwarded by trucks to 

the railroad terminal of Ras en-Naqb, a distance of 84 km 

of newly asphalted road except for about 10 km in the deep 

Wadi Yutum. From Ras en-Naqb to A~~an goods are tr.9nsported 

on the narrow gauge (1.05 meters) Jordan Hejaz Railwa y via 

lVIa'an, a distance of 281 kilometers. Goods landed at Aqaba 

t~ke about two days to reach Amman as compared to 10-15 days 

from Beirut to Amman. 

Two steamship lines have been operating regularly 

between England and Aqaba, namely, the Euxine Steamship Com­

pany and the Briti s h Conference Lines. In 1955, three more 

steamship lines be ;:.:an operating, namely, Hansa Line and Atlas 

Levante Line (both German) from Continental J~urope and Isthmian 
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Line (US) from the United States. Freight rates for general 

cargo from Enc land to Aqaba are about the same as to Beirut, 

but for bagged cargo, like sugar, rates to Aqaba are about 

l5s. higher per ton. From Continental Europe freight rates 

are about 25 to 30 shillings per ton higher than to Beirut. 

In both cases, however, the difference is more than offset 

by lower port charges and cheap~r inland transportation. 

Aqaba Main Port: The plan for the development of the main 

port is unàerway and is expected to be completed by the end 

of 1958. The plan consista of building a marginal wharf for 

general cargo and a row of strong dolphins for phosphates 

alongside which ships can moor. The loading of phosphates 

in bulk will be direct from shore to ship by belt conveyors 

at a rate of 500 tons per hour. At present there are no 

facilitie s for economically loading phosphates in bulk . 

The revised cost estimates for the main port are 

JD 800,000 for the general cargo berth and JD 700,000 for the 

phosphate berth. For 1956/57, JD 370,000 were allocated by 

the Development Board in addition to JD 365,382 allocated in 

the two previous years. If finances are regularly made 

available, the construction of the main port should be com­

pleted by the end of 1958. 

(f) Airports: 

Jerusalem Airport. This airport, 11 kilometers from 

J e rusalem, i s an important link for the pilg rims and tourist 

trade. Since August 1952 the landing strip has been widened 
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from 25 meters to 45 meters and lengthened from 1250 to 1850 

meters. It is proposed now to extend the main runway by an 

additional 300 meters, thus bringing the total length to 

2,150 meters. A new terminal building is under construction 

by a local_firm since early 1955 and was finished in August 

1956. For 1957, it is planned to install lights on the runway 

anc. the surroundine: hills to receive planes at night, at a 

cost of about JD 80,000. 

Total expenditures in 1954/55 and 1955/56 were JD 68,547 

and JD 68,479 respectively. Allocations for 1956/57 were 

JD 228,000. 

Armnan Airport. This airport was small and unimportant 

until the military airport with two runways was built adjacent 

to it. Construction started in October 1953 anÇ finished 

by December 1954. Total cost estimated at JD 750,000 was paid 

by the RAF. Since the completion of the military airport, new 

developments were introduced to the Amman civil airport. 

Thus a new terminal building was constructed and finished in 

June 1956 at a cost of JD 100,000. An apron was constructed 

during 1955/56 at a cost of JD 60,000 with a tract connecting 

the airport with the main roaë . Planes use the landing 

strips of the military airport which is connected to the 

terminal building by newly constructed runways. 

Both the Jerusalem and Amman airports, will be pro­

vided witû workshops, wireless s~em, aeronautical stations 

and runway lights for night landings. Jordanien students are 

being sent abroad for specialization in the various fields, 

mostly at ICA expanse. 
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AUTONOMOUS BUDGETS 

The autonomous budgets in Jordan are independant of 

Parliament in their finances but their accounts are subject 

to the p~st-audit control of the Audit Department. Autono­

mous budgets exist for the Agricultural Bank, Aqaba Port, 

the Jordan Hejaz Railway and the municipalities. Each of 

these budgets is discussed below. 

A. Agricu1tural Bank Budget 

The Agricultural Bank is a Government enterpriee, 

created in 1922. It is administered by a Board of Directors 

composed of the Undersecretaries of the Ministries of Interior, 

Finance and Agriculture, the Manager of the Agricr,ultural Bank 

and a representative of the Department of Lands and Surveys. 

The Bank bas its own budget which it submits annually 

to the Council of Ministers for their approval. Its operating 

receipts, derived chiefly from interest on loans, amounted 

to JD 22,098 in 1954/55 and its operating expanses totalled 

JD 11,729 in 1954/55. In 1953/54 operating receipts amounted 

to JD 22,566 and operating expanses to JD 13,330 according 

to the unpublished profit and loss statement of the Agricul­

tural Bank. 

The capital of the Bank is derived from annual grants 

from the Land Tax (and earlier the Tithe Tax), from non-interest 

Treasury loans and from accumu1ated profits. 1 To replenish 

1origina1ly the Bank took over the assets of the de­
funct Ottoman Agricultural Bank which amounted t hen to t he 
equivalent of JD 3500. To this the Government added JD 3500 
annually from 1933 to 1946. This sum was obtained from an · 
additional levy of 1 ;% to the Ti the 'rax (11% instead of 10,%). 
From 1947 the contribution was rais ed to ~ 15,000 annual1y 
being now taken from part of the proceeds of the Land Tax. 
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its capital, the Bank depends also upon the repayment of its 

loans to farmers. Bank loans have been chiefly medium and 

long term from one to ten years. The maximum loan is 

JD 1,000 and the interest rate ranges between 4-6%. Follow­

ing the severe drought in 1947, Bank activities have been 

slowed down on account of the moratorium placed on all agri-

cultural debts for a period of four years. The moratorium 

was extended in 1951 and again in 1953 as a result of poor 

crops in both years. These measures, which applied also to 

private money lenders, helped to check, for a while, the 

transfer of land to private money lenders. 

End of 
fiscal 
:rear 

1951/52 
1952/53 
1953/54 
1954/55 

TABLE I 

LOANABLE FUNDS OF AGRICULTURAL BANK 
(Dinars 

Total loanable 
Total loans funds of Bank 
outs tanding (loaned already · 

Accumula- owed by:ES.nk or available 
ted Ca;Eital Reserves to Treasury for loans l. 
205,190 6,332 306,590 518:,112 
224,210 8,227 188,580 421,017 
335,196a 9;821 157,224 502,241 
416,509a 11,377 128,137 556,023 

SOURCE: Unpublished information from Agricultural Bank. Later 
figures are not available. 

aincludes JD 50,000 granted each year by the Treasury 
to raise the capital of the Bank. 

Loanable funds have been increasing in recent years, 

mainly because of an annual contribution of JD 50,000 by the 

Treasury to the capital of the Bank in each of the four years 

from 1953/54 to 1956/57. In addition to these contributions, 
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the Treasury bas made spec~al loans to enable the Bank to 

extend badly needed short-term credit to the farmers affected 

by the droughts, Without these special contributions and 

loans, the Bank's activities would have come to a standstill 

since practically all of its capital was frozen by the morato­

rium. The first of these Treasury loans was made in 1947/48 

and amounted to JD 178,000, repayable in 15 equal yearly in­

stalments. The balance outstanding at the end of March 1955 

was JD 86,067, The second Treasury loan was advanced to 

fa rmers through the Bank in 1951/52 and amounted to JI) 213,089 

of which JD 190,208 were used for winter c rops and the balance 

for summer crops. Up to the end of March 1955, JD 40,405 

of the second loan were still outstanding to the Treasury. 

