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The purpose of this dissertation is to study the 

planning and budgeting processes in Jordan to determine 

whether the findings of Caiden and Wildavsky about those 

processes in other poor countries generally are applicable 

to Jordan. An attempt is made to answer the research ques-

tions by comparing data from national plans, budgets, and 

expenditures during a fifteen-year period (1970-1984). 

In Jordan, as in other developing nations, the role of 

planning and budgeting is highly significant to the success 

of the country's hopes for development. This research 

tries to evaluate the role of planning and budgeting as 

policy instruments in the process of development in Jordan. 

The second focus of the dissertation concerns the pos-

sibilities and problems of assessing the impact of govern-

mental policies on development. Specifically, an assess-

ment is made to determine the impact of governmental ex-

penditures on development as evidenced in Jordan s gross 

national product during the last fifteen years. The fol-

lowing questions are addressed in order to examine the 



impact of government action on economic development. 

First, what are the impact and significance of government 

expenditures, as a combined measure, on the gross national 

product in Jordan? Second, which governmental expenditure 

areas provide the greatest contribution to an increase in 

the Jordanian GNP? 

Data for Jordan are compared with Caiden and Wildav-

sky's assumptions about planning and budgeting in poor 

countries, and conclusions are drawn about how planning 

and budgeting have influenced economic and social develop-

ment in Jordan. 
' ' ' / / / 
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CHAPTER I 

INTRODUCTION 

Since World War II the newly independent countries 

in what is sometimes called the Third World have faced ma-

jor problems of development. These poorer countries are 

confronted not only by economic problems but by problems of 

changing social and political systems as well. Conse-

quently, it is not surprising that national planning and 

budgeting for development have assumed key roles as policy 

instruments in these countries. Planning and budgeting 

processes in poor countries, however, have only recently 

attracted the attention of scholars, and few have fully 

examined these policy processes in Jordan.* The focus of 

this research is the planning and budgeting processes in 

Jordan and their influence on national development. 

Statement of the Problem 

As a new country in the twentieth century, the Hashem-

ite Kingdom of Jordan faces unusually severe challenges. 

In its present form the nation of Jordan was officially 

"An unpublished dissertation written by Fisal F. Mur-
rar, entitled "Planning Budgeting Relationship: Quest for 
an Integrated Contextual Model" (University of Southern 
California, Los Angeles, California, 1974), compared the 
United States' budgeting techniques with those utilized 
in Jordan. 



proclaimed in April of 1950. It incorporates the former 

kingdom of Transjordan, which had become an independent 

state in 1946, with the termination of the British mandate, 

and the portion of the Palestine Hills that remained in 

Arab hands at the conclusion of the 1948 war with Israel. 

The country is a predominantly desert land and is poor 

in natural resources. All but a small fraction of its 

97,000 square kilometers (37,500 square miles) are too arid 

for agriculture without irrigation, and water is extremely 

scarce. No deposits of coal or oil large enough for com-

mercial development have been found, nor have any metallic 

minerals been discovered. The most important mineral re-

sources in the country are phosphate and potash (3, pp. 3-7). 

The population of Jordan was originally composed of 

Bedouins, but, as a consequence of the wars with Israel, 

the kingdom's population was increased dramatically by an 

influx of refugees, many of whom had lost everything. The 

population of Transjordan in 1947 was approximately 400,000, 

and the resident population of the portion of Palestine 

later incorporated into Jordan was approximately 450,000. 

Then, during the 1948 war, about 480,000 persons entered 

this territory from the remainder of Palestine. They were 

granted Jordanian nationality and now enjoy all of the 

rights and duties of citizens, including the right to vote. 

This expansion in population, comprised of people who were 



culturally different from the original inhabitants, oc-

curred in a country that, as previously noted, has only 

limited land area suited for agriculture and few other 

natural resources. Few industries other than cottage in-

dustries existed in the kingdom at that time, and the 

established trade and transportation routes had been dis-

rupted as a result of the war. Jordan's annual per capita 

income of less than $100 was comparable to that of India 

and Pakistan, two of the poorest nations in Asia. The 

future of the kingdom during this period indeed seemed 

bleak (3, pp. 8-12). 

The hostility and uncertainty of the political environ-

ment further complicated the problems of Jordan. The con-

tinuing tensions and wars with Israel necessitated high 

military expenditures. Conflicts with the neighboring 

country of Syria and a disruption in 1970 further increased 

the degree of uncertainty within Jordan and seriously af-

fected its development. In view of these challenges, na-

tional planning and budgeting for development were impera-

tive in order to allocate the country's scarce resources 

in the most effective way possible (2, pp. 10-17). 

Purpose of the Study 

The purpose of this research is to study the planning 

and budgeting processes in Jordan to determine whether the 

findings of Caiden and Wildavsky (1) about these processes 



in poor countries generally are applicable to the specific 

case of Jordan and to attempt to assess the influence of 

governmental expenditures on national development. In 

1974, in their book Planning and Budgeting in Poor Coun-

tries (1) Caiden and Wildavsky attempted to explicate these 

processes in Third World countries. According to these 

authors, inherent conflicts exist between planners 

(spenders) and budgeters (controllers). Planning by its 

nature is oriented toward long-range goals and involves a 

rational model of decision-making; that is, alternatives 

are weighed to ascertain which of them best meets the 

goals set for the country. Budgeting, on the other hand, 

is concerned with balancing scarce resources and short-term 

needs. Budgeting decisions are seldom long range in na-

ture because of the uncertainty of the environment. These 

decisions, therefore, tend to be more incremental in nature, 

and the persons responsible for budgets see themselves as 

controllers of national funds. Revenue shortages cause 

budgeters to be managers of crises, and the worst thing 

that can happen to a minister of finance is to overspend 

available funds and then be unable to pay the bills. Con-

flicts between planners (spenders) and budgeters (con-

trollers) are almost assured, and most often budgeters are 

dominant in those conflicts. As a result, budgets and ex-

penditures often fail to follow national plans (1, pp. 

264-293). 



In 1975, in his book Budgeting: A Comparative Theory 

of Budgetary Processes (6), Wildavsky attempted to develop 

a comparative theory of budgeting by employing two major 

variables, wealth and predictability, to examine how the 

budgeting process functions in four different environments, 

which he classified as follows: a) rich and certain, b) 

rich and uncertain, c) poor and certain, and d) poor and 

uncertain. Figure 1 illustrates Wildavsky1s model. 
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Fig. 1--Wildavsky's model of environments and budgeting 
processes* 

"Source: Aaron Wildavsky, Budgeting: A Comparative 
Theory of Budgetary Processes (Boston, Little, Brown and 
Company, 1975), p. 12. 



According to this model, Jordan would be in the poor and 

uncertain quadrant (6, pp. 10-19). 

Caiden and Wildavsky formulated the following gener-

alizations about how the planning and budgeting processes 

function in countries classified as poor and uncertain.* 

1. Since revenues are unpredictable and may fluctuate 

greatly, estimates of revenues are kept low and estimates 

of expenditures are kept high by ministers of finance. 

2. The budget is made and remade during the fiscal 

year because of the fluctuation and uncertainty of revenues. 

3. Supplemental budgeting is common because of the 

inability to accurately forecast costs of essential needs. 

4. Payments for services and goods are frequently de-

layed because of cash-flow problems. 

5. Debts are large and floating. 

6. Investments are often postponed because of insuf-

ficent funds. 

7. Criteria for budget approval are mainly political 

in nature rather than technical, and political maneuvering 

is widely evident among departments regarding budgets. 

*Caiden and Wildavsky studied the budgetary process in 
the poor countries of Ghana and Uganda in Africa; Argentina, 
Chile, and Peru in South America; Indonesia, the Philip-
pines, Malaysia, and Thailand in Southeast Asia; and Ceylon 
and Nepal in South Asia. Unfortunately, they were unable 
to study Jordan or any other Middle Eastern country because 
of continuing hostilities in the region. 



8. Departments are less careful in preparing their 

estimates of needs because of the frequent changes in the 

budget and because of the dominance of politics in the 

budgeting process. 

9. Human resources are scarce, and a lack of manage-

ment talent greatly affects the budgetary process. 

10. Each governmental department and division attempts 

to obtain earmarked funds and to keep any surplus for it-

self (1, pp. 66-100). 

This study will attempt to determine whether Caiden 

and Wildavsky's generalizations are applicable to Jordan. 

It does not replicate Caiden and Wildavsky's study, however, 

for those researchers relied upon interviews and survey 

materials. The current investigation examines the planning 

and budgeting processes in Jordan and attempts to answer the 

pertinent research questions by comparing data from na-

tional plans, budgets, and expenditures during a fifteen-year 

period (1976-1985). This study also goes a step further 

than Caiden and Wildavsky's in that it seeks to assess the 

influence of governmental expenditures on national develop-

ment. 

Significance of the Study 

In developing countries, the state plays a major role 

in development because of the weakness of private enterprise. 
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But, even in developed countries, during the past fifty 

years the role of government has increased; and today, in 

wealthy capitalistic countries such as the United States, 

government plays a major role in economic and social de-

velopment. In developing countries, government has become 

the most important employer of the factors of production 

and distribution of goods and services, and it has assumed 

great significance in the process of modernization and de-

velopment (4, pp• 3-9). Indeed, in poor nations like Jordan 

individual business enterprises are unable--or unwilling--

to initiate coordinated programs of investment and develop-

ment sufficient to modernize the country. Under these 

conditions, government represents the only institution 

capable of providing outlays sufficient for development. 

To stimulate development, Third World nations have 

turned increasingly to national plans. When resources are 

scarce, planning is essential for deciding how best to pro-

ceed in development, and budgeting is essential for allo-

cating those resources. Both planning and budgeting, 

therefore, are significant policy instruments for develop-

ment, but they must be mutually supportive. The failure 

of national planning in many of the poorer countries has 

been in part caused by conflict between planners and bud-

geters. Uncertainty and fluctuations of revenues have 

frequently disrupted the best laid plans of Third World 
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countries. In Jordan, as in other developing nations, the 

role of planning and budgeting is highly significant to the 

success of the countries' hopes for development. Like all de-

veloping countries, Jordan faces problems in development with 

few resources in a highly uncertain environment. Thus, as pol-

icy instruments, planning and budgeting will play a major role 

in the process of development in Jordan (5, pp. 429-434). 

Methodology 

This dissertation embodies a double focus that re-

quires, to some degree, different methodologies. First, 

the actors and processes in budgeting and planning and 

their relationships are studied to determine whether the 

assumptions of Caiden and Wildavsky (1) are applicable to 

Jordan. A descriptive approach relying upon legal docu-

ments and other published literature such as the Jordanian 

constitution, statutes, and administrative reports was 

utilized to identify the actors and their powers. Corres-

pondence with key actors in the planning and budgeting 

processes, supplemented by telephone interviews, was used 

to help to provide an understanding of the legal and po-

litical relations between the actors as well as the tech-

nical operations of the system. Data from national plans, 

budgets, and expenditure records were compared to seek 

evidence of tensions and conflicts between spenders and 

controllers. In addition, the amounts of funds called for 
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in national plans were compared with the amounts budgeted 

to ascertain whether budgets have followed development 

plans. The research also investigated whether actual ex-

penditures were made in accordance with budgets and plans. 

Through such comparisons, an attempt was made to determine 

whether Jordan has had the same planning and budgeting ex-

periences as those described by Caiden and Wildavsky (1) 

in other poor countries. 

To assess the impact of governmental expenditures on 

national development, the second focus of this research, 

the investigation employed secondary data obtained from 

the Yearly Statistical Series (1964-1983), special issue, 

and the Monthly Statistical Bulletin (October, 1985), both 

published by the Central Bank of Jordan, which contain in-

formation on the Jordanian gross national product and on 

governmental expenditure areas compiled between 1970 and 

1984o In this dissertation, an examination of the rela-

tionships among four specific governmental expenditure areas 

was made. These four areas are the following: 

1. Transportation and communication services expendi-

tures, which include expenditures for building and develop-

ing primary and secondary roads in the kingdom, construction 

of railroad and port facilities, civil aviation and air-

ports, meteorological services, buses, wireless communication 

systems, postal services, telecommunications, satellite 

earth stations, and microwave networks; 
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2. Economic developmental services expenditures, 

which include expenditures for agriculture, manufacturing 

and mining, construction, electricity, and water; 

3. Social services expenditures, which include ex-

penditures on primary, secondary, and higher education, 

libraries, health services (including public health, hospi-

tals, and clinics), research, social development (including 

community development projects, programs for the handi-

capped, family and child care, and social centers), man-

power programs (including vocational training, nursing, and 

the like), municipal and rural social services, and housing 

projects; and 

4. Culture and information services expenditures, 

which include expenditures for cultural activities such 

as theaters, lectures, national documentation and informa-

tion centers, Islamic affairs and holy places, historical 

sites, tourism, television and radio, news agencies, 

computer centers, and statistical centers. 

The purpose of this study is to determine whether a 

government can promote economic development (as measured by 

an increase in gross national product) by quantitatively 

analyzing the following questions. First, what are the im-

pact and significance of governmental expenditures, as a 

combined measure, on the gross national product in Jordan? 

Second, which governmental expenditure areas provide the 

greatest contribution to an increase in the Jordanian GNP? 
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In order to address each of these issues, six empirical 

models are examined. 

The statistics utilized within each model include the 

following. To determine the bivariate association of each 

of the models, independent variables on GNP, the Pearson 

correlation coefficient (r) is employed. In order to identify 

the amount of variation in GNP explained by the linear combin-

ation of independent variables in each model, the coefficient 

of multiple determination (R2) is examined and interpreted. 

Having obtained a given R2, the F test is computed to ascer-

tain whether the relationship between this study's set of 

independent variables and the GNP is not zero in the popula-

tion (i.e., to test for the statistical significance of its 

departure from zero). The T test is also employed to iden-

tify which independent variable is statistically significant 

within each model examined. Anunstandardized regression co-

efficient and its associated standard error are displayed, 

in tabular form, for the independent variables examined in each 

empirical model. In addition, the Durbin-Watson test is 

utilized to determine whether the data collected from several 

time periods (i.e., 1970 through 1984) are autocorrelated. In 

a further attempt to improve the validity of the significance 

tests utilized in this study, a lag transformation procedure 

rescaled each of the independent variables (except year) to 

identify the model that maximizes the variation explained in 

the GNP. Each model is diagrammed and examined in Chapter VI. 
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Procedures for Collection of Data and 
Materials 

Data and materials pertaining to Jordan's national 

plans, its budgets during a fifteen-year period (1970-

1984), actual expenditures, sources of income, and indi-

cators of national growth were used for this research. 

Most of these data were found in published reports such 

as the Central Bank's annual reports, the kingdom's na-

tional plans, and government budgets. The sources of these 

materials are described below. 

1. All of the annual reports of the Central Bank of 

Jordan, its Monthly Statistical Bulletins, Jordanian de-

velopment plans, and other related official materials were 

acquired from Jordan. 

2. Data on expenditures and gross domestic produc-

tion were obtained from the United Nations' Yearbook of 

National Accounts Statistics. 

3. Data concerning commercial energy consumption were 

obtained from the Statistical Yearbook published by the 

United Nations' Department of Public Information in New 

York. 

4. Additional information and materials related to 

economic and social development in Jordan were obtained 

from the North Texas State University library and from 

other libraries through interlibrary loan. 
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Organization of the Dissertation 

This dissertation is divided into four parts. Part 

One comprises the introduction, presenting a statement of 

the problem, the methodology to be utilized, and the sources 

of the literature pertaining to planning and budgeting for 

modernization in Jordan, and Chapter II, which reviews 

the literature on development and modernization, the role 

of planning and budgeting as policy institutions in de-

veloping countries, and the assessment of governmental ex-

penditures with regard to development. 

Part Two of the dissertation—Chapters III and IV— 

gives a portrait of Jordan and describes the evolution of 

planning and budgeting institutions there. Chapter IV 

also explains planning and budgeting procedures in Jordan, 

notably the budgeting processes of making departmental 

estimates and budget preparation, including formal adop-

tion, budget execution, and budget auditing. 

Part Three—Chapters V and VI--evaluates the outcomes 

of the planning and budgeting processes in Jordan and the 

country's national plans and budgets to determine whether 

Caiden and Wildavsky's (1) generalizations about planning 

and budgeting in poor countries are applicable to the 

Jordanian situation. Chapter VI considers the possi-

bilities and problems of assessing the impact of govern-

mental policies on development. Specifically, an assessment 
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is made to determine the impact of governmental expendi-

tures on development of the gross national product. 

Part Four comprises the conclusion of the study. It 

compares the findings in Jordan with the research questions 

raised by Caiden and Wildavsky's (1) assumptions about 

planning and budgeting in poor countries, and it draws 

conclusions about how planning and budgeting have influenced 

economic and social development in Jordan. 
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CHAPTER II 

PLANNING AND BUDGETING FOR MODERNIZATION: 

A LITERATURE REVIEW 

Following World War II and the success of the Marshall 

Plan in reconstructing the nations of Europe, great en-

thusiasm arose for development in the newly emerging coun-

tries of the Third World (12, pp. 1-17). National planning 

came to be seen as the key instrument to stimulate develop-

ment. Internal demands for a better life, combined with 

external demands from donor nations, international banks, 

and other international organizations providing loans and 

grants, caused most developing nations to undertake the 

formulation and implementation of national plans (11, pp. 

