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public debt and unemployment remained high, and Jordan maintained dependency
on foreign aid and expatriates’ remittances.

Jordan’s accession to the World Trade Organization (WTQO) in April 2000 had a
major impact on the country’s economic legislation. Laws such as the Customs
Law, Investment Law, Income Tax Law, Competition Law, Public-Private-Partnership
Law, and many others were all changed to match the requirements of the WTO in
response to becoming a member of the WTO. Other regulations were imposed as
part of the reform package required by WTO members. These regulations included
adjusting trade tariffs, renouncing exclusive franchises for some state-owned
enterprises, establishing free trade and industrial zones, and lifting or lowering
subsidies for some goods. Over 120 pieces of legislation were either revamped or
introduced within a relatively short time span (2000-2002). The speed of introduction
benefited from the fact that the Jordanian Parliament had been dissolved at the
time. Consequently, several new laws were issued as temporary laws, such as the
Competition Law — which was issued in 2002 as a temporary law and then confirmed
in 2004 as a permanent law.

The reforms failed to address social and economic issues. The last unemployment
survey conducted in the fourth quarter of 2017 shows that the unemployment rate
stands at 18.5%, reaching 36.4% for youth between the age of 20-24, and 22.8%
among university degree holders (bachelor’s degree and higher). By the end of
2017, gross public debt had reached JD27.2 billion, comprising 95.3% of the GDP.

Given that the government could rely on aid to pull out of a bad situation, and adding
to the fact that ministerial positions and cabinets are appointed, neither political
engagement nor NGOs were necessary for the Jordanian governance model.
Jordanian political parties can easily be described as hardly existent, and when they
do happen, they are weak and ineffectual. Aimost none of the political parties has an
agenda or framework by which to approach the issues systematically and provide
comprehensive and well-framed alternative propositions. Lacking in capacity, they
tend to move with the flow of public opinion in a reactive rather than proactive
manner and go by government decisions with little in terms of quality of analysis,
lobby techniques, or reach.

Civil society is also weak, with few royal NGOs dominating the socio-economic
dialogue. In the past few years, civil society organizations have had some movement,
albeit shy, to touch upon issues in connection with economic reform, yet they have
not had the means to influence policy or the decision-making process. The status
quo shows that previous and current economic reform lacks a clear constituency to
support it, as debate is typically limited to sporadic involvement of the chambers of
industry and trade, and the outcome is usually rubber-stamping government decrees.
It also shows that meaningful economic reform is being hijacked by powerful elites
to sustain the status quo that they themselves are benefitting from. As such, any
attempt to impose reforms that might be deemed unpopular is being undermined by
the public, knowing that previous reforms had failed to achieve the results hoped for.
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The first arrangement between Jordan and the IMF signed in 1989 was in response
to the economic crisis that hit the country as a result of falling aid inflows to the
country, mounting debt and running out of lending sources. The program extended
for two years (July 1989 — January 1991) with an agreed amount of US$60 million,
to be followed by IMF eight agreements with the most recent agreement signed in
2016, and conclude in 2019.

Starting from the late 1980s, Jordan was an early participant at the regional level
in the privatization drive. By the time Jordan signed its first agreement with the
International Monetary Fund (IMF) in 1989, the privatization movement had become
an international trend and was adopted by global institutions including the IMF, which
included it as part of its recommendations for Jordan to liberalize the economy. The
privatization effort resulted eventually in having 15 enterprises either fully or partially
privatized, and with the revenues from such sales generating around JD1.7 billion.

Privatization was met with significant frustration and skepticism from the public at
large. The decision to privatize public enterprises was taken at the top and was
based on recommendations from the IMF and World Bank, both of which were
unpopular, thus delegitimizing the decisions as impositions by outsiders that were
not consistent with national interests. Arguably, the privatization did not lead to the
shrinking of rentierism, but led mainly to cash inflows to the bureaucracy with little in
terms of economic impact on the competitiveness and business environment of the
country. The negative view of privatization was never improved, and it worsened at
times when some privatization processes seemed opaque and rushed.