About 60% of the loans advanced by the Eank to far­

mers were against a first mortgage on immovables. Some 

loans g iven to tribesmen are g uaranteed jointly and sever­

ally by the contractors. 

The moratorium was supposed to end in 1953 and all 

farmers were required to repay their arrears in three annua1 

instalments beginning October 1953. But the Counci1 of 

Ministers decided to postpone the paymen t due in October 1953 

to Au5ust 1954. The moratorium ended in August 1954, as 1954 

was a good crop year but the debts were so large that many 

fanners could pay only a part of the insta1ments due. The 

crop of 1955 was poor because of the drought and f a rmers 

have again requested postponement of debts due this year. The 

Counc i l of Ministers has again taken a decision to postpone 
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payment of all arrears until August 1956. Table 2 shows the 

loan turnover of the Bank since 1950/51. 

TABLE 2 

AGRICULTURAL BANK LOANS 
(Dinars} 

1950-51 1951-52 1952-53 1953-54 1954-55 

Total loans out-
standing at begin-
ning of fiscal year 113,173 162,656 183,811 296,917 379,729 

Loans gra.nted 
during fiscal year 106,921 41,492 315,336 137,399 90,475 

Repayments during 
fiscal year 57,438 20,337 202,230 54,587 575 

Total loans out-
standing at end 
of fiscal year 162,656 183,811 296,917 379,729 469,629 

SOURCE: Unpublished records of-Agricultural Bank. Later fi~­
ures are not available. 

The re a re certain wea.knesses in the operation of the 

Agricultural Bank of which the following are the most important. 

Most of its loans are either medium or long-term, thus reduc-

ing the rate of turnover and depriving far.mers of the much 

needed short-term credit. The Bank la.cks branches in the chief 

villages, thus making it difficult for small farmers to obtain 

loans. At present the Bank has 6 branches in all Jordan -

2 in West Jordan and 4 in East Jordan. The Bank lacka an in-

spection system to see that the loans are used for the purposes 

f or which they were given. 

B. Aqaba Port Budget. ·· 

Aqaba Port was included in Part 1 of the General Budget 
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in 1952/53. From 1953/54 the Aqaba Port Budget has been com-

pletely independent with its own revenues and expenditures, 

(subject to approval by the Council of Ministers). The budget, 

as shown in table 3 relates only to administrative operations. 

Development expenditures are covered in the Deve1opment part 
1 

of the General Budget. · 

TABLE 3 

AQ.A.BA PORT BUDGET 
(JD) 

C1osed Accounts 
1953-54 1954-55 1955-56 

Ex~enditures: 
ort Authoritya 1,277 

Port Managementa 3,175 

TOTAL: 4,452 5,838 22,923 

Recei12ts: 
Dues on vessels 3,200 4,767 7,408 
Wharfage 43 3 66 
Quay dues on cargo 3,815 6)017 13,608 
Storap;e 1,961 2,604 14,894 
Crane dues 504 1,013 2,313 
Pi1grim dues 2,143 
Others 

TOTAL: 10,290 14,404 40,432 

Deficit(-) or surplus (f) f5,838 f8,566 +17,509 

SOURCE: Unpublished records of Aqaba Port Authority. 

Estima tes 
1956-57 

38,298b 
3,238 

41,536 

10,000 
lOO 

15,000 
10,000 

2,801 
2,000 

50 

39,951 

-1,585 

aMost of the expenditures represent salaries and wages. 

brnc1udès some expenditures which should be charged to 
Port Management • . 

The closed accounts from 1953/54 to 1955/56 show a pro-

1 
See PP. 151-155. 
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gressive rise in receipts, a reflection of increased port 

activity. Each of these three years ended with a surplus 

which in 1955/56 amounted to JD 17,509. The estimates for 

1956/57 envisage a small deficit of JD 1, 585 owh!g to the ex­

pansion of the port management facilities. Thus expenditure 

on administration in 1956/57 is expected to increase by 

JD 18,613 or 81 percent over the previous year. 

The Treasury undertakes to meet all deficits; and 

surpluses are to revert to the Treasury. As the development 

works described earlier are carried out, the budget of the 

Aqaba Port is expected to expand considerably. 

C. The Jordan Hejaz Railway Budget: 

The much disputed legal s ta tus of the Ra.ilway was 

' finally settled on.~l8 April 1947 when the three count ries con-

cerned (Saudi Arabia, Jordan and Syria) declared the Railway 

Wagf, i.e. Moslem religious property. As auch the Jordan 

Hejaz Railway is a public trust administered by a board of five 

directors including a general manager, under the chairmanship 

of the Minister of Public Works. 1 The annual budget of the 

Railway is prepared by the general manager, approved by the 

Senior Administration Board and authorized by the Prime 

Minister. Surplusses are transferred to a reserve fund from 

which deficits are met. If the reserve fund is depleted, the 

Railway may borrow, with the aoproval of the Board and the 

Prime Minister using~s immovable property as collateral. 2 

lrBRD, op.cit., Vol.II p.323. 
2 
Ibid., Vol.II, p.323. 
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Table 4 shows total receipts and current expenditures 

of the Rai1way for the period 1950/51 to 1955/56. Surplus 

ea rnin :~s have res ul ted from increased current ea rnin.e;s. Thus 

from 1 April 1948 up to 31 March 1954, accumula ted surplus 

amounted to JD 300,908 most of which was spent to purchase 

new equipment. 1 It should be noted, however, that current 

expenditures does not include any provisions for depreciation 

of assets estimated at JD 54,000 per year. For the years 

1954/55 and 1955/56, provisional estimates indicate a surplus 

(excluding depreciation) of JD 70,500 and JD 30,000 respective1y. 

As explained earlier, capital expenditures r~ve so far 

been met from the Reserve fund, from three loans, amounting to 

JD 240,000, granted by the .LJevelopment Board and from a loan 

by a Belgian Company.2 Total capital expenditure from reserve 

fund from 1950/51 to 1954/55 arno:J.nted to JD 194,000. 

With the expansion of traffic and the use of the newly 

ordered diesel engin es, surplus re,- enue will rise s ubs tantially 

enabling the Railway to increase its capital expenditures. 

D. Municipal Budgets: 

There are at present 39 rnunicipalities in Jordan each 

of which bas its own budget. The municipalities are directed 

by municipal councils which are authorized by law to carry out 

various functions such as town planning, health services, edu-

cation services, public works, water and electricity, fire 

protection etc. 

1 . 
Ibid., Vol.II, p.324 

2 
See pp. 148-151. 
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TABLE 4 

JORDAN HEJAZ RA.ILWAY BUDGET 

Closed Accounts Prov!!io~al Es-ma es 

1950-51 1951-52 1952-53 1953-54 1954-55 1955-56 

I.Current Earn-
in~s 1 Total 207.3 278.1 299.7 389.9 391.0 380.0 
(aPassenge r 

traffic 22~2 22~8 37.2 39.0 36~0 43.0 
(b)Goods traffic 178.9 240~2 254.7 346.6 350.0 330.0 
( c )Miscellaneous 6.2 15.1 7.8 4.3 5.0 7.0 

IL<:perating Expen-
di tu res 1 Total 183.4 224.4 231.6 284.0 320.5 350.0 
(a)Administra~n 39.2 40.3 43.9 52.1 68.1 
(b )Repaira & 

maintenance 120.0 150.9 141.8 176.6 181.4 
(c}Operating ex-

penses 18~8 22.3 28~5 31.1 36.6 
(d)Miscellaneous 5.5 10.9 17.4 24.2 34.4 

III. Surplus eurre nt 
Revenue 23.9 53.7 68.1 105.8 70.5 30.0 

SOURCE: Unpublished information from Jordan Hejaz Railway. 