4-6). In this period optimism was high that planning would 

lead to development, and the literature during the early 

post-war era reflected this optimism about national 

planning (36, pp. 3-20). 

Development and Modernization 

In time--and after a number of failures — it became 

evident that development was a much more complicated process 

than was earlier believed. In fact, it was recognized 

that the very term "development," although widely used, had 

17 
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no agreed-upon meaning. Indeed, some scholars called "de-

velopment" probably one of the most depreciated terms in 

social science, having been used vastly more than it has 

been understood. One of the difficulties of assessing the 

impact of governmental action in national planning is the 

problem of defining development. Development tended not 

to be discussed in total societal terms but, rather, to be 

segmented into phases such as economic, social, or politi-

cal development, with the first of these receiving the most 

emphasis. 

In recent years, the earlier optimistic view that 

there is a common road to economic development, as posited 

in Rostow's stages of economic growth (32, pp. 234-242), 

and that national planning is a policy instrument leading 

to development has given way to pessimistic explanations 

and prognostications by such writers as K. Raul Prebisch of 

the Economic Commmission for Latin America and other 

economists (6, pp. 6-10). Various scholars have assigned 

different meanings to the concept of development. Leading 

contemporary political scientist Samuel P. Huntington found 

that four conditions invariably were stressed in the po-

litical development literature, namely, rationalization, 

national integration, democratization, and participation. 

Huntington stated that these conditions lead to moderniza-

tion, which, in his view, is not necessarily the same as 

political or economic development (23, pp. 390-398). 
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The much broader concept of modernization has become 

the goal of national planning in recent years. Moderniza-

tion today is a concept which reflects changes that per-

meate all facets of life in a society. The process of 

modernization, as a concept, is meaningful only when con-

sidered in comparative terms, by juxtaposing traditional 

societies with more modern ones. Apter offers such a 

comparison. 

The modern social order is typified, for example, 
by its individuals showing initiative and mo-
bility, by its extensive educational opportuni-
ties, by its skilled manpower for industry, and 
by its dynamic social, economic, and political 
associations in which a high percentage of the 
population participates. The traditional order, 
on the other hand, is exemplified by rigidity in 
the hierarchy in which social, economic, and po-
litical life transpires, ascriptive attitudes, a 
simple and predominantly agricultural economy 
(4, pp. 43, 57, 58, 59). 

Between these two constructs of modern and traditional, 

a transitional situation develops in which the foundations 

of the traditional order are subjected to change. As tra-

ditional men and women begin to acquire a sense of self-

reliance and their orientations are extended beyond the 

family tent and village, new associations gradually emerge 

to cope with individual needs in a more complex environment. 

The transitional situation in which new values, new pat-

terns of life, and new institutions develop is a very com-

plex process that occurs over long periods of time and may 

even span generations (14, p. 494). 



20 

Modernization includes changes within all parts of the 

social order, including the psychological, sociological, 

economic, and political environments. Psychological change 

involves individuals' increasing awareness of their ability 

to control their own environments and alterations in the 

human psyche. In Rustow's words, 

Modernization denotes rapidly widening control 
over nature through closer cooperation among men. 
More specifically, the individual becomes inno-
vative, empathetic, values change, and the per-
sonality is altered, roles are varied with a 
division of labor, and new relationships are 
established with surrounding institutions (32, 

p. 3). 

Psychological changes apply to individuals, their per-

ceptions, and their behavior, whereas sociological changes 

affect groups of persons or segments of a society. Socio-

logical changes are linked to the development of educational 

programs, to altering communication systems, to urban mi-

gration, and to the conflicts emerging from diverse inter-

ests in society (19, pp. 4-18). Psychological and socio-

logical changes mark the beginning of transition from 

traditional life. The psyches of individuals undergo a 

transformation as they develop a sense of innovation and as 

their values and personalities change. Concomitant with 

this transformation is the fact that large numbers of 

people in a society are affected by the availability of 

education, expanding communications, and migration to 

urban areas. In sum, these changes cause the assumption 
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of new roles in one's personal life and create new sources 

of conflict in society. New demands on a traditional so-

ciety caused by the new desires and aspirations of its peo-

ple are difficult to satisfy because the society's capa-

bility to respond to the people's demands grows more slowly 

than the level of the demands themselves (23, pp. 33-55). 

As Huntington states, 

A gap develops between aspirations and expectations, 
want satisfaction, or the aspiration function and 
the level of living function. This gap generates 
social frustration and dissatisfaction. In prac-
tice, the extent of the gap provides a reasonable 
index to political instability (23, p. 34). 

The resolution of problems developing from psychologi-

cal and sociological changes is very much related to and 

dependent upon a transformation occurring within the eco-

nomic and political sectors of a society. Economic changes 

are fundamental to the process of modernization. They in-

clude the development of the productive, distributive, 

and consumptive capacities of the transitional polity. 

The most elementary way of measuring development is by 

examining the growth of real per capita income (3, pp. 42-

48). Increasing individual income is perhaps the most es-

sential ingredient in economic development. This increase 

is dependent upon many changes that take place during 

modernization such as the development of a wage and con-

sumption orientation, the provision by entrepreneurs of 

the stimulus for the flow of capital, an increase in 
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agricultural and industrial production, technical training, 

and the development of ancillary institutions to foster 

economic integration, such as national planning and bud-

geting institutions. Economic transformation is caused by 

many factors, not the least of which are socio-psychological 

and political changes. Thus, the realization of economic 

development is dependent upon governmental actions, the 

visible hand's exercising some degree of control over in-

flation and recession, economic diversification, the balance 

of trade, employment, welfare, and planning. Consequently, 

during the period of transition, the state can be expected 

to provide impetus for economic development (3, pp. 46-49). 

Political changes represent a transformation in the 

nature of politics. One of the more cogent descriptions of 

the term "development" is "political development," which 

means the way of ruling divided societies without undue 

violence (13, p. 17). A change in the political structure 

and the political culture of a society accompanies the 

process of modernization. The problem in the realm of poli-

tics becomes one of nation-building. Two principal obsta-

cles are encountered when an attempt is made to construct 

a viable political system for a society. A universal 

sense of national identity must emerge, and a way to inte-

grate diverse peoples must be found. Overcoming problems 

of identity and integration involves "creating coherent 
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political forces that can make meaningful a people's feel-

ing of association with its polity" (31, p. 16). This 

particular relationship is nurtured in an atmosphere where 

extensive participation occurs in the political process 

and where a common sense of political legitimacy, author-

ity, and efficacy develops. An institutional apparatus 

accommodating mobilized political forces and an ideological 

framework to provide congruence for political beliefs and 

action are necessary for political development. 

In summary, the traditional political process begins 

to give way to a modernized one, adapting to accommodate 

mobilized, secularized, and political individuals. Almond 

and Powell conclude that political development is a cumu-

lative process of role differentiation, subsystem autonomy, 

and secularization (2, pp. 299-300), accompanied by the 

political system's capabilities to regulate the behavior 

of the society, to extract resources from its environment, 

to distribute and redistribute materials and resources, and 

to respond to the demands of the population while maintain-

ing its own balance (35, pp. 32-33). 

According to the theory of modernization and develop-

ment, government in developing countries represents a sig-

nificant factor for development. Planning and budgeting 

as policy instruments are very important in determining 

the course of modernization. The work of Almond and Powell 
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(2) provides a useful theoretical framework for the current 

research since its basic focus is to examine the increase 

of structural differentiation and cultural secularization 

in the development of the administrative institutions for 

planning and budgeting in Jordan. 

The national planning process plays a key role in the 

course of modernization in that it helps to institutional-

ize a means for wider participation in the goal-setting 

processes of society and thus lends a degree of legitimacy 

to decisions for allocating, regulating, and extracting 

resources. Planning further leads to institutionalization 

of budgeting and spending processes in society. This 

change, in turn, stimulates processes for evaluation of 

governmental programs. 

Evaluation of National Planning 

National planning is of relatively recent vintage. 

Before World War II, the Soviet Union was the first country 

to practice systematic economic development planning, with 

its first five-year plan being adopted in 1929 (39, p. 4). 

The impact of the Soviet Union's planning experience on 

Third World countries was limited, partly because the 

majority of these countries were still under colonial 

rule at that time. After World War II, the Soviet planning 

model spread to the countries of eastern Europe that had 

come under Soviet influence and to China, thus yielding a 
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much wider range of experience from which the developing 

countries could draw (39, pp. 4-5). Furthermore, as these 

countries became politically independent, the opportuni-

ties for communication between them and the Soviet bloc 

increased (39, pp. 6-7). 

The Soviet approach offered a number of attractions 

for the newly independent states of the Third World. Plan-

ning in the Soviet bloc, as in the Third World itself, was 

seen as a way of bringing about radical social and economic 

change, although the type of change desired was not the 

same. Furthermore, the Soviet approach to planning was 

designed especially for use in countries with a high degree 

of state control over the economy. Many developing coun-

tries regarded such a degree of control as necessary and, 

frequently, desirable as a means of bringing about expected 

development (38, pp. 11-33). Consequently, the degree of 

influence which the Soviet approach has had on planning in 

individual countries is to some extent dependent on the 

degree of state control that is considered desirable. Na-

tions with a one-party system of government lend themselves 

particularly well to the Soviet approach. It is signifi-

cant, however, that even countries characterized by a 

multi-party system of government and relatively less state 

control (such as Jordan) have introduced a system of na-

tional economic planning which resembles the Soviet model 

in many respects (38, pp. 42-50). 
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In the capitalist countries, at least until the Great 

Depression of the 1930s, there was little or no national 

economic planning since these countries relied entirely 

upon market forces to stimulate the development process. 

In this sense, capitalist nations had market-planned rather 

than state-planned economies. But the Great Depression and 

World War II altered this situation, for fighting the De-

pression and the war led to extensive governmental partici-

pation in the economy (5, pp. 13-20). Subsequently, the 

experience of planning in Europe and the United States 

gave Third World nations yet another planning model for 

development. The events of the Depression and the war years 

demonstrated to economists and to others concerned with the 

national economy in these countries that it is possible for 

a government to influence the rate and direction of growth 

of a mixed economy (i.e., an economy comprising both pri-

vate and public sectors) rather than relying entirely on 

market forces. Moreover, the Depression and the war also 

provided some useful lessons about techniques of economic 

planning (7, pp. 251-270). 

The wartime experience had another important effect 

on the rise of economic development planning in the Third 

World in that it encouraged the British and other colonial 

governments to introduce planning into their territories 

during the period leading up to and immediately after 
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independence. Since about 1950, the World Bank, along with 

other international organizations, has also been an impor-

tant agency in starting or accelerating organized national 

developmental planning in many countries. Based on the 

Bank's recommendations and studies, many countries and 

dependent territories have either established or reor-

ganized central planning agencies or have prepared national 

development plans (39, pp. 10-15). 

The spread of development planning has also been stimu-

lated by loans and grants made by western countries, re-

gardless of whether these countries have favored national 

planning for their own economies. They have accepted 

planning in recipient countries and, indeed, have often in-

sisted on the formulation of plans before they extended aid 

to less developed countries (24, pp. 7-32). 

This new emphasis on national planning by banks and 

other capitalistic institutions reflected, in part, a change 

in the intellectual framework of the west. Keynsian eco-

nomic thought since the Great Depression legitimized the 

actions of government in planning the economy. In addition, 

Simon's model of rational decision-making and his emphasis 

on the vital role of that function in administration shifted 

the emphasis of planning and made it acceptable in capi-

talist societies (39, pp. 32-39). 

Planning has always been necessary, of course, but it 

was difficult to define and often became mixed with 
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competing economic ideologies. Planning embodies many 

dimensions. It means to choose between many desirable 

activities, since not everything can be done at once (34, 

pp. 38-45). It means to set goals and allocate resources 

(land, water, minerals, people, wealth, roads, buildings, 

equipment, etc.) and to make decisions about how to make 

the best use of those resources. It has to do with the 

state of the future, including forecasting and predicting 

what is likely to happen and, more specifically, predicting 

the outcome of alternative courses of action. The 

comprehensive-rational model of decision-making described 

by Simon was able to accommodate all of these ideas and 

to validate the concept of national planning in western 

societies as well as in the Third World (24, pp. 148-184). 

Much of the literature on developmental planning 

describes rational decision-making processes, with an em-

phasis upon inputs, outputs, and cost-benefit analysis (the 

last of these being an essential factor in the selection 

of projects to be undertaken). Considerable attention is 

given to financing developmental projects, and this, of 

course, involves the problems of budgeting for development 

(11, pp. 2-3). 
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Budgeting 

The Evolution of Budgeting 

Budgeting is also a relatively new policy development. 

As Caiden has demonstrated, the concepts of budgeting and 

accountability for expenditures are fairly recent, emerging 

only with the development of representative government (9, 

pp. 540-541). Before this development, rulers of feudal 

monarchies in western Europe were expected to live "on 

their own" from feudal payments coming from their own 

estates, with exceptional assistance from other vassals 

or from non-tax receipts from other feudal dues, sales of 

land or timber, and borrowing. In a sense, this scenario 

is not too different from that in many traditional socie-

ties today, where there is a lack of clear distinction 

between public and private funds and public monies are 

often treated as individual income by rulers with little 

or no accountability to a representative legislature (8, 

pp. 40-42). 

The newness of public budgeting is also evident from 

the American experience. Until the mid-1920s, there was 

no centralized budget system on the federal level in the 

United States. Each governmental agency soxight funding 

from Congress directly, and various standing Congressional 

committees recommended their appropriations. There were 

no formal budget institutions at this time. Beginning with 
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the enactment of the Budget and Accounting Act of 1921, 

however, budget preparation became the responsibility of 

the chief executive, and formal budgeting institutions such 

as the Bureau of the Budget (later the Office of Management 

and Budgeting) were created to help the president carry out 

this responsibility (20, pp. 32-34). 

At the state and local levels in the United States, 

budgeting became a major policy institution only in the 

reform era during the last decades of the nineteenth century. 

Prior to this time, there was little perceived need for 

sophisticated budgeting mechanisms. Gradually, executive 

budgets were provided for, the chief executives of state and 

local governments were assigned the responsibility for pre-

paring budgets, and budget agencies were created to assist 

them with this responsibility (22, pp. 2-10). 

Early budgets were viewed as tools for accounting and 

as means for holding governmental officials accountable for 

expenditures. Every authorized expenditure was listed 

separately in a line-item budget to ensure that all expendi-

tures were made in accordance with appropriations. Then, 

as governments began to perform more complex functions that 

were more difficult to manage and evaluate, the function 

of budgets shifted from an emphasis on accounting to one 

of management. Budgets began to be seen as management tools 

to assist governmental administrators in promoting the 
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programs that were most effective and increasing the effec-

tiveness of others. Budgets were organized according to 

functional programs rather than line items, as previously. 

Management rather than accountability was the major thrust 

of such budgets. 

By the 1960s, the increasing demands on government in 

the United States led to increasing competition between 

various governmental programs, and policy-makers needed as-

sistance in deciding how to allocate scarce resources. The 

new concept of rational decision-making was now applied to 

budgeting. New budget techniques such as Planning, Pro-

gramming, and Budgeting Systems (PPBS) (21, pp. 270-276) 

and, later, Zero-Based Budgeting methods (ZBB) were intro-

duced so that expenditure alternatives could be analyzed. 

Budgeting, at this point, was seen as a tool for helping 

political officials to allocate resources (29, pp. 110-117) 

Attempts have been made to apply these new budgeting 

techniques in the Third World. It was assumed that, since 

budgeting is such a pervasive activity of all governments, 

there was a common pattern of budgeting that fits all 

circumstances. Therefore, the new techniques of budgeting, 

based upon the rational-comprehensive model of decision-

making, would apply in Third World countries as well as in 

more highly developed nations. In this regard, a study 

considering the PPB system for Jordan was written by a 
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Jordanian scholar, Fisal F. Murrar, in 1974 (28). After 

discussing the budget systems of the United States and Jor-

dan, Murrar concluded that any attempt to transfer advanced 

models of planning and budgeting systems to less developed 

countries would encounter a number of obstacles, and he 

recommended the development of a budgeting model to fit the 

individual environmental context of the developing nation 

in question (28, pp. 699-746). 

Difficulties in applying advanced budget techniques 

in developing nations emerged almost immediately--in fact, 

even in the United States major problems arose during the 

institution of these types of budget systems. As a result 

of this failure in transplanting budget techniques to other 

environments, scholars began to recognize that in reality 

there was no general theory of budgeting. Yehezhel Dror 

(17), one of the early critics of attempts to introduce the 

rational model of decision-making in Third World countries, 

pointed out that not even the United States--and certainly 

not Third World countries--has the capability to consider 

all alternatives and forecast the consequences of each of 

them. Budgeting or planning techniques resting upon the 

rational model of decision-making, therefore, cannot be used 

effectively in developing countries (17, p. 153). Dror 

also criticized attempts to apply Charles Lindbloom's 

incremental model of decision-making to the Third World, 
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pointing out that there is no acceptable past experience 

on which to base future decisions. Present and past con-

ditions in Third World countries are totally unacceptable 

to people who are demanding radical development and change. 

Dror stated that, although the "science of muddling through" 

may be valid in a relatively stable society such as the 

United States, incremental changes do not provide a legiti-

mate approach in countries engaged in high-rate directed 

social change. He called for a new type of decision-making 

for the Third World which would increase rational content 

through more application of goals and extensive research 

for new alternatives, but in which experience and extra-

rational processes would also play a significant role (17, 

pp. 154-156). 