In some cases, however, the privatization decision also stemmed from the fact that
many of the public enterprises had limited capacity to serve their beneficiary base
due to the fiscal constraints placed upon the bureaucracy as the government budget
went increasingly into operational expenditures (primarily salaries and pensions).
Examples include the Jordan Water Authority and the Amman Bus Corporation,
both of which used to provide what can be considered as public services. However,
these entities were unable to serve their target groups both effectively and efficiently,
thus making the privatization decision one of a national interest according to the
government.

Nevertheless, the privatization of public enterprises, which started under severe
economic conditions in 1989, was slow, selective, and uncoordinated. It wasn’t until
2000 that the Privatization Law (No. 25 for the year 2000) was issued, four years
after establishing the Executive Privation Unit (which later became the Executive
Privatization Commission) in 1996. Although privatization had a positive impact on
some sectors, where the additional follow-on capital FDI for privatized enterprises
between 2000 and 2007 have exceeded US$1 billion, and helped in creating over
25,000 new jobs in the telecommunications and IT sector, yet it failed to solve deep-
rooted economic problems; the government size remained large in terms of public
sector employment, and the private sector remained relatively small. In addition,



EXECUTIVE SUMMARY

Jordan’s economic policies are governed by its geopolitical situation. Reactive
policies to regional developments, the lack of natural resources, and economic
reform programs implemented under the auspices of the IMF and the World Bank,
especially in the past three decades, have shaped the economic orientation of the
kingdom.

Jordan has consistently been dependent when solving its economic woes on its
neighbors and allies, namely the Gulf countries and the United States, among
others. Foreign aid has always been available, albeit at varying levels, to buttress
the economic needs of an ever-growing bureaucracy. Some of the aid came with
conditionalities that typically emerged from the joint agendas of donors and the
government that did not necessarily address the development needs of Jordan and
encouraged the sustenance of Jordan as a rentier state.

In the past three decades, particularly since 1989, Jordan has engaged in economic
reform ala the Washington Consensus (International Monetary Fund--IMF, World Bank
and the World Trade Organization) that were aimed, at least outwardly, at liberalizing
the economy. However, a quick review of historical data and events would show
that Jordan attempted reform only when it was facing pressing or severe economic
problems or downturns as in 1989, when an almost financial meltdown ushered
democratic reforms and the return to parliamentary life; and in 2011 when the Arab
Spring uprisings erupted and threatened to spread into Jordan, which resulted in the
formation of a social and economic committee that quickly emerged with plans for
reform.

One characteristic of economic reform in Jordan is that it would coincide with a
looming or existing crisis; or as in some recent cases after the onset of a crisis.

To be added at the beginning of teh sentence. The reform dialogue and impetus
would be laid to rest in the good times when regional events created bonanzas for
the government and the economy such as in the mid-1970s, an era flushed with
petro dollars, and in 1991 when repatriated Jordanians from the Gulf in the aftermath
of the First Gulf War brought with them their savings and compensations.

Not only was reform put aside, but bad habits, such as a burgeoning public sector
aimed at enhancing loyalties in the good times through rentier modes of spending,
were exacerbated. The 1970s were marked not by sustainable growth but by
speedily rising government that led to continued government growth in the 1980s in
spite of the downturn in the fortunes of the Gulf countries. Indeed, 1989 was over a
decade in the making; signs were missed, and dire consequences emerged as the
government had to search for aid from the IMF.
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In recent decades, these financial institutions have focused their efforts, on the one
hand, on “liberalizing” domestic markets, adopting privatization policies which target
services and production, lifting subsidies on goods, reducing social services, and
adopting fiscal policies that place the greater burden on the poorer groups. On the
other hand, the financial institutions have facilitated lending for states and individuals
and therefore immerse these states and individuals in unprecedented deficits and
debts.

The study on the economic policies in Jordan is within our interest in taking a
scientific look at these policies and their results on the Jordanian economy and
the residents of Jordan. One of the advantages of Jordan — which makes it unique
among the periphery countries — is that its geopolitical location has made it one
of the biggest recipients of the results of shocks hitting most of the periphery
countries. Jordan had hosted thousands of refugees and displaced persons from
different countries and borne strong economic and social burdens, despite the fact
that it had received in return “financial aid” to cope with these additional burdens.
Nevertheless, its economic and social policies have been subjected to violent shocks
which have affected, and continue to affect, the socio-economic status of the state.
The study attempts to tackle this issue, analyze it, and shed light on its causes and
consequences.