NOTE: Operating expenditures exclude provisions for depreciation 
of assets, estimated at JD 45,000 annually. 

Each municipality is required by law to prepare a yearly 

budget approved by the municipal counc i l and sanctioned by the Min-

ister of Interior. Despite this legal requirement, statistical 

information on municipal finance is neither complete nor up-to-date. 

The tables used in this section were obtained from the Depa rtment 

of St a tistics in Amman but we re espec ially compiled at t he requeat 

of the IBRD Mission. 1 Table 5 shows the consolidated budgets of 

all municipali~ies. 

1 
See The Economie Develo ment of Jordan op.cit., Vol.III, 

o exp anat i on coud be given tot he slight diacre­
total rece i pts of tables 5 and 6 and those g iven 

pp. 491-496. 
pancy between 
by the IBRD . 
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TABLE 5 

CONSOLIDATED BUDGET OF I~ICIPALITIES 
( JD) 

Closed Accounts 1951-52 1952-53 

Recei:ets 
Current revenues 682:,370 801,395 
Loans 215.~660 3471592 
Total receipts: 898,030 1,148,987 

Ex:eenditures 
Ordinary 501,402 521,406 
Ext rao rd ina ry 461:,701 543,302 

Non-development . (91,645) (218,449) 
Development (370 2056) (324 2853) 
Total expenditures: 963,103 1,664,708 

SOURCE: Tables 6 and 7 which follow. 

1953-54 

864,126 
103 1 678 
967,804 

559,113 
524,038 

(171,153) 
(352 z 885) 

1,083,151 

The above table shows that both receipts and expenditures 

have increased during the three year period. Figures for 1954/55 

and 1955/56 show that actual receipts amounted to JD 1,224,498 

and JD 1,106,098 respectively; while actui expenditures amounted 

to JD 919,790 and JD 1,030,728 respectively.l 

The importance of munici.pal finance as a factor affect­

ing the Jordan economy i s rathe r limited. The p roportion of 

municipal expenditure to that of the Central Government was 5.5 

pe rc ent in 1954/55. If the special Military Budget is excluded 

the percentage would rise to 13 percent. 

1. Receipts: 

The description of Jordan's tax structure would not be 

complete wi thout a brief acco unt of the r elat ive importance of 

1 
Ministry of Economy, Department of Statistics, Annual 

Statistical Yearbook for 1955 and for 1956, (Anunan). 
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the principal sources of municipal revenues. The right of the 

municipalities to levy taxes and fees are defined in municipal 

law No.29 of 1955. 1 About 40 percent of revenues are composed 

of surtax on or shares in national taxes collected by the Cen­

tral Government. The rest comprise taxes and fees administered 

by the municipalities themselves and revenues from water and 

electrici ty services. 'rable 6 shows a detailed breakdown of the 

source of receipts. A brief description of the main taxes and 

fees follows: 

(a) Buildings and Lands Tax This is a surtax levied on build­

ings and lands within municipalities which are subJect, also, 

to the Buildings and Lands Tax of the Central Government. 2 

The Ministry of Finance collects thi s tax on behalf of munici­

palities at the rate of 5% of the annual net rental value of 

builC::ings and surrounding yards as assessed unoer the General 

Budget; 5% of the annual net rental value of lands as assessed 

under the General Budget. Exemptions from this tax are similar 

to those allowed under the tax of the General Budge t. Buildings 

and lands within the walls of Jerusalem, although exempt from the 

Central Government tax, are subject to the municipal tax which 

is collected by the Jerusalem municipality itself. The reven­

ues collected from this tax by the Ministry of Finan ce are trans-

ferred to the respective treasuries of municipalities in whose 

territory the buildings and lands fall. Accordin g to the previous 

municipal law No.9 of 19383 the rate of this tax ranged between 

10fficial Gazette No.l225, 1 May 1955. 
2 
See p. 89. 

3 Official Gazette No.586, 1 February 1938. 



- 167 -

1% and 5% and was determined by the various municipalities. 

In 1953/54, JD 115,590 were collected from this tax for.m-

ing 13~ of total current revenues. 

(b) Customs Duties: The Customs Authorities collect for the bene-

fit of municipalities additional dues on imports at the following 

ra tes: 

10 fils on avery gallon of benzine and its aubstitutes; 
5 fils on every gallon of kerosene; 

20 fils on avery liter of pure alcohol; 
2 percent of CIF value of imports subject to 

customs duties, except fruit and vegetables. 

As there is no customs duties item in table 6 it is be-

lieved collections of this tax appear under two separate heads 

"consumption tax0 and "fuel tax". Revenue from b oth the se items 

totalled JD 260,077 or 31 percent in 1953/54 of total current 

revenues. This tax together with the preceding Buildings and 

Lands Tax are the most important source of municipal taxes. 

(c) Transport Licence Fees: Out of the revenues collected by 

the Central Government on ownership and driving of vehicles, 35 

percent of total is alloted to municipalities. In 1953/54, the 

amount was JD 8,647. The apportioning of this tax and the pre-

vious one among the various municipalities is determined by the 

Council of Ministers upon the recommandation of the Minister of 

Interior. 

(d) Fresh Fruit and Vegetables fees: A fee on the sele of 

fresh fruits and vegetables brought to public markets is col­

lected from the seller at rates varying with different munici­

palities. The Amrnan municipa!Jty imposes the following rates:1 

1 
Officia~ Gazette, No.l223, 3 April 1955 
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5 fils on fresh fruits and vegeta bles weighing between 
5 to 10 kg. 

20 fils on fresh fruits ana vegetab1es weighing over 
10 to 50 kg. 

40 fils on fresh fruits and vegetables weighin&~: over 
50 to 100 kg. 

400 fils on fresh fruits and vegeta bles weighing over 
lOO to 1000 kg. 

This fee which is generally co11ected through tendering 

amounted to JD 51,933 in 1953/54. 

(e) S1aughter-house fees: All 1ivestock must be slaughtered 

in proper slaughter ho ~_:_ ses provided by the municipality so that 

they may be inspected. A fee is collected through tendering 

which varies with municipalities. The Amman municipality im-

poses the following ra t-.es for various services provided in this 

connection. 

Sheep and goa ts 
Lambs 
Cows 
Pigs 
Oxen and camels 

Tax ra te in fils 
per head 

175 
100 

1,040 
1:,050 
1, 550 

An inspection fee of 10 fils, is collected on avery 

kilogram of meat brought from outside for sale in the Amman 

municipal area. In 1953/54, collections amounted to JD 16,960. 

(f) Auctioneerin g Tax: The municipality levies this tax on pur­

chases of movabl e property, including fruit and vegetables sold 

by auction within the municipal boundary at the rate of 3% of 

the final bid . This tax is paid by the purchaser. 