Amitai Etzioni later presented still another approach 

to decision-making, mixed scanning, which included both 

rational and incremental decision components (18, pp. 

385-392). The difficulty in this model is that Etzioni 

did not demonstrate how it could be applied in the Third 

World environment. 

Budgeting in the Third World 

During the 1970s, a number of works were published 

that dealt with budgeting in the Third World. A major 

study on the subject of budgeting in poor countries (also 

discussed in Chapter I of this dissertation) was undertaken 
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by Caiden and Wildavsky (10), who examined the budget 

processes in poor countries and the various strategies em-

ployed by heads of departments and ministries in those 

countries (10, pp. 13-30). The researchers first identified 

the seemingly inevitable conflicts between planners 

(spenders) and budgeters (controllers). They also charac-

terized the strategies used by ministers and department 

heads in playing the "budget game" as a) piercing the 

ceiling, b) padding, c) the imperative to spend, d) under-

spending, e) transfers, and f) avoiding cuts and getting 

large increases. Caiden and Wildavsky (10) pointed out 

that organizational survival and prestige,as well as the 

minister's individual status and position, cause all depart-

ments to seek more funds. A department's power in the bud-

geting process depends upon a number of factors, but espe-

cially on clientele support and lobbying. In turn, indi-

vidual ministers' prestige depends in part upon their ability 

to meet their employees' demands for higher salaries and 

amenities. 

The knowledge that reductions by the minister of fi-

nance are probably inevitable lead to much higher initial 

requests, made in the hope of coming close to obtaining the 

funds that are actually needed (10, pp. 31-37). Ministries 

and departments also try to spend all the monies appro-

priated to them early in order to avoid having funds frozen 

or taken from them for other purposes. On the other hand, 
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ministries in poor countries often encounter problems that 

make it impossible to spend the money appropriated to them. 

A project can be delayed for any of a number of reasons, in-

cluding a) lack of skilled workers, b) unavailable material 

and equipment, c) inability to import commodities, d) no 

sense of the value of time, and e) inadequate communication 

networks. As a result, funds are frequently transferred 

between ministries to even out expenditures, and this often 

leads to the use of funds intended for capital improvements 

to pay recurrent expenditures. Such transfers frequently 

cause investments to be delayed and projects to remain un-

completed (10, pp. 45-65). 

Ministries use a variety of strategies in attempting 

to avoid cuts in their budgets. Sometimes they cry, point-

ing out the tragedies that will be caused by the lack of 

funds. Sometimes a minister may resign--or threaten to 

resign--in order to put pressure on decision-makers. Some-

times ministers or department heads threaten to cut popular 

programs with the highest priority in the country if addi-

tional funds are not provided (10, pp. 65-70). The in-

genuity of department heads in the budgeting game is little 

different from or perhaps even more creative than it is 

in developed countries. The continuous struggle for funds 

leads departments that charge for their services or are 

able to invent fees or taxes to support their programs to 
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attempt to have these funds earmarked solely for their own 

use. Finally, many departments independently seek their 

own funds by hiring consultants to arrange for loans 

through international organizations. 

Caiden and Wildavsky (10) also showed that in poor 

countries the link between planning and budgeting is very 

weak. Planning and budgeting generally have been located 

in different agencies with diverse perspectives and atti-

tudes. Budgets are prepared on an annual basis, but plans 

are formulated for extended periods as long as ten years 

(10, pp. 75-85). Planning seeks economic rationality and 

emphasizes capital investments, but budgeting is responsi-

ble to short-term financial and cash conditions as well as 

to political realities. Planners and budgeters generally 

have received different training, have different backgrounds 

and experience, and exhibit different orientations in their 

work. Planners want to accelerate the pace of development 

by enlarging expenditures and determining the criteria for 

allocation. They point to the benefits of planning the ex-

pansion of employment, the attraction of foreign aid, and 

the redistribution of resources. Budgeters, on the other 

hand, are conservative about expenditures, seeking to cut 

costs and not to increase debts by borrowing. Most often 

the minister of finance prevails, and, as a result of the 

conflict between him and other ministers and department 

heads, development planning often fails (10, pp. 90-110). 
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During the 1970s, a number of scholars also began to 

attempt to provide a conceptual framework for budgeting 

to serve as a guide for developing countries. Joan Chien 

Doh, for instance, in a study of developing countries in 

Southeast Asia and the Pacific region, stated that budget-

ing systems must fit their ecological setting, especially 

the cultural, social, and economic conditions in a nation 

(15, pp. 141-145). She proposed a model composed of value, 

technical, and strategy components. Budgets are influenced 

by the human and natural resources available in the en-

vironment. The value component attempts to explore the 

relationships between budgeting and its environment. The 

technical component is influenced by the skills and general 

educational level within the society, the availability of 

data, and the economic and political forces determining 

the composition of revenues and expenditures. The strategy 

component is concerned with the question of how the budget 

can be implemented so as to have a greater chance of suc-

cess. Doh concluded by pointing out that budgets must be 

both dynamic and responsive to ecological forces (15, pp. 

146-152). She also stated that, owing to the problems of 

mass poverty and maldistribution of wealth in developing 

countries, to be relevant budgets must be responsible to 

the needs of the people. 

In 1975, in his book Budgeting: A Comparative Theory 

of Budgetary Processes (41), Wildavsky employed two major 
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variables, wealth and predictability, in his effort to 

formulate a comparative budgeting theory. Wildavsky studied 

the budgeting process in different environments classified 

as a) rich and certain, b) rich and uncertain, c) poor and 

certain, and d) poor and uncertain (41, pp. 13-30). He 

found that incremental budgeting is dominant in rich and 

certain environments such as that in the United States, 

Japan, France, and Great Britain. Supplemental budgeting 

is found in rich and uncertain environments, such as in 

France during the Third and Fourth Republics and, in the 

present day, oil states like Saudi Arabia, Kuwait, the 

United Arab Emirates, Nigeria, and others. Poor and cer-

tain environments, as in some American cities, lead to 

revenue budgeting, where any proposed expenditure beyond 

essential functions has little possibility or being enacted. 

When the environment is poor and uncertain, as in most 

Third World countries, repetitive budgeting is the basic 

feature of the budgetary process. Because of great fluctua-

tions in revenues, budgets are usually made and remade 

during the fiscal year, and these conditions seriously 

hamper the implementation of development plans (41, pp. 

31-35). 

In another study, Caiden pointed out the need to link 

budgeting and public finance with environment in order to 

promote meaningful hypotheses regarding these relationships. 
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Caiden described four patterns of budgeting that appear to 

have occurred in different contexts in western history (9, 

pp. 539-541). First, she examined the pattern of budgeting 

of the feudal monarches of western Europe before the end of 

the thirteenth century. This pattern was one in which re-

source mobilization from taxation was low, authorities were 

largely independent of external checks on their financial 

policies, and administrative control rested upon a mixture 

of contractual obligations with independent entities and 

personal surveillance. The second pattern described by 

Caiden was prevalent during the fourteenth century, when 

nation-states were emerging in Europe. In this pattern, 

although taxes were high, the potential of the economy was 

not reflected in the tax revenue received by the state, 

accountability was low, and the gap was filled by a largely 

independent financial administration. The third pattern 

was observed in the city-states which flourished in Italy 

and northern Europe in early medieval times. These cities 

were ruled by councils of citizens who were well aware of 

the need to keep taxes low. Taxation, therefore, was car-

ried out in the form of direct taxes, but these were 

imposed irregularly and at low levels (9, p. 542). In 

this environment, financial officials were audited fre-

quently, and the administration relied on popular control. 

Caiden's fourth pattern of budgeting was observed in 
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seventeenth- and eighteenth-century Prussia. This was a 

pattern of mobilizing autocracy, characterized by high re-

source mobilization, low accountability, and high adminis-

trative control. Tax revenues were no longer diverted into 

private hands but instead were gathered by an administra-

tive arm of the state. Taxation was kept relatively low 

because of the availability of outside resources in the 

form of plunder from invaded countries. Administrative 

control of finance improved, and external supports were 

improved through stabilization of the currency and the 

founding of a central bank. In addition, the introduction 

of double entry bookkeeping improved the techniques of 

accounting. External accountability, however, was low, so 

budgets were presented late and were more fiction than 

fact (9, p. 543). 

From these historical budgeting patterns, Caiden at-

tempted to draw parallels with more recent experiences. 

She suggested that the second pattern resembles the current 

budgeting practices in poor countries. Features that are 

common to the two situations are cash-flow budgeting; 

splintered or dispersed budgets composed of a number of 

earmarked funds; lack of budgetary control; fictional 

budgets; lack of information on the real financial position; 

a high rate of borrowing, particularly short term and at 

disadvantageous terms; and low accountability and 
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administrative control (9, p. 544). Caiden stated that 

pattern analysis may prove to be a useful tool in ordering 

observations, promoting self-awareness, and predicting 

events and strategies in budgeting. 

Since the appearance of Wildavsky's book on comparative 

theory (41), a number of writers have attempted to charac-

terize the budgeting process in poor countries. Premchand 

described the budgeting structure in poor countries as 

typically exhibiting excessive budgetary fragmentation, 

multiplicity of budget categories, emphasis on line-item 

structure, absence of relationship to the current adminis-

trative activities, lack of integration of the financial 

and physical aspects of transactions, and inadequate con-

nection with the development plan (30, pp. 24-28). 

Thompson considered another group of budgetary charac-

teristics in developing nations. Their characteristics 

were as follows: a) government intervention is supposed to 

raise living standards by exploiting or transforming exist-

ing resources; b) government intervention arises from an 

autocratic past, a paternalistic tradition, and an unskilled 

and politically illiterate electorate; c) capital markets 

are underdeveloped, and productive flexibility is limited; 

d) defense expenditures are little more than police expendi-

tures, and social services are underdeveloped; e) loans and 

grants are large, and the administrative system is simple 

(37, pp. 250-261). 
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Other writers have emphasized problems of budgets in 

the Third World. Murphy discussed the fact that budgets 

usually are not unified, and both capital and current bud-

gets must be considered. The former encompasses expenses 

for capital structures and equipment essential for achiev-

ing economic progress, whereas the latter are composed of 

functional categories expenditures necessary to maintain 

government services (27, pp. 357-363). Waterston enumerated 

three shortcomings of this method of budgeting: a) the dif-

ficulty of separating expenditures on capital accounts from 

those on current accounts (e.g., new construction versus 

maintenance) or for development versus non-development 

purposes (e.g., work on a highway as opposed to work on a 

stadium), b) the ambiguity in determining the total ex-

pended on a program or a project and the total expended on 

a particular activity, and c) the difficulty of determining 

the costs of individual projects or programs. Still other 

writers have recited a litany of budgetary problems in poor 

countries, such as inadequate accounting procedures, long 

delays in closing accounts, lack of information about how 

much money was being spent and on what it was being spent, 

and weaknesses in pre-audit and audit procedures (39, p. 

219) . 

In a 1980 article Caiden (8) assessed ten common as-

sumptions of the budgeting literature addressed to poor 
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countries. The first assumption is that a common pattern 

of budgeting exists which fits all circumstances. In 

answer to this view Caiden stated that the success of bud-

geting depends not only on its own internal workings but 

upon the environment in which it operates. The second as-

sumption is that the aim of budgeting is national planning. 

Caiden recognized the inherent conflictual position between 

planning and budgeting and pointed out that to use planning 

as a budgetary goal downgrades an equally important goal, 

namely, control of expenditures and efficient attainment 

of expenditure objectives (8, pp. 40-41). The third as-

sumption is that improved budgeting depends on adequate re-

sources. This condition is not generally present in poor 

countries, and Caiden asked what these countries should do 

in the meantime while—it is hoped--the "new international 

order" is emerging. In Caiden1s opinion, to rely upon such 

an assumption is unrealistic. The fourth assumption is 

that budget decisions can be separated from policy decisions 

Such a dichotomy, Caiden suggested, is simplistic, since 

budget policy, far from being a technical exercise alone, 

is born in the basic political conflicts of the budgeting 

process. The fifth assumption is that coordination is 

essential. Caiden again pointed out that budgeting is 

part of the political process, and coordination, like all 
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such bland words, is empty of content. Assumption six is 

that comprehensive decisions are superior to partial de-

cisions, and complex solutions are better than simple 

solutions. Caiden stated that to overstretch the princi-

ples of comprehensiveness in this way is to place burdens 

precisely on the qualities that are in short supply in poor 

countries, such as information and skilled personnel, with-

out improving actual budgetary decisions (8, pp. 42-43). 

Assumption seven is that the prerequisites of budgeting are 

a matter of technique rather than the product of environ-

mental conditions. Good budgeting, Caiden stated, depends 

on a number of factors—reliable and adequate information, 

timely and accurate reporting, careful recordkeeping, the 

ability to forecast costs and trends, and skilled staff. 

Often the conditions required for good budgeting, such as 

reliable information, are related to environmental features. 

In short, budgeting is more than just technique and will. 

The eighth assumption is that politics is not as important 

as economics. In response to this view, Caiden pointed 

out that policy decisions, in the last resort, are politi-

cal decisions. The ninth assumption is that good budgeting 

is a matter of regulation. Although regulations are fre-

quently proposed to curb corruption in public life, rigid, 

narrow procedures and regulations all too often are counter-

productive. The tenth assumption is that budgeting is 
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relevant to development. Caiden noted that, although it is 

assumed that good budgeting practice and development are 

related to each other, this ignores both the limitations 

of the budgetary process and the breadth of the development 

process. 

Her consideration of these common assumptions led 

Caiden to the following conclusions. First, attention 

should be given to the establishment of a comparative 

typology of countries which would be useful in framing re-

commendations about budgeting (8, p. 44). Second, efforts 

should be made to develop means of budgeting for Third 

World countries which are not carbon copies of those used 

in developed countries. Third, an attempt should be made 

to formulate criteria for budget performance. Fourth, 

discussion might be organized around major common problems 

such as inflation, revenue variability, and the like rather 

than abstract comprehensive categories. Fifth, it is es-

sential to stress the relationships between government 

budgeting and organizational forms. Finally, Caiden stated 

that, if practical proposals are to replace unsuccessful 

recommendations based on unwarranted assumptions, much 

more investigation of actual budgeting practices will be 

required (8, pp. 45-46). 
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Assessing the Performance of Public 
Organizations 

Although the problem of assessing the performance of 

public sector organizations is fundamental to any society 

concerned with the accountability and performance of its 

institutions, it is only in recent years that systematic 

attempts have been made to measure how well governmental 

programs meet their goals. With the evolution of rational-

model planning and budgeting systems such as PPBS and ZBB, 

it has become necessary to measure performance to determine 

whether expenditures lead to the attainment of desired 

goals. U.S. President Lyndon B. Johnson clearly stated 

the need for assessing performance in his directive to 

major civilian agencies to begin using PPBS in 1965. 

Johnson believed that the new budgeting system would assist 

government to a) identify national goals with precision 

and on a continuing basis; b) choose among those goals the 

ones that are most urgent; c) search for alternative means 

of reaching those goals most effectively at the least 

cost; d) gain access to information not only about next 

year's costs but about the second, third, and subsequent 

years' cost of programs; and e) measure the performance of 

programs to ensure a dollar's worth of service for each 

dollar spent (16, p. 155). 

As a result of the new emphasis on assessing or mea-

suring the performance of government programs, the field of 



47 

evaluation developed rapidly. The purpose of evaluation 

research, according to Weiss, is to measure the effects of 

a program against the goals it sets out to accomplish as a 

means of contributing to subsequent decision-making about 

the program and improving future programming (40, p. 4). 

Much early evaluation research was conducted on domestic 

programs. The question frequently raised in evaluation 

research, according to Sharkansky, was "What do we get for 

the money?" He pointed out, however, that the production 

of public services is a complex phenomenon that involves 

the interaction of many variables, and, therefore, it is 

difficult to determine exactly which of these variables 

are most significant in assessing a program (33, p. 181). 

A recent critique of evaluation research pointed out 

that there is still no agreed-upon conceptual framework to 

guide this research. One basic conception of performance 

underlying much of the literature is the engineering ap-

proach, which defines performance as a ratio of resources 

consumed (inputs) to standard units of work produced. Ac-

cording to this view, the public sector is treated as a 

production system that transforms inputs into outputs, 

with outputs representing the goals of society. Measuring 

performance, thus, focuses on the use of accounting data 

to determine whether goals are attained, but goal attain-

ment is often difficult to measure. When an organization 
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has a concrete, identifiable product, goal achievement can 

be measured with relatively little difficulty in quantita-

tive terms. When an organization provides a service, how-

ever, measurement problems arise. Because of this diffi-

culty, most organizations that provide services have had to 

employ internalized measurement mechanisms--hours of per-

sonnel time spent, number of inspections made, number of 

licenses issued, and the like--which do not indicate the 

external impact of their efforts. Studies of the per-

formance of such agencies have often relied upon a systems 

model to measure effectiveness. The system model, ac-

cording to Johnson and Leven, assumes that the demands 

placed on public organizations are so dynamic and complex 

that it is not possible to define a finite number of or-

ganizational goals in any meaningful way, and, therefore, 

the next best thing is to measure variables representing 

the state of the system (26, pp. 224-245). 