The Rosa Luxemburg Stiftung Regional Office Palestine and Jordan is pleased to
present this study with the aim to benefit researchers and those interested in the
socio-economic situation in Jordan. We consider this study as a qualitative addition
to already available studies and analyses. We hope it can be used as a means to
develop economic and social policies that would address the needs of the poorest
and marginalized groups and an attempt to find economic alternatives to reduce the
dependence of countries in the periphery on the global capitalist center. Our hope
is that this study will highlight the ugly role played by economic policies as imposed
by the financial institutions in the world, including privatization and impoverishment
policies that target the majority of the people in favor of the most powerful factions.
We also hope that it gives birth to popular conscious and influential initiatives.

In conclusion, we have nothing but praise for the role of the researchers in producing
this study and for bearing the burden of going deep into the wilderness of the subject
to make it easier for those who want to continue carrying on the torch and the spade
to do more research. We thank all those who cooperated with the RLS and the
researchers who produced this study, which does not necessarily reflect the views of
the Rosa Luxemburg Stiftung or its sponsors.

Issa B&B Rabadi
Programme Manager

Rosa Luxemburg Stiftung Regional Office Palestine and Jordan
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FOREWORD

Global capitalism has consistently sought to establish its economic and political
control as part of an integrated hegemonic system that continues to dominate the
center and produce and export crises to the world at large .This characteristic,
inherent in the capitalist mode of production, is not linked to one stage of this
mode’s development, but is rather an imbedded feature in all of its stages; whether
industrial, utilitarian, or lending capital. Seeing that capitalism’s mode of production
is in the center (the “West”), it is evidently different in the periphery dominated and
subordinated by this center. Moreover, the capitalist system is aware that its “historical”
role as a class will not last long, and thus its attitude vis-a-vis the subordinate on the
periphery and in countries governed by patterns of colonial production mode is to
make larger gains in the shortest time possible. In this respect, this class does not
seek to maintain production or provide services but simply repacks or manufactures
consumer materials, which, ultimately, does not support a real productive economy.
Therefore, the capitalist system only seeks to develop its own productive capacity
in areas where there are big gains made with the least costs and in the shortest
time possible. Based on the above, there have been many recorded socioeconomic
battles related to improving the poor working conditions in general, such as raising
wages and ensuring minimum, fair and equal wages. These battles have been fought
between this demonstratively exploitative class vs. workers and the impoverished
people — the rest of the society.

With that being said, this conflict does not emerge from a vacuum but is rather a
culmination of the societal structure and political framework within the nation-state
and between states. A nation-state seeks to achieve the interests of the class that
shares its same interests —the local capitalist class— and which has interrelated
economic interests with global capitalism, especially in the center. The state
apparatuses enact special laws to protect and secure the interests of this exploitive
class, and they take the appropriate measures and make all efforts to ensure that this
situation remains as is. By its very nature, the state derives its “support” in continuing
to exercise control of capital. It persists with adopting socio-economic policies that
perpetuate this domination. Such policies do not take into account the interests of
the masses, and thereby widen the gap between the subordinating representatives
of the capitalist class and the rest of the impoverished society.

The capitalist center uses all means to ensure that periphery countries are in the orbit
of their economic policies. Thus, large financial institutions such as the International
Monetary Fund (IMF), the World Bank (WB), and the World Trade Organization
(WTO) are skillfully and professionally playing their role in “proposing” economic
policies and “helping” countries in the periphery to adopt socio-economic policies.
The intention is to achieve “development and well-being,” and, most importantly,
to guarantee that the political authority maintains its position as long as it plays the
role of scarecrow. If we look at the results of the “developmental” economic policies
adopted by the periphery and their catastrophic results — a fact acknowledged in
the reports of the financial institutions themselves — we can inevitably see that the
fundamental interests achieved by these policies are first and foremost in the interest
of global capitalism, and then of the domestic subordinating capital systems.
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