All sales by auction are conducted through auctioneers 

appoint ed by the mayor. At the beginning of every fiscal year 

the municipality lets by public auction to private bidders the 

right of collection of this tax against payment of a lump sum to 
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'iABLE i 

MUNICIPAL RECEIPTS 
( JD) 

Taxes collected by Government 
Lands and buildings tax 
Consumption tax 
Fuel tax 
Transport licencing tax 

Fees collected through Tenderinga 
Fees for sale of fruit and 
vegetables 

Fees for sale of animals 
Slaughter-house fees 
Rent of municipal property 
Other fees 

Taxes and fees collected 
by Municipalities 
Trade and industries fees 
Building fees 
Entertainment taxes (cafes, 

cinemas etc. ) 
Peddler' s fees 

Water and electricity 
Water 
Electricity 

Va rio us revenues 
Education taxes 
Fines 
Collection of arrears 
Other revenues 

TOTAL CURRENT REVENUES : 

Loans and Subsidies: 

GRAND TOTAL: 

1951-52 1952-53 1953-54 

298,435 
76,923 

101,'703 
114,396 

5,384 

111,025 

41,529 
7,650 

17,575 
9;816 

34,445 

32,934 
22,584 
7,279 

1,324 
1,747 

133;896 
125,583 

4,622 

106,080 
11,375 

1,081 
2, 923 

90,701 

682,370 

215,660 

391,643 
105,196 
119,332 
149,952 

6,579 

143,436 

47,214 
7,085 

17,453 
10,582 
62,102 

30,620 
17,137 

9,657 

1, 534 
2,292 

149,050 
138, 21 2 

5,350 

86,646 
13,222 
1,201 
6, 223 

66,000 

801,395 

347,592 

392,236 
115,590 
113,624 
146' 453 

8,647 

128,172 

51,933 
8;162 

16,960 
12;362 
38,735 

41,810 
22,913 
15,027 

1,809 
2,061 

170,933 
156,770 

8,432 

130,975 
14,655 
1,364 
3, 869 

111,087 

864,126 

103,678 

898,030 ~148,987 967,804 

SOURCE: from the Department of Statistics. 
Bulletin of Economie Deve1o ment, 

p.189. 
NOTE: A s imila r breakdown of municipal receipts for la ter years 

is not available. 
aThat is, the municipality auctions off to private bidders 

the right to collect these taxes in return for payment by the bid• 
der to the municipa11ty of a lump sum. The municipality receives 
the lump sum bid by the successful bidders and the bidder then 
receives the taxes he collecta. 
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the municipality by the successful bidder. Receipts shown under 

this tax are the sums paid by the successful bidders and appear in 

table 6 probably under •other fees" collected through tendering. 

Taxes collected by the successful bidder are retained by him. 

This type of_ tax farming known as nTalzimn was the normal system in 

Ottoman days. 

(g) Fines: All fines collected by the government on traffic, sani-

tary and municipal contraventions are transferred to the different 

municipalities in a proportion dete~mined by the Council of Minis-

ters upon the recommandation of the Minister of Interior. The 

proceeds from this source are miner and are classified in table 6 

under the general head:ing 11 various revenuesn. 

(h) Al-Ma 1 a ref Tax or Education Tax: This tax was levied on occu-

piers of urban houses at varying rates ranging from 1 to 3 percent 

of the annual net rental value. The revenue then collected in 

East Jordan was pooled in a special nMa 1 aref FundD which the Min-

istry of Education used for educational purposes. In West Jordan 

collections went directly to the municipa1ities and were spent 

directly by them. Revenues from this tax were small, amounting to 

JD 14,655 in 1953/-A. The new municipal law No.29 of 1955 has 

abolished this tax. 

(i) Animal Tax: This tax was levied on the sel1ers of anirnals 

in the markets and was co'llected through tende ring. The ra te was 

set for each animal as follows: 

She ep and goa ts 
Sheep and goats under 1 year 
Donkeys 

Tax rate 
fils t~r 

Cows, herses, mules, camels & oxen 
under 1 year 

5 
20 
80 
40 

in 
head 
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(j) Other receipts: In addition to the above taxes and fees, the 

municipalities collect fees directly from various sources such as 

entertainment bouses, peddlers, builders' licences and businesses 

for inspection. Municipalities may levy special taxes on property 

whose value was enhanced as a resul t of opening up roads and the 

development of other community facilities. 

Fina11y, many municipalities undertake to provide water and 

e1ectricity tot he inhabitants against payment of a subscription fee. 

(k) Loans e.nd subsidies: Recently, there has been a number of 

1oans made to municipalities by the Treasury, the Ottoman Bank, 

the Deve1opment Board and the ICA Mission. All of these 1oans are 

used to finance developmenta1 projects. The Treasury extended 

JD 100,000 on June 15, 1950 to the Amman Municipa1ity for a period 

of 5 years·at 2 percent. Repayment was to t e in ten equa1 instal­

ments beginning 1953/54. Up to this date (March 1957) the Amman 

Municipa1ity has not repayed any principal or interest on this 

1oan and the Treasury, it seems, has not pressed for repayment. 

A1though article 3 of the loan agreement gives the Ministry o~ 

Finance the right to deduce due instalments from the taxes and dues 

collected on behalf o~ the Municipality, the Ministry bas not ex-

ercised this right. 
Bamk 

Loans provided by the Ottoman/are guaranteed by the govern-

ment and are from 5 to 8 years with interest 1 percent higher 

than the discount rate of the Bank of England. The minimum rate 

is, however, 4.5 percent. 1 

a 
The Development Board extended/JD 50,000 loan to the 

1IBRD, op.cit., Vol.III p.495. 
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Jerusa1em Mun1cipa1ity under its nvil1age and Jerusalem City loans 

scheme" to expand the City's water supp1y.l 

A non-official source of credit has been the ICA Mission 

which made "community 1oansn for civic improvements on long ter.m 

basis and free of interest. Through June lm56, 39 loans were 

2 advanced amounting to JD 78,000. 

Total loans owed by municipalities to these bodies as of 

31 March 1955 amounted to JD 601,766 - a sum considered by the IBRD 

Mission as not excessive.3 Loan charges were estimated at 

JD 127,000 in 1954/55 which represent an annual financial burden 

of about 14 percent of total ordinary municipal revenue. 4 

2. Expenditures: 

Table 7 shows a breakdown of municipal expenditure. The 

list of items is divided into ordinary and extraordinary. The 

ordinary are all non-capital and of a recurring nature. In 1953/54, 

4 out of the 39 municipalities, namely, Amman, Jerusalem, Nablus 

and Irbid accounted for 60.5 percent of total ordinary expendi­

tures; while Amman alone accounted for 26 percent.5 Of total 

municipal expenditure in 1953/54, 63 percent were ordinary while the 

remainder were extraordinary. 

In 1953/54, of total ordinary expenditure, 17 percent were 

on administration, 19 percent on public works, 14 pe rcent on health 

1see pp.l43-144. 
2 See p. 58. 
3Ibid.p.496. 
4 

Ibid.p.496 
5 

UNRWA, Quarterll Bulletin of Economie Development,No.13 
(Beirut, April 956) pp.!92-193. 
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and education services and 15 percent on water and electricity 

supply. Most but not all extraordinary expenditures are for 

development. The 8 other~n under extraordinary expenditures in 

table 7 are non-recurrent but not of developmental nature. Of 

total municipal expenditure in 1953/54, 32 percent were on devel-

opment. Such a sizable proportion of expenditure on development 

was possible malnly because of the availabllity of borrowing 

faci1ities and to a lesser extent because of some accumulated sur-

plusses. 