Yet, despite increasing attempts to measure domestic 

governmental performance through these and other tech-

niques in the 1970s and 1980s, pessimism grew concerning 

the ability to fully assess the impact of governmental 

programs (16, p. 183). Furthermore, the problems of as-

sessing the success of national plans in developing 

countries were even more difficult. In 1967, Adelman 

and Morris wrote a book entitled Society, Politics, and 
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Economic Development: A Quantitative Approach, which at-

tempted to bridge the gap between theory and practice in 

economic development by means of a systematic statistical 

analysis of social, political, and economic characteris-

tics of nations at varying stages of economic development. 

Adelman and Morris pointed out that efforts to extend 

growth analyses to include non-economic factors are ham-

pered by the absence of empirical knowledge about the manner 

in which they operate, and few non-economists, according to 

the authors, show interest in comparative empirical investi-

gation of the process of development. Factor analysis was 

used by Adelman and Morris in an attempt to reduce vast 

amounts of data into basic components and to provide in-

sights into the relative importance of various factors (1, 

PP. 1-6). 

In 1972, however, a staff study of the United Nations 

Institute for Social Development pointed out some of the 

problems of relying on the types of statistical techniques 

used by Adelman and Morris. For one thing, there is no 

generally agreed-upon theory of economic development appli-

cable to developing nations. Furthermore, development is 

such a complex phenomenon and involves the interaction of 

so many variables that it is difficult to determine exactly 

which variables are significant in assessing national plans. 

Nor is there any clear and agreed-upon definition of 
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socioeconomic development--despite its importance as a 

goal of current international and national policy--and 

no simple objective criterion of it exists against which 

to validate measurement devices. As a result, it is neces-

sary to rely on indirect methods and successive approxima-

tion in pursuing a quantitative definition of socioeconomic 

development. The national accounts system, including per 

capita national income (per capita, gross national product, 

or gross domestic product), which is often utilized, is 

not adequate for the analysis and measurement of socio-

economic development as a whole. If social factors, par-

ticularly levels of living, are to be considered as part 

of the objectives of development, another approach to 

measurement is required that takes into account a country's 

real health level, its real education level, and so on, 

not only the amount of money technically classified as 

being spent on those objectives (25, pp. 3-4). 

The U.N. study proposed the creation of a new measure-

ment criterion, a measurement of levels of living, which 

attempted to assess how well the goals of society were 

met by considering social and economic indicators instead 

of governmental expenditures for development alone. The 

study concluded that the process of development is affected 

by unlimited internal and external factors which make it 

difficult to evaluate the impact of public expenditures. 
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The process of development, involving both economic and 

social variables, is not a uniform linear progression of a 

set of variables but, rather, a changing complex of factors 

that move at different rates in relation to each other and 

that vary in importance at different levels of development 

and in different types of countries. Therefore, the sta-

tistical techniques designed for a static population and a 

normal distribution are not entirely appropriate for the 

quantitative analysis of development data. McGranahan and 

his associates stated, 

Development involves a great many variables that 
correlate with each other, and the fact that one 
variable in a set of developmental data can be 
treated statistically as an independent variable 
and another as dependent does not demonstrate the 
existence of such dependence in reality, nor re-
veal the amount of dependence where dependence can 
be reasonably assumed to exist (25, p. 5). 

Still another problem of measuring the impact of govern-

mental expenditures on socioeconomic development arises from 

the fact that both the public and the private sectors are 

involved in the development process. The difficulty is how 

to identify activities that are likely to respond to the 

expenditures of government alone. In part, this problem 

is similar to Morton Grodzen's "marble cake" concept since 

it is impossible to separate the results of governmental 

actions from those of private sector actions (33, p. 182). 

This situation is further complicated by the fact that in 

developing countries few reliable data are available on 
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public sector expenditures for development. The conclusion 

of the U.N. study was that there is no valid universal 

formula relating individual factors of development to 

other factors in a causal manner to explain the dynamics 

of development. Therefore, the researchers declared that 

there is a major need to build up the science or art of 

development diagnosis (25, p. 160). 

In view of this need, the current study not only 

traces the evolution of planning and budgeting institutions 

and operations in Jordan but attempts to assess the effect 

of governmental expenditures on development. 
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CHAPTER III 

JORDAN: A PROFILE OF A DEVELOPING 

NATION 

The new nation of Jordan faces unusually severe de-

velopmental challenges. The most significant factors in 

Jordan's history have been the wars with its neighbor Israel 

and the influx of wave after wave of refugees. Although 

these refugees were Arabs whose language and religion were 

similar to those of the Jordanians themselves, they had 

different lifestyles and economic backgrounds, and, as a 

result, posed many new problems for the kingdom. Almost 

immediately after gaining its independence from Britain in 

1946, Jordan faced a hostile environment and severe strains 

caused by the economic disruption of war and the mass mi-

gration of new peoples into a poor desert country that had 

few economic resources (1, pp. 21-28). In view of these 

challenges, national development was imperative and became 

the country's most significant policy goal. 

Historical and Social Background 

Jordan, an Arab nation located on the eastern and 

western banks of the Jordan River, is bounded on the north 

by Syria, on the east by Iraq, on the south and east by 
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Saudi Arabia, and on the west by Israel. Although Jordan 

officially consists of both the east and west banks of the 

Jordan River, the west bank has been occupied by Israel 

since 1967 (8, pp. 73-75). With the exception of a 

sixteen-mile coastline on the Gulf of Aqaba, the nation is 

landlocked. Only 13 per cent of the total land area is 

cultivatable, and the scarcity of rainfall, which averages 

only eight inches per year, restricts rain-fed agriculture. 

Unlike some of the other desert nations in the region, 

Jordan has no commercial deposits of coal or oil, and its 

only significant mineral resources are phosphate, potash, 

ceramic clay, copper, magnesium, and bromine (8, pp. 77-79). 

The original inhabitants of Jordan were largely no-

madic tribes concentrated in the desert regions east of the 

Jordan River, the area formerly known as Transjordan. They 

were herders of camels, sheep, and goats (10, pp. 1-7). 

The social structure of these tribes was based upon the 

extended family, and every extended family traced its 

lineage to a common ancestor in the larger group, the 

tribe. Social stratification within these groups was al-

most absent in that each was a homogeneous unit whose 

native members were social equals. Distinctions were made 

between generations, however, and the older generation com-

manded high respect from the younger. Distinctions were 

also emphasized between noble and vassal tribes. Each 
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tribe was governed by a sheikh, chosen by hereditary right, 

and his council, which represented subtribal groups (9, 

PP- 3-7). 

Today nomads and semi-nomads make up less than 10 per 

cent of the total population of Jordan since the government 

has introduced programs to help resettle these people into 

permanent communities. Despite this decrease in the per-

centage of Bedouin people, they continue to play a vital 

role in Jordanian politics; they have been very loyal to 

and a strong bulwark of the king (10, pp. 36-38). 

More than a third of the population of Jordan now lives 

in small agricultural villages. Although many villagers 

have moved into towns and cities, the influx of Bedouins 

into the villages has maintained their populations. Most 

of the people living in villages earn a meager existence 

working in agriculture on small family plots. In recent 

years, the income of many of these small farmers has been 

supplemented with monies sent by relatives working outside 

Jordan in neighboring Arab oil countries. The social 

structure of the village is not very different from that 

of the tribe in that the extended family is still the basic 

social unit and relationships are highly personal since 

the size of the village is small enough to permit everyone 

to know everyone else (10, pp. 4-7). 

The village is governed by a headman, or Mukhtar, 

and a village council. In theory, the Mukhtar is chosen 
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from the largest and most wealthy subtribal group, with the 

approval of the local representative of the central govern-

ment; in reality, the Mukhtar is often appointed by the 

central government representative without regard for the 

wishes of the villagers. The council represents the largest 

kinship groups in the village. Members are not elected but 

rather, are chosen by the elders of these groups. Offi-

cially, the council is vested with administrative, legisla-

tive, and judicial authority at the local level, but the 

ultimate authority is actually superimposed from above and 

rests in the hands of the subdistrict governmental represen-

tative. Villagers, who compose the agricultural class in 

Jordan, although numerous, are politically weak and are 

often cynical about the government; as a result, they 

seldom give accurate information to government officials 

undertaking surveys or censuses (8, pp. 80-85). 

Cities and towns in Jordan are centers of administra-

tive, political, economic, commercial, judicial, religious, 

military, educational, and recreational activities. The 

urban population tends to be concentrated in three major 

cities, the capital of Amman, Zarqa, and Irbid. Institu-

tions introduced in the process of westernization, such 

as modern factories, hospitals, libraries, places of 

amusement, and so on, are found in these cities. In con-

trast, villages and Bedouin tribes do not have even basic 
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services such as electricity, indoor plumbing, or sewer 

systems. This gap in services between villages and towns 

has increased in recent years (11, pp. 33-45). 

Rapid economic and social development in urban life 

has attracted many villagers who hbpe to find work and a 

better life to the cities. In addition, many workers from 

other poor Arab countries such as Egypt and Sudan have also 

moved into Jordan's cities. Most of the Jordanian cities 

are still surrounded by Palestinian refugee camps, and the 

contrast between the poverty of these camps and modern 

sectors of the cities is very striking (2, pp. 110-119). 

In general, the cities are less homogeneous than the 

villages or the tribes, and this is especially true of 

Amman. Large numbers of refugees from the west bank live 

in cities or in camps close to the cities, and many of them 

brought skills and urban lifestyles with them since the 

west bank was more advanced economically than the east. 

Minorities are also concentrated in the cities and used to 

reside in segregated quarters. The separateness and socio-

economic self-reliance of these minority quarters, how-

ever, are gradually giving way to increasing interdependence 

among the various sections. Furthermore, social organiza-

tion based on families is declining, particularly tribal 

ties (11, pp. 17-29). Instead, other associations such 

as unions, guilds, clubs, employment groups, and the like 
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are emerging and are acquiring more importance in the lives 

of the people. As a result, much of the traditional so-

cial organization has been weakened, especially among the 

middle and upper classes. 

It is in the towns and cities that social classes and 

division of labor may be observed. The great majority of 

urban dwellers belong to the working or lower class and 

make their living as craftsmen, shopkeepers, unskilled la-

borers, and service workers. At the top of the ladder there 

is a very small but powerful upper class consisting of a 

few well-known families, whose members hold key positions 

in various areas. As a rule, these individuals are leaders 

in Jordanian society as well as members of political, eco-

nomic, financial, and industrial elites. In between the 

upper and lower classes, a middle class is emerging. It 

encompasses those self-employed merchants and small manu-

facturers whose income and influence are not great enough 

to place them among the truly powerful and a more mixed 

group, including such independent professionals as doctors 

and lawyers, business managers, technicians, and high 

government administrative officials such as bureau chiefs 

and white-collar civil servants (11, pp. 37-40). 

The boundaries between classes are not very rigid, 

and vertical mobility is relatively easy, especially from 

the lower to the middle class. Important factors that 
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have contributed to this high mobility are the expansion 

of educational opportunities and the continuing tendency 

of the urban upper classes to look down upon manual labor. 

Consequently, the middle class is recruited primarily from 

white-collar civil servants and the new groups of college 

graduates who are entering high-status occupational fields 

such as medicine and engineering (12, pp. 56-71). 

Changes induced by developmental activities in this 

social environment dominated by religion, the family, and 

tribal groups are often resisted, making it extremely dif-

ficult for government to undertake some of the programs 

needed for development. The attitudes and perceptions 

of the various groups in Jordan--i.e., nomads, villagers, 

urban dwellers, refugees, and minorities--vary widely, and 

it is difficult to mobilize all of them into the process 

of national development (10, pp. 23-27). 

Economic Environment in Jordan 

Severe economic disruption arose in Jordan as a conse-

quence of the first Arab-Israeli war of 1948. Within a few 

months after this war, Jordan's population increased almost 

threefold without a corresponding increase in resources. 

Hundreds of thousands of people who were forced to leave 

their homes in Palestine became refugees in Jordan as a 

result of the war (13, pp. 1-7). The country was also 

faced with the necessity of redirecting its trade routes 
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and lines of communication, which had formerly moved to-

wards Palestine and the Mediterranean Sea, where there 

were ports, airports, highways, railroads, and telecommuni-

cation and other commercial facilities. After the 1948 war, 

a large part of Palestine was occupied, a Jewish state was 

created, Jordan was cut off from these facilities, and it 

was necessary to develop and redirect trade routes and lines 

of communication within a short period of time (1, pp. 9-15). 

Jordan had a difficult time meeting these economic chal-

lenges. Its annual per capita income during this period 

was probably no more than $100, just a little less than that 

of Egypt ($120) and a little more than that of India ($60) 

and Pakistan ($70). At this time about one-half of the 

labor force was employed in either the military or the civil 

service. In view of these grim economic conditions, coupled 

with the continued threat of war, it was impossible for 

Jordan to raise enough revenue domestically to finance all 

of the government's needs. Consequently, the kingdom was 

forced to turn to foreign aid from western countries, notably 

Britain initially and, later, the United States. Further-

more, in its development process Jordan relied on private 

enterprise to assist in the financing of projects. The 

government provided equity capital, augmented by private 

funds to construct several large projects, and jointly 

owned government-private enterprises became a means of 
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encouraging the private sector to participate in economic 

development. Other policies to encourage private and 

foreign investments included incentives such as tax holi-

days , exemption from custom duties, and tariff protection 

for domestic industries as well as direct governmental as-

sistance programs (11, pp. 22-32). The public sector 

concentrated its development efforts on creating and 

strengthening the infrastructure, and many of the public 

investments were directed toward road construction, port 

facilities at Aqaba, basic governmental services, and 

expanding educational facilities. On the other hand, 

the private sector was encouraged to invest in such enter-

prises as transportation equipment, machinery, and other 

commercial activities for development. The private sector 

grew rapidly during this period. New small industries 

were created, and private sector investments expanded more 

than twice as quickly as those in the public sector (11, 

pp. 44-53). 

As late as the 1950s, however, Jordan still was 

thought to have little economic future. It had few na-

tural resources, few industries, only a handful of hotels 

for tourists, a serious shortage of adequately paved roads, 

and low agricultural production relying almost exclusively 

on limited rainfall. Moreover, the percentage of the 

Jordanian population that was employed was substantially 
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lower than in many other countries because the influx of 

refugees resulted in a high rate of unemployment. The 

kingdom also had a high population growth rate and a large 

precentage of children, combined with prevailing attitudes 

discouraging female employment in most occupations (3, pp. 

68-69). 

The World Bank mission that visited Jordan in 1955 

estimated that the kingdom's gross domestic product in 

current prices had grown at an average annual rate of about 

10 per cent from 1952 to 1954, but the members of the mis-

sion did not believe that such a high rate of growth could 

be sustained in the future. The mission set 4 per cent as 

an attainable annual growth rate for Jordan's GNP but cau-

tioned that the achievement of such a rate would not be 

easy (8, pp. 51-53). 

In the early 1960s, a five-year plan for economic de-

velopment (1962-1967) was prepared, but later it was modi-

fied and became a seven-year program for economic develop-

ment (1964-1970). This plan was aimed at effecting a major 

reduction in Jordan's trade deficit and at reducing reliance 

on foreign financial assistance. These goals were to be 

achieved by increasing the GNP and reducing the level of 

unemployment (15, pp. 340-354). 

Under the provisions of the 1964-1970 plan, the Jor-

danian government emphasized the development and expansion 
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of the production capacity of agriculture, mines, tourism, 

and industry in order to move the country as quickly as 

possible along the path of economic independence and sus-

tained growth. The plan also called for the development 

of projects supporting economic growth activities. During 

the first two years of the 1964-1970 plan, industrial in-

come grew at rates higher than those of the 1950s. Educa-

tion and health services also continued to expand in this 

period, with the number of students enrolled increasing 

from 297,000 in the 1961/1962 academic year to 440,000 

in 1966/1967, an annual growth rate of 8.2 per cent (4, 

pp. 20-27). 

Jordan's economy grew rapidly in the decade before 

the 1967 war. Foreign assistance--primarily from the 

United States—stimulated the growth of the kingdom's GNP 

from about $140 million in 1954 to more than $575 million 

in 1967, an annual growth rate of 9 per cent. In fact, 

the performance of the Jordanian economy ran completely 

counter to the pessimistic expectations of the World 

Bank mission and others. The growth rate of the gross 

domestic product at current market prices from 1954 to 

1966 continued to average over 10 per cent per year. 

Major sections of new farmland in the Jordan River valley 

were brought under cultivation, new light industries 

were developed at Aqaba, and tourism increased dramatically 
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after steps were taken to preserve historical sites and 

build better roads and resort facilities. Jordan also de-

veloped its phosphate deposits for export and made plans to 

extract potash from the Dead Sea. Before the 1967 war, 

Jordan had good prospects for continued economic growth 

(5, pp. 391-416). 

The economy, however, suffered a major setback as a 

result of the war. Jordan not only lost its income produc-

tion from the west bank area and much of its population 

along with it, but also was burdened by the arrival of 

about 300,000 new refugees and displaced persons. Hardly 

had Jordan begun to recover from the devastation of war 

when fighting with the Palestinian Liberation Organization 

in 1970 increased instability and seriously damaged the 

kingdom's fragile economy (11, pp. 81-82). 

By 1972, Jordan's economy again was recovering to 

the position it lost following the 1967 war. Under a new 

national plan for 1973-1975, the economy achieved a real 

growth rate in its gross domestic product of about 6 per 

cent per year in current prices. However, it is difficult 

to evaluate the results of the 1973-1975 development plan 

accurately because the national accounts data were based 

on highly unreliable estimates for both the east and the 

west banks. Furthermore, the external events that occurred 

during this period--such as the sharp increase in oil 
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prices in 1973, the escalation of world inflation, the 

Lebanese civil war (resulting in a new influx of Lebanese 

civilians and businessmen into Jordan), the increase in 

the number of Jordanians taking higher-paying jobs in Arab 

oil producing countries--make it difficult to assess the 

real achievements of the 1973-1975 national plan (11, pp. 

83-85). During this period, Jordan's defense expenditures 

continued to increase because of continued tensions in the 

region and the 1973 war with Israel. Fortunately, the king-

dom's economy was not disrupted as severely by this war as 

by its predecessor because the fighting took place in 

Syrian territory (3, pp. 167-169). 

In the last ten years (1976-1985), additional national 

plans have been formulated and implemented in Jordan. 

These plans will be analyzed in more detail later in this 

dissertation. 

The Political-Governmental System in Jordan 

Jordan faced the complex and difficult challenges of 

national development with a government that was little more 

than a tribal sheikhdom as late as 1946. After World War 

I, the British installed Abdullah Ibn Hussein as Emir of 

Transjordan under their tutelage (7, p. 658). In 1946, 

the country became the independent kingdom of Transjordan. 

Then, in 1948, when the British mandate ended for Pales-

tine, Abdullah sent the Arab Legion across the Jordan River, 
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and the war between Jordan and Israel began. The west bank 

and much of Jerusalem were captured by the Arab Legion 

and incorporated into the state of Jordan in 1950 (8, pp. 

84-85). 

King Abdullah Ibn Hussein was assassinated in Jeru-

salem in July, 1951. His eldest son, Talal Ibn Adullah, 

was proclaimed his successor, but because of illness he 

was removed by Parliament in August, 1952. Talal's eldest 

son, Hussein Ibn Talal, assumed power under a regency 

until his eighteenth birthday in 1953, when he was crowned 

king (8, p. 87). The young king took over a government 

facing serious domestic and foreign problems and with lit-

tle capacity to govern. There were few governmental insti-

tutions to assist with these complex tasks; there was no 

planning or budgeting institution and no central banking 

system, the civil service was just being created, and the 

infrastructure of the country was primitive. Jordan's 

survival depended in large part on King Hussein's ability 

to negotiate his way among contending forces inside and 

outside the country, while he strengthened its political 

system and governmental institutions (10, pp. 1-4). 

The constitution of the country divides the powers 

and functions of the government into executive, legisla-

tive, and judicial categories. The monarchy exercises 

executive authority with the aid of cabinet ministers, 
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collectively known as the Council of Ministers. The Coun-

cil of Ministers consists of the prime minister and other 

ministers; the former selects the latter with the approval 

of the king (6, Article 26). All three of the branches of 

the Jordanian government as well as its administrative 

institutions are discussed in more detail below. 

The Executive 

The prime minister is appointed by the king and may be 

dismissed by him, in which event the Council of Ministers 

must resign. As the top executive arm of the government, 

the Council is charged by the constitution with adminis-

tering all affairs of state, both internal and external, 

except those statutorily allocated to other agents. Under 

the provisions of the constitution, the Council is required 

within a month of its formation to submit a statement of 

its program and policies to the House of Deputies for 

approval and is obliged to resign should it fail to ob-

tain a two-thirds majority vote of confidence from this 

body (6, Articles 24, 35, 36). In his appointments to the 

Council, King Hussein has generally tried to ensure that 

all influential groups and a full range of political opin-

ions held in the country are represented and that foreign 

policy issues are considered (8, pp. 102-104). 

As head of state and chief executive, the king also 

approves and promulgates all legislation. As 
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commander-in-chief of the armed forces, he alone can de-

clare war, conclude peace, and sign treaties. He appoints 

the members of the upper house of the legislature and se-

lects its speaker. He can also order elections of members 

of the lower chamber and may dissolve it at will (6, Arti-

cles 30, 31, 32, 33, 34). 

The Legislature 

The constitution provides for a National Assembly 

with an upper chamber, the House of Notables (Senate), and 

a lower chamber, the House of Deputies. The Senate con-

sists of thirty members appointed by the king upon the re-

commendation of the prime minister and the Minister of 

the Interior. The senators must be Jordanians over forty 

years of age and unrelated to the king. They are se-

lected for four-year terms, generally from among ministers 

and government officials or retired high-ranking figures. 

The House of Deputies is the representative body elected 

by the people. It is composed of sixty members, divided 

equally between the east and west banks. Deputies must 

be at least thirty years of age with no criminal record or 

active business interests. They are elected by popular 

ballot for a term of four years (6, Articles 63, 64, 65, 

67, 68). 

All legislation must be passed by both houses of the 

National Assembly and confirmed by the king. It must also 



73 

approve the imposition of taxes and the borrowing of money. 

The National Assembly has power to approve the general 

budget, and it may reduce any categories of expenditures. 

The constitution also provides that either house of the 

Assembly may question the government or any of the minis-

ters on any general matter. The Assembly works through 

administrative, fiscal, and legislative committees, which 

report back to their parent houses (7, p. 569). 

Three categories of provisional law may be enacted by 

the Council of Ministers in the executive arm of government. 

The constitution provides that, when the National Assembly 

is not sitting or the House of Deputies has been dissolved, 

the Council of Ministers may make laws concerning matters 

requiring immediate action so long as it does not contra-

vene the provisions of the constitution. These laws, how-

ever, must be presented to the National Assembly at its 

next session. Administrative regulations clarifying pro-

visions of laws also may be formulated by the Council of 

Ministers, subject to the approval of the king (6, Article 

60) . 

As previously noted, the king has the constitutional 

power to dissolve the National Assembly at will. In 1974, 

King Hussein dissolved the Assembly, reconvened it, and then 

dissolved it again in 1976. In 1978, the National Assembly 

was replaced by a National Consultative Council (NCC), 
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established by royal decree. The NCC consisted of sixty 

members appointed by the king to serve for a term of two 

years. They were to study and consider all legislation 

in order to advise the king, but they had no authority to 

pass or reject legislation, nor could they override the 

king's veto as the National Assembly was empowered to do. 

In early 1984, the NCC was dissolved, and the National As-

sembly resumed its functions (7, p. 569). 

The Judiciary 

The legal system of Jordan has two basic sources: 

Sharia (Islamic law) and laws of European origin. Under 

the Court Establishment Law of 1951 and the constitution, 

the judiciary is declared to be independent of the execu-

tive and legislative branches of government. The judicial 

system is composed of three kinds of courts: civil and 

criminal, religious, and special courts. The civil and 

criminal courts adjudicate all civil and criminal cases 

not expressly reserved for the religious or special courts 

Civil jurisdiction is exercised at four levels: the magis-

trate courts (similar to justice of the peace courts in 

the United States); the courts of first instance, which 

are trial courts of general jurisdiction; the courts of 

appeal; and the court of cassation (the supreme court of 

the land). 
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Religious courts are of two types, Islamic Sharia 

courts and religious courts for non-Muslims, called coun-

cils of religious communities. These religious courts 

seek to resolve disputes over matters considered to be 

religious in nature, such as marriage and divorce, rela-

tionships between members, and inheritance of property (6, 

Articles 99, 102). Jurisdictional conflicts between any 

two religious courts or between a religious court and a 

civil court are heard before a special court appointed 

by the court of cassation. 

Special courts, the third kind of courts in the Jor-

danian judicial system, include the high tribunal, some-

times also called the supreme council, which has the 

responsibility of interpreting the constitution or any 

law at the request of the prime minister. Special courts 

also hear cases dealing with habeas corpus, mandamus, 

and petitions for injunctions against public servants 

charged with irregularities, and these courts may try 

cabinet ministers who have been charged with offenses (7, 

pp. 569-570). 

Administrative Institutions 

When King Hussein was crowned in 1953, Jordan's 

governmental institutions were incapable of performing 

the tasks essential to promote the modernization of the 

country. The administrative arm of government was not 
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developed or structured to undertake these responsibilities 

There were no planning or budgeting institutions, no spe-

cialized governmental agencies for development, and no 

central banking system, and the civil service was just 

beginning to be developed. Building these administrative 

institutions was one of the first tasks required for de-

velopment. The administrative structure that was created 

consisted of three kinds of institutions: a) governmental 

agencies within individual ministries that are responsible 

for implementing the ministries' programs; b) independent 

departments headed by directors who report to a minister 

but are not directly within the administrative hierarchy 

of the ministry (independent departments were created be-

cause the nature and scope of their activities require 

greater freedom than is possessed by normal line depart-

ments that are affiliated with individual ministries; the 

tax department is an example of such an independent de-

partment (16, pp. 58-63)); and c) public authorities, which 

are similar to governmental corporations in the United 

States (such agencies have boards of directors that super-

vise them, although they may formally report to a minister; 

the Jordan Valley Authority is an example of such a public 

institution). 

As programs of development began and administrative 

agencies were being created in Jordan in the 1950s, it 
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became obvious that planning, budgeting, and central bank-

ing institutions were needed. In 1952, the first of these 

agencies to undertake national planning, the Jordan De-

velopment Board, was organized. Not until 1962 was a 

Bureau of the Budget created, and a central bank did not 

come into existence until 1964 (14, pp, 34, 105, 172). 

Summary 

The story of Jordan is typical of a developing nation. 

It has been buffeted by internal and external events over 

which it had little control. Factors such as the massive 

waves of Palestinian immigrants in 1948-1949 and again 

after 1967, the loss of the west bank and Jerusalem, the 

closing of the Suez Canal (which had a devastating impact 

on phosphorus mining, the single most important economic 

resource in the country) in 1971, the influx of Lebanese 

civilians and businessmen during Lebanon's civil war in 

1976, the impact of increasing prices and salaries in the 

neighboring oil countries, and the demands created by the 

current Iraq-Iran war have all had serious impacts on Jordan 

This young country faced such challenges without the re-

sources or governmental institutions found in richer and 

more modern nations. Jordan's ability to pursue develop-

ment in the face of these challenges shows that the po-

litical elites of the nation have been able to mobilize 



78 

resources both inside and outside the country for the 

process of modernization (11, pp. 243-266). 

Now that a portrait of Jordan has been presented, how 

the kingdom has undertaken its program of development will 

be examined, with special reference to the issue of whether 

Jordan experienced the difficulties in planning and budget-

that Caiden and Wildavsky found in other developing na-

tions. An attempt will then be made to assess the impact 

of government expenditures on national development. 
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CHAPTER IV 

PLANNING AND BUDGETING IN JORDAN: THE EVOLUTION 

AND OPERATION OF GOVERNMENTAL AGENCIES 

Building the administrative institutions needed for 

dernization is a complex and difficult task faced by all 

developing countries. Jordan's experiences in developing 

planning, budgeting, and central banking institutions is 

a good illustration of this process. In its early years, 

Jordan had no planning or budgeting agencies or institutions 

to assist in the difficult processes of modernization (8, pp. 

1-9). This chapter will first focus on the development of 

planning, budgeting, and central banking agencies in Jordan 

and then examine how these agencies function. 

The Evolution of Planning Institutions 

in Jordan 

The need for planning institutions in Jordan became 

apparent in the early 1950s. The plight of the economy, 

discussed earlier in this paper, plus the fact that existing 

governmental machinery was not functioning satisfactorily, 

forced the government to look for solutions and to create 

new administrative institutions. Furthermore, Britain and 

the World Bank began to pressure the Jordanian government 

to undertake planning to ensure that their loans and grants 

81 
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would be utilized effectively. As a result, the first 

national planning agency in Jordan, the Jordan Development 

Board (JDB), was created in 1952 (6, pp. 276-280). 

The Jordan Development Board 

Despite the formal establishment of the JDB, the 

building of a strong central planning agency in Jordan was 

very difficult. In view of the weaknesses of the JDB, the 

creation of a stronger agency was recommended by the Inter-

national Bank for Reconstruction and Development in 1957. 

At this time the International Bank was studying the pos-

sible use of the waters of the Jordan River as a means of 

promoting development in the region. The bank's report 

stated that the JDB, as established in 1952, was lacking 

in both organization and power. The report included a 

number of suggestions pertaining to the JDB's board of 

directors, which exercised basic authority over the 

planning agency. The Bank recommended broad representa-

tion on the board and proposed that it be composed as fol-

lows : 

1. A chairman appointed by the Council of Ministers 

on a long-term contract; 

2. The Undersecretaries of the Ministries of Finance, 

Agriculture, Economy, and Public Works; 

3. A representative of the Municipal Equipment and 

Development Fund; and 
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4. Possibly one or two prominent individuals drawn 

from private life and appointed for a definite term (15, 

pp. 35-37). 

The recommendations of the Bank were followed to a 

large degree in the changes made in the JDB in 1957. In-

deed, if anything, the government went beyond the Bank's 

recommendations to strengthen the JDB by making the planning 

agency responsible to the prime ministry and designating 

the prime minister as its president (7, pp. 64-65). The 

membership of the reconstructed JDB, in addition to the 

prime minister, consisted of representatives of the Minis-

tries of National Economy, Finance, Public Works, and 

Agriculture, and five non-government members appointed by 

the Council of Ministers. The JDB was also to have an 

appointed vice-president and a secretary general (7, p. 66). 

The JDB was reorganized again in 1962, in order to in-

clude the governor of the Central Bank and the director 

general of the Agricultural Credit Corporation, two newly 

created institutions. Whereas the JDB s 1957 charter con 

tained merely a statement that the agency's membership 

must include representatives from the kingdom's various 

ministries, the 1962 reconstituted charter provided spe-

cifically that the undersecretaries of certain ministries 

should automatically serve as members of the JDB (16, pp. 

7-9). As might be expected, the ministries represented 
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were those most actively engaged in or interested in de-

velopment. The number of private representatives was re-

duced from five to three in order to increase the number 

of ministries represented on the JDB. These non-government 

members were appointed for a term of five years by royal 

decree, based upon the recommendation of the cabinet. The 

reduction of private representatives reflects, in part, cul-

tural conditions and the tradition in Jordan that private 

citizens normally do not serve in administrative bodies 

of the government. 

Although private agencies and individuals may seek to 

influence governmental action, it is not expected that 

they will have time to devote to or will maintain an endur-

ing interest in the ongoing operations of government agen-

cies (16, pp. 9-11). Moreover, the bulk of the work in 

the field of development was seen as being the technical 

task of the government, and, therefore, there was no reason 

to seek input from the citizenry in general. Unlike plan-

ning in developed countires where citizens play a major 

role in shaping the goals and projects to be developed and 

governmental administrative personnel perform predominantly 

technical roles, Jordan's experience reflects conditions 

usually found in developing countries, where the initiative 

of private citizens is quite limited (23, pp. 2-24). 

The organizational arrangement within the JDB was 

to consist of three directorates: 1) a research, planning, 



85 

and financing division; b) a directorate responsible for 

projects and evaluation; and c) a finance and accounts sec-

tion (Figure 2). Approximately one hundred employees 

worked for the agency, about forty of whom were specialists 

in economics and other related disciplines such as planning, 

engineering, agriculture, science, and other technical 

fields. The remainder were administrative and support 

personnel, plus secretarial and clerical workers (17, pp. 

3-7). 

The great significance attached to this development 

agency can be seen from the fact that it was granted 

greater powers than those permitted to ordinary ministerial 

spending divisions. It was allowed to formulate its own 

regulations covering personnel and spending procedures and 

to prepare its own budget for submission to the Council of 

Ministers. Unlike other governmental agencies, it was not 

required to go through the national civil service system 

to employ, promote, or terminate employees, and it was not 

bound by the salary scale of the civil service system. The 

fact that the prime minister was to be the president of 

the JDB reflected the government's desire to give the 

agency a position of power. In reality, however, direc-

tion of operations in the JDB rested with the secretary 

general because the prime minister was so occupied with 

many other matters. Nevertheless, the designation of the 
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ing 

Fig. 2--Organization of the Jordan Development Board, 
1962,v 

"Source: Jordan Development Board, Development Board 
Objectives, Functions, Organizations (Amman, Development 
Board Publication, October, 1967), p. 19. 

prime minister as the official head of the JDB gave this 

agency national prestige and influence among government 

agencies and ministries (16, pp. 20-24). 

The primary goal of the JDB was, of course, the pre-

paration of national plans. This is reflected in the 

agency1 sstatement describing its overall planning function. 

Preparation of a comprehensive economic program 
aiming at the development of Jordan's economic 
resources for raising the living standard of its 
people. This program shall include the projects, 
which the Board deems necessary to be implemented 
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in specific time phases, determines their relative 
priority, prepares their estimated costs, and in-
dicates the results expected thereof, and the means 
of financing them (16, pp. 25-27). 

The JDB's activities, however, extended beyond the 

mere preparation of national plans. It was responsible 

for reviewing the implementation of programs carried out 

by various ministries throughout the government, and it was 

to submit reports and make recommendations related to short-

run economic and financial policy. The JDB was also given 

responsibility for seeking and obtaining funds from foreign 

sources and for carrying out studies pertaining to projects 

to be financed through foreign grants or loans, in coopera-

tion with the Minister of Finance. It was to study and 

prepare loan applications and grant proposals and to serve 

as an advisory body to other governmental agencies seeking 

foreign assistance. The JDB's authority ran well beyond 

research in this area in that it had the right to enter 

into foreign loan agreements in its own name, backed with 

the guarantee of the government upon approval of the Coun-

cil of Ministers and the parliament. The JDB, in fact, 

negotiated foreign loans and grants (7, pp. 73-77). 