TABLE 7 

MUNICIPAL EXPENDITURE 
(JD) 

Item 

Ordina.ry Expendi tures: 
General Administration 
Public Works 
Heal th Services 
Water Supply 
Electricity Supply 
Education 
Debt Service 
Other Expenditures 

TOTAL: 

Extraordinary Expenditures: 
Deve1opment 
Others 

TOTAL 

GRAND TOTAL 

1951-52 

132:,402 
82,122 
83,796 
92,389 
18,613 
18,784 
17:,211 
73 1 296 

518,613 

370,056 
74 2 434 

444,490 

963,103 

1952-53 1953-54 

109,270 117,850 
84,843 129,298 
83,600 82,184 

145,929 77,887 
17,165 25,421 
14,861 11,662 
71,520 129,450 
65 1 738 114 1 811 

592,926 688' 563 

324,853 352,885 
1461929 411703 

471,782 394,588 

1,064,708 1, 083,151 

SOURCE: Unpublished statistics from the Department of Statistics. 
See also UNRWA, uarterl Bulletin of Economie Develo -
ment, No.l3 (Beirut, pril 1 5 pp.l92-l93. 

NOTE: No comparable figures are available for later years. 



CHAPTER VII 

EVALUATION OF THE FISCAL SYSTEM 

A. Evaluation of Budgetary Structure and Management: 

"A central government budget has two purposes: one is 

to serve as the major tool of executive management and le~is­

lative control and theother is to reveal information signifi-

cant to economie analysis and at the same time provide the 

framework for a policy of stability and development."1 In 

Jordan, the present classification of budget accounts indicates 

tha t i t bas be en styled to serve the firs t purpose. Li tt le 

attention was paid tot he problem of budgetary reform despite 

the fact that the country is in a frenzy of development. Con-

sequently, ·analysis of the affect of government activity on the 

economy as well as the plannin~ of programs becaœe difficult. 

The U.N.Department of Economie Affaira made general suggestions 

for budgetary classification and it is in the light of these 

that this appraisal is made.2 

The first thing that cornes to ones notice is the apparent 

lack of unity of the General Budget especially as far as part I 

and part III are concerned. On the expenditure side, it is 

desirable to divide the accounts between current and capital 

1u.N.Department of Economie Affaira, Bu~eta~ Struc­
ture and Classification of Government Accounts ew or~, 
February 1951), pp.3-4. 

2 U.N.Departaent of Economie J1fairs, Uudgeta~ Struc-
ture and Classification of Government Accounts (New ork Feb­
ruary 1951). A revised version of this study to be entitled 
Manual on the Classification of Government Account s, is under 
preparation by the same Department. 
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whatever the source of finance. 1 Economie and administrative 

considerations should be the criteria determining the classi-

fication of accounts rather than the source of revenues. 

The division into ordinary and extraordinary expenditures could 

be continued, but all orùinary exnenditures should coincide 

with current expenditures. This means that all non-develop-

mental expendi tures which are now classified as extraordinary 

should be put in a separate account under ordinary expendi­

tures. It also implies that certain non-capital expenditures 

now included in the D~velopment Budget s hould come under 

ordinary expenditures. 2 Omly if this classification is adopted 

could the total contribution of government to development be 

precisely determined. Military expenditures could be left 

in a separate r ac.COliDt . ~.:; & as they are. It is also desirable 

to hav e current expenditures divided into (i) purchases of 

goods and services (with a subdivis;on into wages and salaries, 

and p~yments for goods and services), (11) transfer payments and 

(111) subsidies such as losses incurred by the Cereals Board 

in maintaining the priee of wheat. This last suggestion does 

not necessarily imply that the present classificatioh on a 

l on t~e p~oblem of delineating the types of transac-
tionx, it is sup;gested that capital account should include 
not only 11 revenue producing" as sets but also ether govern.;. 
ment outlays that add to the country's assets. See, Ibid. 
pp.l4-l5. ----

2cf. IBRD, op.cit., Vol.III, pp.478-479. 
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departmental basis should be abandoned. Rather, a supple­

mental classification of exoenditures sho~ld be shown either on 

an aggregate basis or better on a functional basis. Capital 

expenditures, on the other band, should distinguish between 

(:1) revenue producing real -assets and non-revenue producing 

real assets, (il) transfera to private capital accounts which 

includes the purchase of lands and buildings and the advanc-

ing of loans, (lll) Loans and advances to other government units. 

The classification on the receipts side is even less 

satisfactory from the point of view of economie analysis. 

Part of the blame falls on the nature of the surtaxes. Re-

ceipts should also be broadly classified into current and capital. 

Current revenues should be sub-classified to show tax revenues 

and non-tax revenues. Tax revenues could be dividied into 

direct taxes and indirect taxes. Non-tax revenues should show 

(~) fees for services rendered and sales ' of goods other than 

of enterprises (li) profits of government enterprises (111) 

Profit from currency cover and interest of government bank 

accounts (iV) royalties from oil companies (t) other current 

income . Capital revenue should show (1) transfera from private 

caoital accounts such as recoveries of subscript:tons, repay-

ments of advances and loans and proceeds · from sale of state 

property CH) grante-in-aid (iii) loans from abroad. 

The U.N. Study on budgetary structure and classifi­

cation emphasizes the fact tha t "government accounts should be 
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comprehensive in order to present a complete pic ture o:f 

the financial program of the government."1 As far as this 

requirement is concerned, it seems that with the exception of 

very few cases all receipt's and disbursements of the Treasury 

are reflected in the General Budget. 

In view of the importance of the money supply concept 

as an indicator of inflationary or deflationary tendencies 

and of t he role plàyed by the government's cash position in 

influencing the money supply, it is suggested that the Reserve 

Fund account 2 be replaced with one showing the net change in 

cash and claims at the end of each fiscal year. This implies 

abolishing the present practice of delayin~ for six months 

after the end of the fiscal year the closing of accounts in 

order to permit the payment of obligations incurred during the 

fiscal year. Such transactions will have to be recorded in 

the current year and all unobligated appropriations would 

automatically lapse at the end of each fiscal year. 3 Obviously, 

the Government 's cash account should exclude any sums held in 

trust for ethers; s uch funds shoulà appear in a separa te account. 

1 U.N. op.cit., p.7. 

2Discussed in Chapter III, pp.78-79. 

3 IBRD, op.cit., Vol.III, pp.479-480. 
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As far as budgetary management is concerned it s eems 

that there are no serious shortcomings except for the complaints 

of the Audit Department concerning certain violations of the 

financial regulations and fraud. The gravity of these charges 

is not qu.ite clear. Should they prove to be serious enough, 

then one possible solution is to grant the Audit Department 

judicial powers to deal effectively with all contraventions. 1 

On the problem of budget presentation, it is useful that 

the budget law should show budget estimates for the coming 

year, revised estimates for the curr>ent year and closed accounts 

for the past year. A cash account should .be included showing 

the net cash and claims position of the government together 

with the Development Board and the Arab Legion, 2 

B. Evaluation of the Tax System: 

Jordanis tax system is naturally a reilection of its 

salient economie features. Jordan's economy, it was observed, 

is characterized by three basic features. The first is that it 

is an import economy dependent la rgely on foreign sources for 

the supply of its essentiel requirements. The second is that 

a large pa r t of the national product is derived directly or 

indirectly from agricultural activities. The third is that 

the acon omy is burdened by a large supply of id le labour from 

Palestine who are taken care of by UNRWA.. 

1 
See Chapter II pp.70-72, 

2Ibid., p.480. 



- 179 -

Eac"- of these features has left its imprint on the 

fiscal system. For example, from the first feature stems the 

government's heavy reliance on Customs Duties and Excise Duties 

from protected local industries. Closely connected with im­

porta are the taxes and fees collected directly from the com­

mercial sector. The second feature has not been taken advan­

tage of as much as the first. The yield from both the Agricul­

tural Land tax and the Animal tax is relatively low. There,is, 

thus, scope for improvement. 