With regard to the implementation of projects, the JDB 

was also given great powers under the provisions of the 

act creating it. It could either entrust the implementation 
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of a project to another ministry or perform the implementa-

tion processes itself (5, pp. 356-358). In general, the 

JDB did not directly implement programs; instead, it most 

often relied upon regular functional departments to per-

form these duties. In a number of instances, it entered 

into a contractual arrangement with other ministries and 

established special accounts from which funds could be 

drawn upon performance of tasks called for in the agree-

ment. At other times, by means of its special powers, the 

JDB recommended the creation of special agencies for the 

implementation of a particular project. One example of 

the creation of such a special entity was the agency estab-

lished to develop the Ghor Canal project. In effect, the 

JDB negotiated with the United States for aid to finance 

this project and then turned the task of actually building 

the canal to the East Ghor Canal Authority, a special agency 

created specifically for this purpose (16, pp. 10-13). 

As the previous paragraphs indicate, the JDB had a 

wide range of responsibilities that included not only 

planning but also obtaining financing and implementing pro-

grams . The fact that the JDB was performing operational 

activities other than planning, however, raised questions 

about the proper role of planning agencies generally. The 

administrative literature is filled with arguments on the 

subject. The major question raised is how much power 
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should be given to a planning agency. If it is only em-

powered to be a staff agency making plans, those plans may 

never be implemented since the planning agency can be 

ignored by powerful operating agencies. The situation of 

a planning agency advocating an elaborate five- or ten-year 

plan but insulated from and ignored by the operating leader-

ship of the country is one which may be found in many de-

veloping nations. On the other hand, if the planning 

agency is given the power and responsibility for imple-

menting programs, it may be overwhelmed by these new 

responsibilities or its powers may intrude upon and hinder 

the operations of normal functional ministries (7, p. 78). 

To a large extent, the JDB appears to have avoided 

both of these administrative maladies. In fact, its over-

all record was unusually successful. Its operations were 

particularly effective during the early 1960s, when it 

reached a position of such eminence within the government 

as to be considered one of the very important, if not the 

most important of its agencies. The JDB attained this 

position because its proposals were carried directly into 

the high policy-determining ranks by the prime minister. 

In addition, the agency derived its strength from the fact 

that it was the central body for the negotiation of ex-

ternal assistance as well as the primary supervisor of 

grants after they were awarded. As a result of this 



90 

responsibility, the JDB could exercise influence throughout 

the government. Its role in accounting for the use of ex-

penditures also increased its influence over the agencies 

actually implementing projects under the auspices of the 

national plan. Moreover, the JDB possessed a staff of ex-

cellent quality which had a continuous opportunity to work 

in close relationship with the administrative experts 

provided through various grants. 

The National Planning Council 

Despite the successes of the JDB, problems arose in 

financing development projects and in general government 

which led to modifications and the replacement of the JDB 

by the National Planning Council (NPC) in 1971. The law 

creating the NPC provided for a board similar to the JDB 

in that the prime minister continued as the president. 

The membership of the NPC, however, differed from that of 

its predecessor. The Minister of Finance and the Minister 

of National Economy replaced the undersecretaries of four 

ministries who had served on the JDB. In addition, the 

governor of the central bank and the general director of 

the Royal Scientific Society were added to the agency, but 

the director general of the Agricultural Credit Corpora-

tion was dropped to create a place for the chairmen of the 

Chambers of Commerce and Industry. The vice president 

and secretary general of the NPC continued to be appointed 
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members of the board, as previously. Two other members 

were also to be appointed by the cabinet, one of whom was 

to be a member of the Trade Union Council. No provisions 

were made for the appointment of citizens from the private 

sector (19, pp. 502-506). 

Basically, the NPC had the same functions as the JDB 

which it replaced. It continued to be responsible for pre-

paring national plans and for negotiating for and adminis-

tering foreign loans and grants, and it was actually given 

greater responsibility for formulating, executing, and 

monitoring the progress of the national plans. Nevertheless, 

a number of changes were made in the operation of the NPC. 

One significant difference between the NPC and its predeces-

sor was the establishment of a steering committee composed 

of important national figures from outside the agency. The 

function of this committee was to monitor the implementa-

tion of programs in the development plan, to point out 

problems, and to make recommendations (12, pp. 30-40). 

Committees from various sectors of the economy were also 

created to advise the agency. Both of these changes per-

mitted greater input into the planning process from the 

citizenry at large. Procedures for implementing projects 

were also changed slightly in that each operating ministry 

was now required to appoint a project manager to be respon-

sible for seeing that the implementation process was a 
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success (19, pp. 502-503). Most of these changes affected 

the administrative and technical aspects of planning rather 

than the policy sphere. 

The NPC, like the JDB, performed a vital budgeting 

role. Jordan's budget is divided into two virtually separ-

ate components, a current operating budget and a capital 

budget, with the former including all receipts and ex-

penditures not incorporated in the latter. The NPC had 

little direct influence in preparing the current operating 

budget but played a major, if not the dominant, role in 

preparing the capital budget. Capital budgets ordinarily 

involve large expenditures and call for financial commit-

ments covering periods of several years rather than com-

mitments made on an annual basis as in a current budget. 

Funds for capital budgets are typically obtained from loans 

or aid from international institutions, and the process of 

making a capital budget is entirely different from the 

process of preparing an annual operating budget. Capital 

budget preparation consists, first, of composing a "wish 

list" of needed capital items and then of setting priori-

ties for projects that reasonably can be covered by ex-

pected revenues. Planning agencies often are given the 

responsibility for assembling the "wish list" of capital 

projects and for setting priorities concerning which 

projects will be funded first. The Minister of Finance's 
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role in this process consists mainly of reviewing the pos-

sibilities for generating the revenues necessary to meet 

proposed expenditures. Setting priorities as to what will 

be funded is carried out primarily by the planning agency. 

Both the NPC and the JDB played a major role in budgeting 

in this way (19, pp. 516-518). It should be noted that 

the impact of capital expenditures obviously affects annual 

operating expenditures since the construction of new fa-

cilities must be manned and carried out by the various de-

partments of government. 

Jordan's eighteen years of experience with planning 

under the JDB strengthened the capabilities of the NPC. 

The new agency was able to obtain and utilize more informa-

tion about the Jordanian economy and society as a result of 

the earlier accumulation of data. Thus, it was able to 

forecast societal trends and changes more accurately. 

Planners began to consider more comprehensive planning 

concepts, including such matters as unemployment, income 

distribution, deficits and inflation, and a host of socio-

political problems resulting from modernization. Further-

more, more experienced planners began to recognize the 

impact of political influences upon the formulation and 

implementation of development plans. During its period of 

operation, the NPC prepared three national plans, those 

for 1972-1975, 1976-1980, and 1981-1985. These plans will 

be analyzed in detail later in the dissertation. 
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The National Planning Ministry 

In 1984, another reorganization of the national plan-

ning agencies in Jordan took place. The NPC was dissolved, 

and the planning function was placed in the National Plan-

ning Ministry. Under this administrative arrangement, a 

Minister of Planning appointed by the prime minister headed 

the planning department, and this minister became a member 

of the Council of Ministers, the executive arm of the 

government. In a sense, this advanced the prestige of 

the planning agency and provided it with certain advantages. 

The Minister of Planning stood on the same footing as other 

ministers, whereas the position of secretary general of an 

independent agency such as the NPC did not have minister-

ial status. A full-time Minister of Planning could devote 

all of his efforts to planning and representing the inter-

ests of his agency in the cabinet and the legislature, 

where he could present the concerns of planning to the 

highest level of political authority (24, p. 187). It 

would seem that such a change should strengthen the agency, 

but this was not necessarily the case. By moving into a 

ministry, the planning agency lost some of the sources of 

influence and power that it had previously possessed. No 

longer was the planning agency seen as the prime minister's 

agency; now it was just one of the many ministries competing 

for the prime minister's favor, and, as a result, other 
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spending departments could more easily ignore, outvote, 

and even challenge the programs and authority of the Plan-

ning Ministry. Planning, of course, concerns the entire 

government structure, not just one ministry, but ministries 

are not usually prepared to grant another minister of equal 

rank authority over what they consider to be their domain 

or turf (24, pp. 487-488). To a degree the planning agency 

also lost its favored position in the budgeting process by 

now having to compete for funds with other departments. It 

is too early to evaluate the performance of the new Na-

tional Planning Ministry, although it may be observed that 

a "revolving door" pattern seems to be developing for 

planning ministers, as evidenced by the fact that, since 

1984, there have already been two Ministers of Planning. 

The Evolution of Budgeting Institutions 

in Jordan 

Although the state of Transjordan, the predecessor of 

the present state of Jordan, came into existence in 1927, 

there were no formal budget institutions in the kingdom 

until 1962. Consequently, little information has sur-

vived about the budgeting process in these early years, 

but it is known that the task of preparing what was 

called "the budget" was undertaken by an Undersecretary of 

Finance, a career civil servant who worked part time on 

this activity with the assistance of one clerical helper. 
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Not until the 1950s was a more formal budgeting proc-

ess implemented. During this decade, the national budget 

began to show amounts of revenues and expenditures, each 

of which was to a large degree independently administered 

(21, pp. 293-296). Departments and agencies in this period 

submitted their requests for funds to the office of the 

Undersecretary of Finance, who was responsible for pre-

paring and, with no assistance from specialists or budget 

analysts, completing the budget. The few available accounts 

of these proceedings show that small incremental increases 

were normally added when revenues were sufficient to accom-

modate rising costs of government. Numerous problems oc-

curred in this system such as long delays in closing ac-

counts, unrealistic budget estimates, improper classifica-

tion of receipts and expenditures, and the absence of an 

appreciation in general of the budgetary process as a 

tool of planning and management. 

By 1960, the need for improvement in the Jordanian 

fiscal system became imperative, and a Royal Fiscal Commis-

sion to make recommendations for financial reforms in the 

kingdom's tax system and budgetary procedures was appointed 

by the prime minister. Its membership consisted of an 

unusually distinguished group of Jordanians, ably as-

sisted by consultants from the Ford Foundation (11, pp. 

150-160). 
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The Commission's report was most critical of budget 

administration in Jordan. It described the purposes of 

a national budget and made recommendations for a complete 

restructuring of the budget system. The recommendations 

of the report drew heavily upon budgeting institutions 

and processes in the British and American systems. For 

example, a new agency, similar to the Bureau of the Budget 

in the United States, was recommended to assist the Minis-

ter of Finance in budget preparation (11, pp. 161-170). 

These recommendations were immediately acted upon by 

the government, and a Department of the Budget (DOB) was 

added to the Ministry of Finance in 1962. The DOB was 

responsible for developing budget policies and for formu-

lating and executing Jordan's annual budget. The Royal 

Fiscal Commission's recommendation that the DOB should 

seek technical assistance to initiate administrative 

changes was followed, and consultant services were pro-

vided by the United States Agency for International De-

velopment (AID). A number of personnel were also sent to 

training programs at the American University of Beirut, 

and some were even sent to study in the United States (19, 

pp. 585-589). 

The Commission found Jordan's tax system, which was 

still in a very undeveloped stage, to be seriously de-

ficient and recommended improvements in the tax structure. 
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Among these recommendations were proposals to increase 

property taxes on urban lands and buildings and on irri-

gated rural lands. The Commission also proposed the 

elimination of personal property tax on farm animals, to 

be replaced by an import duty on these animals. Finally, 

the report included recommendations on tax enforcement 

and proposed reforms in the penalty system for failure 

to pay taxes (20, pp. 3-7). 

These recommendations, too, were quickly adopted by 

the government in a new law enacted by parliament in 1963. 

In addition, a new income tax was proposed and approved 

by parliament in 1965. Under the new tax act, lower-

income groups were given exemptions on salaries and wages 

while tax rates for higher-income groups were increased (9, 

pp. 3-6). 

A number of reforms in tax enforcement were also 

adopted. An investigative unit was established, similar 

to the investigative agency within the United States 

Internal Revenue Service. Another purpose of this unit 

was to investigate wrongful acts of government employees. 

A special tax court was established as a means of speeding 

the judicial process and reducing the backlog of cases 

(13, pp. 3-15). 

As a result of these reforms, the budgetary process 

in Jordan, which had been confined to a two-man operation 
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in the Ministry of Finance prior to 1962, became the task 

of a major staff agency helping the prime minister to 

formulate a sound budget policy in line with the economic, 

financial, and administrative conditions of the country. 

Modern budget procedures were introduced into a country 

which had previously had no experience with budgetary con-

trols. One negative result of greater financial and bud-

getary controls, however, has been the possibility of 

increased conflicts between planners (spenders) and bud-

geters (controllers). This issue will be examined in 

detail later in this study. 

The Creation of the Central Bank of Jordan 

Of the other policy institutions involved in planning 

and controlling the Jordanian economy, one of the most im-

portant was the kingdom's central bank. Until 1964, Jordan 

did not have a central bank, but, in that year, the Central 

Bank of Jordan (CBJ) was created, replacing the Jordan 

Currency Board that had operated since 1950. The Currency 

Board did not fully act as a central bank; its functions 

had been confined to maintaining sterling assets as backing 

for local currency, and it had no role in controlling the 

money supply and credit or in supervising banks (3, pp. 

90-120). 

The CBJ was created to perform all of the tasks of a 

central bank. It was authorized to a) issue and regulate 



100 

currency; b) manage reserves and control foreign exchange; 

c) act as banker to the government and, in this capacity, 

manage government revenues and expenditures and carry out 

all treasury functions for the government; and d) license 

and regulate all banks and other credit institutions. The 

CBJ's powers over currency permitted it to control inter-

est rates and the supply of money, both of which obviously 

influenced the development process. Its control of 

foreign exchange to a large degree determined the amounts 

and kinds of goods imported, as well as the type of invest-

ments made. The CBJ's control of banks also shaped the 

nature and scope of investments as well as affecting the 

economic cycle generally. In short, the CBJ affected al-

most all economic policies as a result of its significant 

role in managing financial matters (2, pp. 7-36). 

The Planning and Budgeting Processes 
in Jordan 

This section of the discussion deals with how Jordan's 

planning and budgeting agencies operate. Its purpose is 

to identify the steps in the processes of planning and 

budgeting, the roles and functions of the participants, 

and the strategies implemented by the various planning and 

budgeting agencies. 
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Planning Processes 

Planning processes in Jordan in a sense attempt to 

follow the rational decision-making model, although in 

reality national plans are often influenced by what the 

international institutions that are putting up the money 

for development want. The beginning point in planning 

is the identification of societal problems. Problems are 

construed to be the differences between the conditions 

that are perceived to exist, as contrasted with the con-

ditions that the values of society indicate should exist. 

From this review of societal problems, goal statements 

are formulated and problems analyzed. The problems are 

categorized according to various economic and social 

sectors--for example, economic problems are subdivided 

into problems of such sectors as agriculture, industry, 

mining, and the like (19, pp. 520-524). Each economic 

sector is then subdivided into major programs and activi-

ties, and the programs are analyzed to identify needed 

projects. Problems of the agricultural sector may involve 

programs for production in irrigated and dry lands, mar-

keting of agricultural products, agricultural research, 

soil conservation, and reforestation; and under each of 

these agricultural programs a number of projects may be 

needed to solve the previously identified problems. This 

process also requires the seeking out and analyzing of al-

ternative ways of dealing with problems (8, pp. 2-9). 
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Next, priorities must be set since, of course, all of 

the needed projects cannot be undertaken. In theory, 

priority-setting may be carried out by planners since 

the analyses they conduct should indicate which projects 

are the best and most effective to undertake for develop-

ment (23, pp. 34-36). In reality, however, the setting of 

priorities which determines who gets what, when, and where 

is a political process, jointly shared by planners and 

politicians. The executive and the parliament have the 

last word on national priorities because they must formally 

adopt the final version of the national plan. 

Although the national plan must be formalized by poli-

tical officials, the fact that planning agencies play the 

major role in obtaining funds from international sources 

and that these agencies have the major responsibility for 

formulating the capital improvement or development budget 

gives them great power in preparing the latter. As stated 

earlier, the capital budget is almost completely separate 

from the annual or recurrent budget. The process of making 

the capital budget consists mainly of setting priorities 

for projects that can reasonably be covered by revenues 

for a fixed period of time. Planning agencies in Jordan 

are given the responsibility for determining the list of 

capital projects and for setting priorities as to which 

of those projects will be funded first. In addition, 
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planning agencies have great influence over the funds ear-

marked for development (8, pp. 28-32). 

As has already been noted, planning agencies in Jordan 

were given control of the implementation of development 

projects; they may entrust the implementation of projects 

to other ministries or perform the task themselves (19, pp. 

528-531). In either case, planning agencies have the au-

thority to contract for the necessary work to be performed. 

Generally, projects have been implemented by regular func-

tional departments under a contractual relationship with 

the planning agency. 

The final step in the planning process is follow-up 

and evaluation. Under the auspices of the NPC and its 

predecessor, the JDB, the planning agency could supervise 

and evaluate programs because it had contractual arrange-

ments with other departments and control over the monies 

earmarked for capital improvements (19, pp. 532-538). 

Since Jordan's planning agency has now been reorganized as 

a separate ministry, however, it is not yet clear whether 

it will be able to retain these powers. 

Budgeting Processes 

A government's budget is a financial plan describing 

the programs and activities that the government proposes 

to undertake and the sources of revenue to pay for them. 

Since most government policies involve outlays or receipts, 
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the budget reflects the sum of government activities (8, 

pp. 9-18). The process of formulating a budget also in-

volves every part of the government and the participation 

of many different actors. There are a number of phases or 

steps in the budgeting process, which are usually listed 

in a budget calendar showing who is to perform the various 

functions and when each activity must be completed (24, pp. 

201-217). The following paragraphs identify Jordanian 

budgetary institutions, process steps, participants, and 

participants' roles, functions, and strategies. 

As noted earlier, Jordan had only a very primitive 

budgeting system prior to 1962, but in that year a new 

Department of the Budget (DOB) was established as a major 

staff agency for the Minister of Finance. Directed by an 

undersecretary, the DOB was given the responsibility for 

preparing the general budget and appraising all programs, 

projects, and activities that require budgetary alloca-

tions. While the DOB appraises all programs financed by 

government funds, the national planning agency is given 

authority over projects financed wholly or in part by for-

eign resources. This administrative arrangement results 

at times in divergent actions by those desiring to push 

ahead with development spending (i.e., planners) and 

those attempting to control the financial aspects of govern-

ment (i.e., budgeters) (10, pp. 30-42). 
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Since budgets are dependent upon the state of the 

economy, the DOB must consult with all agencies responsi-

ble for activities affecting the state of the economy. 

To facilitate this task, a consultative council for bud-

getary matters composed of the Minister of Finance, the 

Minister of the National Economy, the governor of the 

CBJ, the director general of the General Accounting Bureau, 

and the Minister of Planning was created to consider the 

financial and economic situation of the country and to 

forecast future economic conditions for the purpose of 

budget preparation. To a degree, this council also at-

tempts to coordinate the activities of the planning agency 

and the DOB. 

The general budget in Jordan provides an overview of 

all revenues and expenditures. Revenues are divided into 

domestic and external categories. Domestic revenues are 

derived from direct and indirect taxes and from non-tax 

resources. External revenues are composed of financial 

aid and loans from foreign countries (19, pp. 596-599). 

Expenditures are divided into the categories of recurrent 

civil expenditures, defense and public security, capital 

expenditures for ordinary projects, and expenditures for 

development projects. 

Preparation of the budget involves decision-making 

regarding future revenues and expenditures. Both of these 
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components must be forecast as a preliminary stage to the 

formal budgetary process. It would be unrealistic to at-

tempt to determine the total magnitude of expenditures 

without considering the availability of revenue, and, 

similarly, the amount of revenue to be raised is influenced 

by the assessment of needed expenditures as well as the 

amount of deficit financing to be considered and its con-

sequences. As a result, the preliminary phase of budgeting 

begins with estimates of the yield of existing taxes and 

non-tax revenues and the cost of maintaining existing ex-

penditure programs (20, pp. 10-20). Both of these estimates 

take into account the country's economic and demographic 

forecasts. Econometric models of the economy are sometimes 

prepared to forecast what the future of the economy will 

be under various conditions and the implications of these 

forecasts for governmental revenues and expenditures. One 

of the problems of a developing nation like Jordan, how-

ever, is that the availability of highly trained personnel 

capable of using such sophisticated techniques is severely 

limited. 

It is the duty of each ministry or department to pre-

pare estimates of needs according to the guidelines issued 

by the DOB. Conferences are held with all of the adminis-

trative units responsible for budgeting within their de-

partments to inform them of the budget guidelines. Within 
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each individual ministry or department, the minister or 

director is responsible for consolidating budget estimates 

from the sub-units into a proposed budget for the ministry 

or department as a whole. After these budget estimates 

are submitted to the DOB, intensive discussions regarding 

them take place between each ministry or department head 

and the DOB. Under the direction of the Minister of Fi-

nance, the DOB then prepares a draft of the complete 

executive budget for submission to the cabinet (19, pp. 

609-614). 

Although in theory this process is a technical and 

administrative one, in reality it is political in nature 

since it determines who gets what. Agencies in Jordan, as 

in all countries, use a number of strategies in order to 

protect their programs. They often press for larger ex-

penditures while the budget office is urging restraint. 

One common tactic is to inflate departmental requests in 

order to leave room for expected cutbacks. In some in-

stances, this leads to highly unrealistic requests followed 

by arbitrary reductions that negate careful consideration 

of departmental needs. Another maneuver is the so-called 

"camel's nose under the tent" or "foot in the door" strat-

egy, which involves starting a program or a project on a 

small scale in the expectation that the growing stream of 

future expenditures required will be authorized to prevent 
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its wasteful or unpopular termination. Yet another fre-

quently used tactic is for ministries and departments, 

when they are called upon to reduce expenditures, to sug-

gest the elimination of highly popular or essential pro-

grams in order to divert attention from more vulnerable 

programs. Finally, it does not hurt an agency to have 

influence with the ultimate decision-maker concerning the 

budget, the Minister of Finance, and often other ministers 

and department heads with such a relationship will appeal 

"over the head" of the DOB (8, pp. 19-23). 

After a draft budget is prepared, under constitu-

tional mandate the prime minister must present the budget 

to the National Assembly before the first of November of 

each year. Rarely in the budgetary history of Jordan, 

however, has the executive succeeded in complying with 

this requirement, and the National Assembly has frequently 

criticized the executive for his delay. When the budget 

is not presented on time, the government continues to 

operate under Article 13 of the constitution, which gives 

it the right to continue spending at the same level as in 

the previous budget (4, Article 13). 

Upon placing the budget before the Chamber of Deputies, 

the prime minister requests that the speaker of the Chamber 

call a special session to consider it. At this session, 

the Minister of Finance presents his state of the nation 
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and budget address, explaining the government's fiscal 

policy and the budget's content. The Minister of Finance 

also clarifies the economic and financial situation of 

the country and defends the actions taken in the budget. 

The draft budget is then referred to the Finance Committee 

for consideration. The Finance Committee is authorized to 

call on all ministers, undersecretaries, department heads, 

and other bureaucrats, including the director of the budget 

office, to discuss their budget requests. Upon completion 

of the Committee's consideration, recommendations are made 

to the entire Chamber of Deputies, which has the final 

authority in enacting the budget (19, pp. 621-622). 

One of the problems facing all developing nations is 

that their legislatures are new and inexperienced bodies. 

Not all legislators fully understand the complexities of 

modern budgeting or its relation to the economy generally. 

Furthermore, in traditional societies legislatures do not 

function like their counterparts in more modern societies, 

and, as a result, budget discussions are not as open as 

formal procedures would indicate. Debates over the budget 

in Jordan are frequently unrelated to the budget itself 

and instead deal with problems of corruption and unpopular 

programs or personnel. In addition, according to the pro-

visions of the constitution, when debating the general 

budget or provisional laws related thereto, the National 
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Assembly may reduce the expenditures allocated to various 

programs and departments, but it cannot increase expendi-

tures either by amendment or by submitting a separate pro-

posal. This, in effect, restricts the power of individual 

members of the legislature to represent the constituencies 

or departments they may favor (18, pp. 296-298). 

After the budget passes the Chamber of Deputies, it 

is sent to the other house of the legislature, the Chamber 

of Notables, where the same procedures are followed. The 

budget is then presented to the king for his approval (18, 

pp. 299-305). 

From the view of the Minister of Finance, budget exe-

cution involves constant evaluation of both revenues and 

expenditures to ensure that adequate funds will be availa-

ble. Should revenues not meet the estimates forecast, 

expenditures will have to be reduced or postponed, ot, if 

expenditures exceed estimates, they will have to be cut to 

stay within the available funds. Ministers of finance in 

countries like Jordan, where the economic and political 

environment is uncertain, are constantly faced with the 

problem of inadequate funds and, therefore, see themselves 

as controllers, keeping the necessary balance in fiscal 

matters. 

On the expenditure side, budget implementation has 

the legal purpose of ensuring that the expenditures of 
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agencies are consistent with appropriations in the annual 

budget law (14, pp. 11-13). Although ultimately each 

agency is authorized to spend funds called for in the 

budget, a number of agencies control fund disbursement. 

After appropriations are made by the legislature, the DOB 

is given the responsibility of seeing that funds are ex-

pended by the various agencies and departments according 

to the budget law (14, pp. 13-16). In this way, the DOB 

performs a pre-audit function. Normally, annual appro-

priations are divided into quarterly payments, and agencies 

are allowed to withdraw only those funds released for each 

three-month period. The quarterly payment system is used 

to prevent agencies from spending their yearly appropria-

tions in a short time and then having to request supple-

mentary appropriations. Such control over appropriations 

permits the Minister of Finance to monitor expenditures 

against national income and to reduce them, if necessary. 

The actual expenditures of agencies, therefore, are not the 

same as the amounts appropriated in the budget since an 

almost continuous recurrent budgeting process is carried 

out by the Minister of Finance (19, pp. 628-632). 

Agencies implementing programs often find it necessary 

to transfer funds from one account to another in order to 

complete a project without running out of money. In order 

to transfer funds, agencies must first obtain the approval 
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of the DOB. In addition, the approval of the Council of 

Ministers is necessary to transfer funds from capital or 

personnel accounts. Funds cannot be transfered between 

programs without a legislative decree permitting a budget 

change (18, pp. 305-307). 

At other times, agencies must seek supplementary funds 

to complete the programs they have undertaken. Such ad-

vances and supplementary funds require a recommendation 

by the DOB and the Minister of Finance to the Council of 

Ministers, who must finally approve the request (19, pp. 

631-632). 

In Jordan, operating departments and agencies are se-

verely restricted in their operational and financial af-

fairs by rules and regulations. In part, this is due to 

the fears of the Minister of Finance, the DOB, and others 

of inefficiency and waste at the executive level. As a 

result, almost every transaction must be approved by 

numerous officials before they are finally authorized. 

Excessive "red tape" reflects the fact that officials 

attempt to use financial controls as instruments of 

coordination and feel that they must retain this power 

to maintain accountability. Oftentimes excessive red tape 

and supervision delay the preparation, authorization, and 

implementation of programs. 

Countries differ greatly in the degree to which com-

mitments are subject to control by the budget office or 
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other central agencies. In some countries, detailed con-

trol is exercised by requiring spending departments to ob-

tain explicit approval before undertaking the programs 

authorized by the budget or entering into commitments 

pertaining to those programs. Usually such prior approval 

does not involve a reexamination of the merits of the ex-

penditures but only a verification that they have been 

authorized and that proper procedures have been observed. 

In other countries, spending departments may make commit-

ments for programs in their budgets without specific prior 

approval and are themselves responsible for observing 

legal requirements. Obviously, prior approval systems 

tend to be cumbersome and hinder the operation of depart-

ments, but they may be expedient when financial discipline 

is weak. 

Weakness in the accounting process is also a major 

problem of administration in developing countries. In 

fact, in Jordan an attempt has been made by the Accounting 

Department in the Ministry of Finance, which is responsi-

ble for recording, bookkeeping, and reporting the govern-

ment's financial position, to institute a system of 

accrual accounting which would deduct expenses from 

appropriations at the time commitments are made for ex-

penditures rather than at the time of actual payment. Yet, 

although the obligation and accrual system has officially 
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been in effect since 1963, problems remain, and some agen-

cies and departments still do not understand or follow the 

system. In part, inability to initiate reforms in the 

financial system is due to the lack of skilled manpower 

in developing countries. Although the most sophisticated 

top administrators are well aware of these modern techniques, 

the shortage of skilled middle- and lower-level administra-

tors throughout the government severely hinders the imple-

mentation of complex new systems. The weakness of the ac-

counting and controlling systems leads to detailed rules 

and regulations requiring numerous signatures and routines 

for supervising the actions of agencies. All of this red 

tape obstructs effective administration. 

The rigidity and complexity of the accounting and 

supervisory system in Jordan leads to a delay in closing 

the fiscal year's accounts, and this, in turn, makes data 

on actual expenditures unavailable during the budget 

preparation cycle. Moreover, the accounting system does 

not provide agency managers with needed information to 

evaluate programs or to prepare new budgets. One can con-

clude that attempts to maintain accountability lead to 

centralization and excessive supervision. The latter 

problem is exacerbated by the fact that agencies and 

departments are supervised by more than one entity--the 

Minister of Finance, the DOB, and the Audit Bureau all 
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duplicate central supervision over agencies. This forces 

departments and agencies to seek approval on every detail 

and item for dispensing funds rather than concentrating on 

ameliorating the financial system, and such rigidity ac-

tually damages the system rather than improving it (19, 

pp. 633-636). 

The auditing process in Jordan is carried out by the 

Audit Bureau, an arm of the legislature originally created 

in 1931. According to Article 119 of the constitution of 

1952, the functions of the Audit Bureau are to audit the 

state's revenues and expenditures and to submit to the 

Chamber of Deputies, at the beginning of every session, a 

general audit report on the operations of the government. 

The Audit Bureau publishes an extensive annual report, 

considering revenues and both recurrent and development 

expenditures. Recently it has been proposed that the Bu-

reau should also audit all corporations in which the 

government owns over 45 per cent of the stock (22, p. 5). 

The chief of the Bureau, who is appointed by royal decree 

on the cabinet's recommendation, cannot be removed from 

office, transferred, or retired without the approval of 

the Chamber of Deputies. The chief of the Bureau has 

the same authority as a minister with regard to the ad-

ministration of his agency. 

Debates on the Bureau's annual reports are considered 

by the National Assembly, and in theory this makes the 
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executive and the bureaucracy responsible to the country's 

representatives. In line with the Bureau's position as an 

arm of the legislature, it has been proposed that the 

Chamber of Deputies rather than the cabinet should be the 

last resort in solving disagreements between the Bureau and 

any other ministry or department. 

Summary 

As this chapter has shown, the development of planning 

and budgeting institutions in Jordan has been a complex 

task. The process of modernization requires the building 

of administrative institutions in order for development 

plans and projects to be formulated. Adequate financial 

resources are also essential in the process of moderniza-

tion, but in poor countries like Jordan domestic revenues 

are very limited and are dependent on international markets, 

which are subject to great fluctuations. Foreign aid and 

loans must be relied upon, and reliance upon such resources 

causes further uncertainty. Instability, therefore, 

plagues the political and economic environment of Jordan 

(18, pp. 307-308). 

The demands for modernization in Jordan, as in the 

other developing countries studied by Caiden and Wildav-

sky (1), far exceed the nation's ability and resources to 

meet these needs. The uncertainty of revenue sources, com-

pounded by the lack of accurate economic data, makes it 
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difficult, if not impossible, to accurately forecast reve-

nues or expenditures (1, pp. 45-50). As a result of these 

problems and fluctuations in revenues, finance ministers 

in Jordan frequently must restrict agencies from spending 

according to the budget or plan currently in force. Re-

current budgeting to reflect the actual income of the 

country almost becomes standard operating practice, and 

this, coupled with the prevailing restrictive rules and 

regulations on administrative actions, leads to dysfunctional 

results. 

National needs in Jordan far exceed the kingdom's 

ability and resources. Tensions and conflicts, therefore, 

are inevitable between those pressing for improvements 

under the provisions of the national plan and those respon-

sible for the financial stability of the country. Evidence 

of this conflict is seen in the fact that actual expendi-

tures for projects under the national plan and the annual 

budget usually differ considerably from the amounts origin-

ally called for in the plan (18, pp. 309-311). 

The administrative arrangement separating capital bud-

geting and budgeting for annual expenditures further ag-

gravates the conflicts between planners and controllers. 

Planners are given the responsibility of planning for de-

velopment, preparing capital budgets, and seeking funds 

from foreign sources, while controllers and budgeters are 
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held responsible for ensuring financial stability. The 

goals of these agencies and the attitudes of their adminis-

trators, therefore, are pitted against each other. Ad-

ministrative agencies in this environment are led to use 

the various counterproductive strategies discussed by 

Caiden and Wildavsky (1) to secure funds and to protect 

themselves. 

Nevertheless, despite these problems in planning and 

budgeting, Jordan has made progress in modernization. In 

the next chapter the "products" of the kingdom's adminis-

trative agencies--that is, Jordan's national plans and 

budgets--will be examined. 
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CHAPTER V 

NATIONAL PLANS AND BUDGETS IN JORDAN 

Although Third World countries were pressured by the 

World Bank and by western nations such as Great Britain to 

undertake national plans in the post-World War II era, 

little was known about developmental planning, and few 

guidelines were available for these countries to follow. 

Much of the planning experience of Communist nations was 

unacceptable to the non-Communist bloc and to many unaligned 

Third World nations. Planning experience in the developing 

capitalist societies, on the other hand, had been largely 

limited to land use planning in cities and to planning by 

national banks and governments to maintain economic sta-

bility. Neither of these approaches dealt fully with the 

complex problems of developmental planning in poor countries, 

and to a large degree such countries had to evolve ap-

proaches and techniques suited to their own conditions (11, 

pp. 1-18). 

The difficulty faced by the Third World in this task 

was further complicated by the fact that the terms plan-

ning" and "plans" were used in so many different ways and 

there was little agreement as to what they meant. Many of 

the uses of the term "planning" are so broad that the 
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elements of planning are difficult to identify and cannot 

be easily distinguished from related activities such as 

policy-making or implementation. This confusion led Wil-

davsky, in frustration, to say, "If planning is everything, 

maybe it's nothing" (21, pp. 161-162). 

In their calls for national planning, Third World 

leaders often stressed various planning concepts. Planning 

was described as a means of giving direction to the country, 

a means of setting goals for development, or a means of 

making decisions about how best to use scarce resources 

(12, pp. 2-8). 