The last feature, the economie burden caused by the in­

flux of Arab refugees from Palestine, was largely mitigated 

through foreign assistance. Since conditions are not much 

better todaj than they were 10 years ago, it is incumbent upon 

Jordan that it seek foreign aid if a general collapse of the 

economy is to be avoided. 

Any evaluation of the tax system or, for that matter, 

the whole fiscal system is ha~pered by the lack of basic stat­

istical data such as consumption patterns and income distribu­

tion. Even where statistical information is available, it is 

usually highly inaccurate as for exemple the national income 

study for the years 1952 to 1954 which bas never been published. 

For these reasons only generalizations and speculative conclu­

sions could be given which may shed sorne light on this highly 

precarious fiscal system. 

By fa:r the greater part of the public revenues repre­

senta collections by the central government. Collections by 
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municipalities, as mentioned earlier, accounted for only a 

fraction o.f total gov8rnment receipts. 

Total receipts of the General ~udget amounted to 

JD 17,667 million in 1954/55. This is 52 percent higher than 

in 1950/51. The outstanding characteristic of the composition 

of receipts is the substantiel amount of foreign aid which in 

1954/55 was 58 percent of total receipts. As regards domestic 

receipts, out of a total of JD 7.495 million 67 percent con­

sisted of tax revenues. 1 Table 1 shows per capita income 

and tax burden for Jordan, Syria, Lebanon and Iraq, all of them 

underdeveloped countries. The comparative figures show that 

Lebanon enjoyes the hlghest per capita income and Jordan the 

lo v.,est. The total pe r capit~ tax burden was also h i ghest in 

Lebanon and lowest in Jordan. Iraq and Syr.ia which have almost 

the same per capita income show similar total per capit a tax 

burden. The low percenta : e of taxes to income in Lebanon in-

dicateé that the government's share in t he economy is quite 

low. In Jordan, the percentage of taxes to income is low too, 

but tax revenues are supplemented by considerable foreign aid, 

A more accurate picture of the governments participation in 

the economie life of the country is reflected in the ratio of per 

capita expenditures to per caoita income. For Jordan, this 

ratio was 33 percent in 1954/55. 

1Tax revenues as used he re in elude not only the direct 
and indirect taxes classified in Chapter IV above, but also 
certain fees which are shiftable. ' 
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TABLE I 

PER CAPITA INCOME AND TAX BURDEN 
{in u.s.$) 

Jordan Syria Le banon 

Per capita incarne 
Total per capita taxes 
Total taxes as percent 

of incarne 

100 
10 

10 

121 
15 

13 

315 
26 

8 

Iraq 

120 
15 

13 

SOù~CE: Figures for Syria, Lebanon and Iraq from UNRWA 
QuarterlA Bulletin of-Ecoriomic Development, No.l3 
(Beirut pril 1956) p.XXl. 

NOTE: Figures for Syria and Le banon re fer to cal en dar yea r 
1955. Income estimate for Iraq refers to 1955 but 
tax figures are for fiscal year 1954/ 55. Income 
estimate for Jordan refers to 1954 but tax figures 
are for fiscal year 1954/55. 

1. The Effect of the Tax System on Business: 

The effect of the tax system on business cornes about 

through a group of taxes and fees like the Trades licences 

fees, Transport licences fees, Driving licences and Registra­

tian fees, Revenue Stamp tax, Registration of Companies fees, 

Trade Marks Registration fees, Selling of Alcoholic Beverage 

licences fees. Sellinf; of Tobacco licences fees, and Import 

and Currency licences fees. 

All such taxes and fees are business costs and are 

likely to affect priees a nd hence volume of sales. Sorne of 

them like t h e various licences fees are on an annuel basis 

anà vary with the type of business, while othe rs like t he Re­

venue Stamp tax vary wi th the volume of business. Their inci­

denc e canno t be deter.mined, but they most likely are liable to 
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fall on the ultimate consumer. Their present yield is rela-

tively small and the IBRD Mission made suggestions with respect 

to the Revenue Stamp tax. 1 The Mission recommended that stamp 

duties on checks and commercial bills be either abolished or at 

least lowered so as to promote deposits with banks and develop 

credit on a discount basis; also stamp duties on property 

titles, applications for tenders and cinema tickets should be 

raised. 

More important taxes entering into business costs are 

those levied on commodities used by business. They include, 

Customs Duties, Excise Duty on alcoholic beverages, Excise 

Duty on tobacco and matches, Inspection fees on imports, Extra 

Duty on imports, Air Force tax and National Guard tax. While 

the yield of these indirect taxes is substantiel, it is diffi­

cult to determine what propo~tion is consumed by business as 

against the household sector. Furthermore, it is not known 

with any certainty, to what extent they impede production and 

penal ize the domes tic produce r. It may be ob se rved, howeve r, 

that certain domestic industries, producing arak, alcohol, 

soft drinks, cigarettes, matches and cement, which appear to be 

heavily taxed are compensated by complete prohibition of imports. 

Similarly, the tariff law provides protection to some domestic 

industries in the form of high tariff rates. With such protee-

tion from foreign competition, the taxes tend to be largely 

shifted to the ultimate consumer. However, this should not impl;y 

1 
~., p.487. 
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that businesses are not affected by indirect taxes. Such taxes 

affect costs, priees, volume of sales and, therefore, gross pro-

fits. 

On the positive side, the tariff law includes measures 

to raise production by exempting from duty such importa as 

agricultural and industrial machinery, raw materiels, fuel 

oils, fertilizers, insecticides etc. Further, the •Law for the 

Encoura i:;ement and Guidance of Industry11 exempts certain listed 

but non-existing industries from customs duties and all suœ'Charp;es 
1 

on imports; and exempts their products from export duties. 

Finally, business is aff ected by direct taxation of 

profits and income. These taxes include, the Income tax, the 

Urban Buildings and Lands tax, the Ag ri cultural Land tax, the 

Animal tax and the Social Services tax. In order to assess the 

nature of the burden on business, a brief analytical discussion 

of these taxes follows. 

The Income tax does not distinguish between the taxation 

of business income and private income, although it makes a 

special provision for income from companies. In the final ··­

analysis, however, it seems that this differentiel is applicable 

both to non-resident companies and to foreigners who may own 

shares ih a Jordanien c o _pany. I t is not poss i ble to cal culate 

the proportion of the tax from business income and from pri­

vate income since both are lumped together. The Income taxis 

1s ee p.32 f or a list of these industries . For further 
privilege provided by this law see below. 
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generally light on account of the generous deductions per­

mitted. One of the incentives for risky undertakings is the 

provision allowing the carrying forward of lasses for a six­

yea r period. 

Non-compliance particularly by businesses was wide­

spread and contributed to lower yields. The IBRD Mission in 

its report indicated that the Incarne tax yield failed to rise 

sufficiently with the rise·in incomes. It, therefore, recom­

mended certain measures to correct the situation. These in-

elude the improvement of the administration machinery; taxes 

paid on urban and rural property should not be offset a gainst 

Incarne Tax liability; and agricultural income should be taxed 

in accordance with Income tax law. 1 

The Urban Buildings and Lands tax, likewise, does not 

distinguish between business property and private property in 

municipal areas. Business property in rural areas (outside 

municipalities) are sub ject to half the tax rate imposed in 

urban areas. Since mo s t property is used for non-business 

purposes, it is log ical to assume that a grea t er proport i on of 

this tax falls on non-·.Jus iness prope rty. To improve the yield 

of the Urban Buildings a nd Lands- tax, the I BRD Mission suggested 

tha t reassessment of properties sh ould be undertaken e very 3 

yea rs instead of avery 5 years and that the ra t e on vacant 

urba n land should be considerably raised ove r t he present rate 

of 5 percent of the assessed annual net rental value. The 

suggèsted rate is between 15 percent and 20 percent and is 

l 
Ibid., Vol.IIK, pp.484-485. 



- 185 -

meant to discourage land speculation and at the same time act 

as a levy on capital gains.l An imperfect alternative for 

taxing capital gains from land speculation is to raise the Land 

Registration fees. 

To foster certain types of yet non-existing industries 

essential for the economy, the "Law for the Encouragement and 

Guidance of Industry" exempts these industries from the Income 

tax, the Social Services tax and the Urban Buildings and Lands 

tax, for the first three years from the start of production and 

the reduction of these taxes to 50 percent in the two succeed-

ing years. These exemptions are a direct subsidy at the ex-

panse of the budget. 

Another direct tax on business is the Agricultural 

Land tax levied on the productive potentiel of the land. 

Therefore, it penalizes those landlords who make uneconomic use 

of their land or keep it dompletely idle. On the other band, 

the tax rates seem to be light, specially as far as the few 

large land owners are concerned. Since agricultural income 

is not taxable under the income tax, large landowners who earn 

large incomes from agriculture escape with but a light tax 

payment. In this respect those affected enjoy an advantage 

over those in other types of occupations. The IBRD Mission 

estimated the yield of the new tax law to "be less than 1 percent 

of the gross value of agricultural production, so that the rate 

can be increased without adversely affecting production.n2 

1 Tb:ld., Vol. III, ' p. 485. 

2 
Thio., p. 486 
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They recommended, therefore, the gradual increase of the rates 

so that yield will be about 6 percent of the gross value of 

agricultural production. Small fanners earning subsistence 

income should be privileged with total or partial tax exemp­

tion depending on m~nimum subsistance requirements of land. 1 

The Social Services tax is just a surcharge on the Ani­

mal tax, the Agricultural Land tax, the Income Tax and lm­

ports subject to Import Duty. Its burden, therefore, depends 

on the extent that i t rai ses the ra tes of the se va rio us taxes. 

It is, perhaos, less complicating if these surchargesa re added 

to the original tax. 

The Animal tax is rather modera te but could not be 

raised significantly for fear of increased evasions. It could 

be considered proportional since the rate is specifie per head 

of animal. The IBRD Mission suggested the raisine the rate 

on goats to 150 fils per head and lowering that on sheep to lOO 

fils per head. 2 The reason for this is obviously the substi-

tution of sheep for goats which are a menace to forests. 

2. Effect of the Tax System on the Consumer: 

It seems from the foregoing that the ultimate con­

sumer bears the brunt of the burden of the tax system. While 

this state ment could not be supported statistically, y8t there 

are very good reasons indicating that this is so. In order to 

measure the equity of the tax system, it is significant to cal-

culate the over-all tax burden for consumers at different 

income levels and in different occupations. With existing 

tax 

1 Ibid., 
2 
~., 

ra. tes. 

p.486. 

p.487. See also p.94 above for existingA:.n'imal 
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statistical data this is not possible. But following the ana­

lytical description made on the nature or each individuel tax, 

it is not far from the truth to conclude that the tax system 

tends to be regressive and therefore fall~ more heavily on the 

lower income groups, though perhaps not on the lowest. This 

conclusion is supported by the following arguments. First, a 

large proportion or tax revenue cornes from indirect taxes. 

Thus, total domestic taxes in 1954/55 amounted to JD 5.058 

million or whlch JD 4.165 million or 82 percent were indirect 

taxes. The bulk or the indirect taxes were shown to be composed 

of customs duties, surcharges on importa and excise duties. 

These major indirect taxes are levied on commodities of general 

consumption as well as luxuries. But since consumption or lux­

uries is limited to a very small rich class, they contribute 

a small share to indirect taxes. There is no doubt that the 

middle and lowe r in come cons ume rs who form the ove rwhelming 

majority or the population bear, through higher priees, a dis­

proportionate burden in relation tot heir income. Second, direct 

taxes are moderately progressive except for the Agricultural Land 

tax which tends to be regressive. In general, this moderate 

progressiveness tends to be more than offset by the large in­

direct taxes and to a lesser extent by evasions of the d i rect 

taxes, especially by those who can better afford to meet them. 

Third, the great inequality in income distribution is defini­

tely a repe rcussion of the tax system. The trend may be f or 

further concentration or wealth. Finally, the IBRD Mission 
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rightly indicated, that the DJordan tax system shows a rela­

tively limited response to changes in production" and hence 

income, if resort to levying new taxes and tax remissions to 

ag rieul turalists in poor c rop years a re both ignored. 1 

While such a behaviour is an indication of cyclical inflexibili­

ty of ths taxes, it also suggests that the tax system is not 

progressive. 

Beyond this general and tentative conclusion, it is 

difficult to go, except, perhaps, to qualify it by mentioning 

that any regressiveness in the system may be partly offset 

through the provision of fr~e services by the government. 

3. Effect of Government Expenditure on Business and the consumer: 

The gove rnment 's part ici pat ion in the economie li fe of 

the country is significant, thanks to foreign aid. The ratio 

of per capita expenditures to per capite income was shown to 

have be en 33 percent in 1954/55. Table 2 shows total go1.'·ern­

ment expenditure in 1954/55 by major services or functions. 

Thf.re are three outstanding facts which this table shows, namely, 

the disproportional expenditure on internal and external secu­

rity amounting to 61.7 percent of total General Budget expenditure 

in 1954/55; the relatively sizable expenditure on capital form­

ation amounting to 16.3 percent; and from the point of view of 

growth of national income,significant expenditure on health 

services, education services and social we1fare services, amount-

ing to 8.8 percent. 

In view of the foregoing, the affect of government expend-

1 Ibid., p.482. 
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iture on bysiness should be substantiel especially in an economy 

which lacks sufficient demand to generate full employment. 

TABLE 2 

GENERAL BUDGET EXPENDITURE IN 1954/55 
(.TD) 

Total Per Capite 

Administration a 1,279,262 0.8 
Social Services (incl. 

Health,Education & 
Social Welfare) 1,465,226 1.1 

Interna1·and External 
Secut-1 ty 10,216,035 7.2 

Economie Activity 90R, 256 0.6 
Capital Expenditure 2,691,386 1.8 

TOTAL: 16,560,165 

~Includes Justice. 

Percent 
of Total 

7.8 

8.8 

61.7 
5.4 

16.3 

100.0 

As a seller the government does not offer any important 

competition since it has no exclusive industries which it oper-

etes. Beyond certain public services such as health and edu­

cation it has not trespassed. Even in these, there are de-

ficiencies which have enabled private and religious institu­

tions to operate. It runs certain public utilities such as the 

posts, telephones and telegraphs, the railway and the Aqaba 

port. These functions are normally within the sphere of govern-

ment activity especially when there is an acute shortage of 

priva te capital reseillrces. Recently, the governmen t be gan 

promoting certain types of industries in cooperation with pri­

vate capital as part of a general industrial program. The 

operation of these industries is exclusively in private hands, 
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althoup;h the &;overnment is represented on the board of dirac­

tors. Since such industries have been granted monopoly power, 

the government fixes the priee of the products. These indus­

tries are of a type that dj_d not exist previously in Jordan 

and would most probably not have been established at thisstage 

without the government's promoting activities. As such they 

should offer no direct competition on existing industries. To 

the contrary sorne of them like the electric company and the pe­

t roleum refinéry a re suppos ed to prov ide external economies. 

The effect of government expenditure on the consumer 

spring3 from the fact that it is individuals, and not impersonal 

business, who reap the advantages and benefits of government 

services. Since Jordan spends each fiscal year over twice as 

much as it collecta from domestic receipts, it is obvious that 

the value of government services which individuals get is sub­

stantially greater than the priee they pay for them. Govern­

ment exoenditure have contributed to capital formation and to a 

rise in national income. Estimat es on the contribution of 

the private sector to cap~l promotion are not available but 

are believed to be much lesa than those of the government. 

In addition tot he provision of various services either 

free or at nominal cost, and to the small direct aid given 

to religious and charitable institutions, the government 

provides employment (excluding the army but including the 

police force) for a bout 5 percent of the labour force. The 

government's salary scale is comparable with tha t of the private 

sector except for certain types of skilled occupations and 
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professions whe~the government rates are lower. This dis-

pa ri ty caused the t ransfer of employees in this ca tegory from 

government employment to private employment either in Jordan 

or in neighbouring oil rich countries. It has also àeprived 

the govornment of the service of able professionals and tech­

nicians which the government badly needs to assume the responsi­

bilities of its expanding functions. 

C. Economie Development and Fiscal Policy: 

Durin .'; the three decades of Jordan 1 s existence as a 

state, fiscal policy aimed at financing developmental invest­

ments v,•as not known. There are at least three reasons for this 

lack of int r: rest in promoting economie development. First, the 

co tmt ry was gene rally self-sufficient and the people we re primitive. 

They had little need beyond the rudimentary requirements of 

simple livL ;_g. Seconù, national economie awakening was com-

pletely absent. Thus one of the essential factors for economie 

growth was conspicuously lacking. Finally, the country is poor-

ly endowed with natural resources and did net, therefore, attract 

foreign interest~. 

Since 1948, however, economie and political conditions 

have dramatically changed, thus influencing government fiscal 

policy. The fiscal system is at present consciously used to 

pursue specifie objectives. These objectives revolve around the 

increase in the national product, employment of the surplus 

population acd the reduction of the country's dependance on 

foreign assistance. 
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In arder to pursue these objectives, the Government 

greatly expanded its expenditures on development and formu­

lated the Five Year Plan which was administered by the Devel-

opment Board. Table 2 shows that total government expenditure 

on development was JD 2.69 million or about 5 percent of nation­

al income. This is a remarkably high percentage since it does 

not include the investment of the private sector as well as 

those of the ICA Mission and UNRWA. 1 

In 1955, the government invited an IBRD Mission to 

visit Jordan and study its economie potentialities and advise 

it on a long-range development program which will fulfil its 

object:tves. In response to this request the IBRD sent a Mis-

sion _ which visited the co'--l.ntry from Ivïarch 1955 thro ugh July 

1955. A draft report has been submitted to the government 

embodying a ten year plan of development beginning 1955/56 

thro~gh 1964/65. 2 As table 3 shows, the plan envisages a 

total capital expenditure by the Central Government in the 

ten year period of JD 37,790,000. These estimates exclude 

appropriations for the Potash plant and the Jordan Valley irri­

gation pro je ct. 

The Central Government capital expenditure prop:ran 

shows a heavy bias towards agriculture and communications. 

1In 1954/55, UNRWA spent JD 694,000 on rehabilitation 
projects and JD 514,000 on education. The ICA Mission contri­
buted, in the same year, JD 2,691,000 which includes salaries 
and capital expenditures; actual expenditure out of this con­
tribution is not available. See UNRWA, Bulletin of Economie 
Development (Beirut, July 1956), table r:-p.l2i. 

2 
The draft report is in 3 volumes, volume I is a sum-

mary; volume II and III are the main report. 
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TABLE 3 

TOTAL PROGRAM OF PUBLIC CAPITAL EXPENDIT GRES 
(JD 1 000) 

ITEM Total for ten yea rs 
from 1955/56- 1964/65 

Land Use 17,155 
Mines and Minerals 2,390 
Industry 1,045 
Transport & Communications 
Eduaation 2,003 
Health 640 
Housin g 1,000 
Administrative Building:s 600 
Other 1,500 

TOTAL: 3'7,7~0 

Percent 
Total 

46.4 
6.3 
2.6 

5.2 
1.6 
2.6 
1.4 
3.9 

100.3 

SOLRCE: IBRD, The Economie Dev RloPment of Jordan, (draft, 
vecember 1956) Vol.III, p.502, table 1. 

of 

Thus 46.4 percent of total ca. pi tal expendi ture a re for a t:; ri-

cultural purposes and 30.3 percent are for communications. 

The emphasis on agrieultural activities is justified on the 

grounds that lan d is the main na tural resou rce in Jordan and 

that a maiority of the population is direetly engaged in 

ag rieul ture. As to communies. ti ons, the e ountry is poorly pro­

vided a.L à the seve rance of ties wi th Palest i ne necessitated 

the diversion of the main arteries of conrrnunications in other 

di rections. 

In addition to the above capital exoenditures, the Mis-

sion estimated that current expenditures of the Central Govern -
1 

ment durlng the t en year pe riod will amount to JD 72,980,000. 

1
I bid., p.503, table , 2. This estimate excludes mili­

tary expenditures which the Mission assumed to continue to be 
the r e s pons i o ili ty of the U .K. or sorne othe r foreign country. 
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Thus total contemplated expenditure, both current and capital 

is JD llO, 770,000. 

The development program of the Central Govemment out-

1ined above is to be supp1emented by a much smaller one by 

munie ipali ti es. 1'otq_l estima ted exp en di tures by municipali ties 

thus amount to JD 15,305,000. 1 

The financing of this buge program will have to come 

from 'coth domestic and foreign resourceli. In the initial 

sta :' es of the program foreign borrowing will be quite heavy 

and will taper off to an almost negligible amount towards 1964/65. 

The reduction of dependance on foreign assistance achieved by 

1964/65 will be made pos s ib1e by rising internal revenues 

res ul ting from the exp en di ture program. 

The government has so far not resorted to internal 

borrowing. In view of the substan tial sums needed for devel-

opme ntal purposes, it seems prudent that the government should 

begin paving the wav for a mobilization of private savin.s for 

public investments. At present domestic borrowing is handi-

capped by two factors: the absence of a capital market and the 

absence of financial institutions specialized in mo~i1izing 

sav:ings. As a start the IBRD Missi on recommended that the govern-

ment should experiment on a postal saving s s ystem to beg in in 

Amman and 1 at er extended to other towns and villages. In the 

field of bond issue the government should experiment with 

short-term bonds from three to five years, so as to give the bonds 

1 Ibid., p.515, table 6. 
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some measure of liquidity. Although these measures may not re-

sult in substantial funds being mobilized, yet they a re essen-

tial to establish confidence and start a capital market func­

tioning.1 

Tt should be pointed out, however, that the Mission 

assumed military aid from abroad will continue to be forth-

coming even after the ten year period. This means in fact 

th2t t he Jordan economy ?annot afford s uch heavy mill tary 

expenditures at any time. Another important reservation made 

in the Report is that, while this program will assist in secu-

ring Jordan's economie independance, "it will not be possible 

to provide a livin g from the country's own resources for the 
2 

population that ••• can be expected in 1965. For this reason, 

the Mission concluded t hat 11 continued extemal assistance for 

the support of refugees will be necessary. n3 

1For more details, see Ibid., p.488-490. 

2Ibid., p.505. Assuming the present natural increase 
and excluding emigration. 

3 
~·, p.522. 
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