National plans were expected to deal with the balanc-

ing of domestic revenues and expenditures while work was 

being done to increase revenues through improved taxation, 

stimulation of the economy, and attraction of foreign 

grants and loans. Plans were to serve as guides for 

implementation of governmental programs and to provide a 

strategy of action for government planning. In short, 

planning was seen in a sense as the solution to all of the 

country's problems (5, pp. 1-19). 

This chapter examines the national plans of Jordan 

and the budgets enacted to implement their programs. Spe-

cial emphasis is given to plans and budgets during the 

last ten years (1976-1985). A comparison is made between 

each national plan and its corresponding budgets to 
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determine whether the generalizations formulated about 

poor countries by Caiden and Wildavsky (6) are applicable 

to Jordan. 

Government Planning for Development in 

Jordan 

Jordan has been described by some as "plan happy, 

since, seemingly, the government has been constantly making 

plans. Beginning with the first plans drafted with the 

aid of the British in 1953 and the World Bank in 1955, 

Jordan has undertaken at least five national plans. It 

was not until 1962, however, that Jordan published its 

first official five-year developmental plan for 1962-1967. 

The kingdom's first national planning efforts in 1962 were 

seriously hindered by lack of data and inability to fore-

cast future events. Less than two years after the publi-

cation of the plan, the Jordan Development Board decided 

to revise it, and a completely new plan for 1964-1970 was 

issued. This plan was based on more reliable national 

account estimates that had been collected since about 1961. 

This seven-year plan was the first to make use of such 

national account data and, consequently, the first to 

present forecasts for the plan period. The 1967 war, 

however, disrupted this planning effort (14, pp. 144-160). 

For almost five years after the war, economic development 

in Jordan was not carried on in a systematic manner. In 
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1973, an attempt was made to resume national planning, and 

a three-year plan was announced, despite the fact that 

another war was being fought between Arab and Israeli 

forces. The war, plus a number of other circumstances, 

again hindered the planning process. Since 1976, Jordan 

has undertaken two five-year national plans, the plan for 

1976-1980 and the plan for 1981-1985 (13, pp. 60-68). 

Despite the weaknesses in earlier plans, all of 

Jordan's plans have in one way or another dealt with four 

basic questions, a) What must be done in order to improve 

the living standard of the people and strengthen the 

country, or, in other words, what are the nation s goals 

and what proj ects should be undertaken to attain them? 

b) What results can be expected from the actions or proj-

ects in the plan? Since resources are scarce, the plan 

attempts to ensure that they are used in the most productive 

manner possible. This involves a comparison of forecasts 

of expected revenues and expenditures for the various 

programs and projects considered, c) How should the 

actions called for in the plan be carried out? Should 

they be implemented by governmental or by private agencies 

or in cooperative endeavors by both of these sectors? d) 

How are desired projects and programs to be financed? 

Since, ultimately, what is accomplished under a plan de-

pends upon what can be financed, it is essential that 
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national plans consider domestic and foreign resources as 

well as the role of the private sector in undertaking 

planning projects. It is at this point that planning and 

budgeting merge (5, pp. 107-130). 

Early Development Plans (1948-1970) 

Conditions in Jordan at the Beginning 
of the Plan Period 

Jordan experienced dramatic changes from 1948 to 1967. 

After the 1948 war, the kingdom annexed the west bank of 

the Jordan River and had to absorb a large number of 

refugees, which substantially changed the composition of 

the nation's population and placed increased demands on 

the country as a whole. The transportation and communica-

tion infrastructure had to be completely redirected as a 

result of the war, and other public facilities for elec-

tricity, water, sewage, education, health, and irrigation 

were woefully inadequate and had yet to be built. Phos-

phate deposits and the potash brines of the Dead Sea were 

largely undeveloped. Industry was primitive, and a large 

proportion of the people was unemployed. Agriculture, 

which was the main source of employment in the kingdom, 

was almost all unirrigated and therefore subject to very 

wide annual fluctuations in rainfall (14, pp. 347-349). In 

light of these conditions, national planning was believed 

to be imperative by Jordan's leaders. 
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Goals of Early Plans 

The early plans of 1962 and 1964 emphasized projects 

to reduce unemployment. Improvements in agriculture were 

given the highest priority. The seven-year plan for 1964-

1970 called for an expenditure of 27 per cent of total 

public and private outlays to be made for agriculture, 

including water development projects. The completion of 

the East Ghor canal (work on which had begun in 1957) and 

the undertaking of a more ambitious irrigation scheme, the 

Grand Yarmouk project, were the most important of these. The 

East Ghor and Yarmouk projects were expected to give a sig-

nificant stimulus to agriculture through the expansion of 

irrigated areas and to provide hydroelectric power for in-

dustrial purposes (14, pp. 373-374). In addition to these 

major undertakings, the development plans called for mea-

sures to combat soil erosion, the expansion of fruit orchards, 

and the improvement of the network of roads and marketing 

facilities for agriculture. 

Mining was also given great consideration in the 1964-

1970 plan. The plan called for further expansion of the 

phosphate industry and initiation of potash production from 

the Dead Sea. Exports of these mineral resources were 

seen as a means of increasing Jordan's GNP and improving 

its foreign trade balance. The seven-year plan for 1964-

1970 also gave high priority to the development of trans-

portation. Its goal in this area was to build roads and 
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rail connections essential for transporting phosphate and 

anticipated potash exports via the port of Aqaba. This 

port, which is Jordan's only outlet to the sea, was crucial 

to the kingdom's industrial development. Building of the 

port facility, therefore, was given great consideration. 

The 1964-1970 plan also emphasized the improvement of the 

administrative capabilities of the country. A national 

banking system and improvements in the governmental budget-

ing system were two major projects proposed for this purpose. 

Finally, the plan stressed advancement in the level of edu-

cation in Jordan and the provision of increased educational 

opportunities. A number of vocational and teacher training 

institutes were to be established. In all, the plan fore-

cast an average increase in real GNP of 6.1 per cent per year 

between 1964 and 1970 while reducing the unemployment rate 

by about 1 per cent annually as well as improving Jordan's 

balance of trade (14, pp. 380-381). 

Implementation of the Plans 

The national plan for 1964-1970 emphasized its programs 

were to be implemented through both public and private 

enterprise. Private investments in many industrial and 

mining ventures were encouraged and were expected to pro-

vide 50 per cent of the domestic investment. One-half of 

the total investment called for in the plan was to come 

from foreign loans and grants. 
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Accomplishments of the Plans 

During the years of these early planning efforts, 

Jordan's economy was developing rapidly. The extension 

of irrigation and the introduction of modern farming 

methods stimulated the growth of agricultural production. 

Despite this growth in production, however, Jordan con-

tinued to have to import food because of increases in its 

population. In addition, relatively low farm incomes pro-

voked continuing migration from rural to urban areas. 

Industry, including mining and electrical production, 

expanded quickly, exceeding the growth of the economy as a 

whole, but there were a number of serious constraints on 

industrial growth. The smallness of the domestic market 

and the inability of Jordan's industries to compete in 

the international arena were compounded by a very limited 

supply of skilled technical and managerial personnel 

(14, pp. 383-384) . Furthermore, in the 1950s, Jordan s 

infrastructure was seriously underdeveloped, even by 

Middle Eastern standards. Many improvements were made 

before the June war in 1967 to develop transportation, 

communication, and other essential public facilities. 

Another source of growth in this period was the tourist 

industry, which developed especially rapidly between 1960 

and 1966, when Jerusalem and the west bank were under 

Jordan's control. 
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The goal of economic growth at a rate of over 6 per 

cent annually was exceeded in the first three years of the 

1964-1970 plan. According to the United States Agency for 

International Development, Jordan's GNP increased by 16.9 

per cent in 1964 and by 12 .4 per cent in 1965, but by only 

2 .8 per cent in 1966. The growth rate in 1964 and 1965 far 

exceeded planners' expectations, primarily as a result of 

unusually favorable weather conditions in these years, 

although non-agricultural sectors of the economy also 

showed substantial gains. The decline in the GNP in 1966 

was due mainly to poor weather conditions, which seriously 

affected agriculture, but growth of industrial production, 

including mining, also declined. Although no data on em-

ployment are available for these years, it can be assumed 

that the rapid growth of Jordan's economy in 1964 and 1965 

helped to reduce levels of unemployment and underemployment. 

(14, pp. 350-356) . 

The goal of reducing deficits in the kingdom's balance 

of trade, however, was not achieved. Phosphate exports 

surpassed the goals for the plan and the increase in remit-

tances from Jordanians working in Arab oil countries in-

creased the income balance of the nation, but the rising 

volume of imports of consumer goods increased the trade 

deficit in 1964-1966 by 17 per cent over the 1961-1963 

l e v e l (14, pp. 384-387) . 
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In the latter half of the 1964-1970 plan period, the 

1967 war disrupted Jordan's development efforts. The king-

dom's economy was seriously hurt, not only by the loss of 

the west bank and income from its tourist trade but by ac-

tual destruction and damage to many public and private 

buildings and facilities on the east bank of the Jordan 

River. Military expenditures increased from 22.8 million 

Jordanian dinars (JD) in 1966 to 28.6 million in 1967 and 

to 39.4 million in 1968. Demands on the national budget 

were drastically increased by the influx of new refugees 

from the west bank. The rise of the Fedayeen groups 

(the Palestinian Liberation Organization) among these 

refugees created instability and further complicated 

Jordan's problems. Continued hostilities along the Jordan 

River seriously retarded efforts to improve agriculture 

in the region. All of these factors had a deleterious ef-

fect on governmental finances. Evidence of the impact 

of the war on governmental revenues can be seen from the 

revenue losses during the last seven months of 1967. 

Domestic revenues were 32 per cent lower in these months 

than during the corresponding period in 1966. This re-

flects, in part, the loss of the west bank and, to a lesser 

extent, a decline in economic activity on the east bank. 

By 1968, domestic revenues from the east bank were JD 26.3 

million, compared to 26.7 million in 1965-1966. The 
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uncertainty of the environment made it impossible for Jor-

dan to pursue its development programs in this period (14, 

pp. 388-392). 

The Three-Year Development Plan for 
1973-1975 

Conditions in J or dan at the Beginning 
the Plan Period 

From 1967 until 1973, little systematic development 

occurred in Jordan because the nation's attention was 

focused on military mobilization and defense. Major de-

velopmental programs that had been planned such as the 

Khaled Ibn El-Waleed Dam, electrification projects, the 

Jerusalem airport, and projects for developing potash re-

sources all had to be curtailed or abandoned. The annual 

growth rate of the GNP decreased significantly to only 

3.8 per cent. During the period from 1967 to 1971, a real 

decline took place in all economic sectors, and at the 

same time the government had to meet the basic food and 

shelter needs of the influx of 150,000 displaced persons 

from the west bank and the Gaza strip (16, pp. 81-96). 

As a result of the closure of the Suez Canal during the 

1967 war, communication routes to Jordan again had to 

be changed, and Jordan's emerging phosphate trade with 

Europe was lost. Private investments declined, and the 

creation of new industries and the expansion of existing 

ones were limited. Jordan's industry lost half of its 
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national market as a result of the war. Unemployment in-

creased, and many skilled and professional workers emi-

grated for higher wages outside Jordan. These conditions 

also seriously affected the kingdom's financial institu-

tions. Fear led to the hoarding of hard currency, taking 

additional money out of circulation. Deficits m the 

balance of trade grew rapidly. The government's budget 

increasingly relied on foreign financial assistance; foreign 

assistance increased from 25.4 per cent of total public 

revenues in 1966 to 50.4 per cent in 1971. Thus, the June 

war, the occupation of the west bank, and subsequent 

events put the country face to face with economic paralysis 

(16, pp. 98-120). 

In the late 1960s and early 1970s, other factors also 

affected Jordan's economy adversely. The confluence of 

several international factors led to worldwide inflation 

whose effects became very serious in the early 1970s, 

causing a significant increase in the prices of commodities 

purchased by Jordan. In addition, Jordan suffered from 

drought and frost in late 1972 and early 1973, damaging 

agricultural production which, in turn, led to a decrease 

in agricultural exports and the importation of food to 

offset local shortages. Jordan's foreign trade was 

seriously disrupted because of problems in diplomatic 

relations with its neighbors in 1971 and 1972 (15, pp. 

40-46). 
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In 1972, in support of the Fedayeen,Egypt broke off 

diplomatic relations with Jordan from April to September 

(15, pp. 56-70). Then, as a result of Jordan's support of 

Pakistan in its war with India, the kingdom lost the 

large Indian phosphate market. Iraq and Syria closed 

their borders to Jordan in 1971 to protest actions taken 

by the Jordanian army against the Fedayeen. This closure 

of borders seriously damaged Jordan's marketing of agri 

cultural products, especially citrus fruits and vegetables, 

and it disrupted the transportation of phosphate exports 

via Syria to Turkey, Lebanon, and Yugoslavia (16, pp. 243-

245). One can well understand the statement of the Jordan-

ian prime minister in February, 1972, that the country s 

economic problems stemmed in large measure from the fact 

that "other Arab countries have imposed a land and air 

siege and cut off aid" (1, pp. 1-2). 

Goals of the Plan 

In the face of these challenges, Jordan undertook a 

development plan in 1973, despite the continuing no-war/ 

no- peace dilemma in which it found itself. The three-year 

development plan for 1973-1975 was aimed at revitalizing 

economic activity in the kingdom and resuming the develop-

ment momentum disrupted by the wars. The goals of the 

plan were basically the same as those of its predecessor. 

Increasing employment, promoting agriculture, expanding 



135 

industry and mining, and improving public facilities and 

services were all given priority, and it was hoped that 

the plan would increase the GDP by 8 per cent annually, 

from an estimated JD 217 million in 1972 to JD 273.5 mil-

lion in 1975 (9, pp. 2-20). 

The plan forecast improvements in each of Jordan s 

economic sectors. For agriculture, income was projected to 

increase during the plan period by 6.47 per cent annually. 

Expanded irrigated land utilization in the Jordan valley, 

the southern Ghor, and the highland areas, augmented by 

improved marketing methods, was expected to contribute 

to this agricultural growth. Forecasts of industry and 

mining projected an annual growth rate of 14 per cent. 

Production and marketing of phosphate, use of under-

utilized production capacity, and creation of new indus-

trial and mining projects were the major factors relied 

upon to bring about this increase. Construction was ex-

pected to increase at an annual rate of 11.2 per cent, 

based upon an expected increase in the volume of invest-

ment in irrigation, roads, railroads, government and 

residential buildings, and construction projects. Elec-

trical production was also expected to increase by 16.6 

per cent annually, a growth rate adequate to meet increased 

demands for electrical power. Services such as transport, 

trade, banking and finance, communication, public 



136 

administration, and defense were projected to increase at 

an average rate of 6.9 per cent annually. All of this 

projected growth was expected to create 70,000 new jobs 

and to help reduce the unemployment rate below the offi-

cial level of 8 per cent recorded at the beginning of the 

plan period (19, pp. 20-23). 

The three-year plan was not limited to a group of 

projects to be executed; it also adopted a number of pro-

posals calling for the development and improvement of the 

institutional framework essential for the modernization 

of society. Several new government ministries and public 

institutions were to be created or strengthened such as 

the Industrial Development Bank, the Regional Commission 

for the Jordan River, the Ministry of Transport, the Hous-

ing Corporation, the Central Bank of Jordan, the Royal 

Scientific Society, the Municipal and Village Loan Fund, 

the National Resources Authority, the Youth Organization, 

the Ministry of Tourism, the Television Corporation, the 

External Trade Corporation, the Housing Bank, and the Of-

fice for Regulating Insurance (19, pp. 14-19). In all, 

the 1973-1975 plan called for 168 major projects to be 

implemented or improved. 

Implementation of the Flan 

During the latter part of 1972 and the first half 

0f 1973, the government of Jordan adopted a set of 
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strategies and regulations for implementation of the de-

velopment plan. Paramount among these measures were the 

plan follow-up directives dealing with the implementation 

and supervision of projects. A national steering commit-

tee, sectoral committees, an administrative development 

committee, a committee for updating laws and regulations, 

and a finance committee were formed to direct the imple-

mentation of the plan. Steps were also taken to appoint 

project managers, who were to prepare implementation strate-

gies and be responsible for individual projects. Provisio 

were also made for an evaluation of the plan's implementa-

tion to be conducted at the end of the plan period. 

Under the provisions of the plan, the private sector 

was expected to assume an increasing role in the deve p 

ment effort. It was forecast that the private sector 

would provide 44.4 per cent of the plan's total investment. 

In addition, however, to encourage the public sector's 

participation in these development efforts, it was sug-

gested that the growth rate of consumption should be held 

at a low level in order to promote savings that could be 

directed toward development projects. Accordingly, the 

plan assumed that private consumption expenditures would 

increase at an annual rate of 6.8 per cent, compared with 

an annual growth rate of 7.2 per cent in the disposable 

income of the private sector. The plan also called for 
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the adoption of a fiscal and monetary policy consistent 

with its objectives (19, pp. 41-46). 

The public sector's investment of JD 96.6 million, 

or 55.6 per cent of the plan's total investment, was to 

be raised from several sources. The plan called for in 

creasing domestic public revenues through improvement in 

the collection of taxes, fees, and other public revenues. 

New tax increases were also proposed on some items such as 

inheritances and capital gains. In addition, increases^ 

in foreign aid and loans were expected to reach JD 53 mil-

lion, and technical assistance was to raise another JD 16.5 

million. 

The National Budget during the Plan Period 

Jordan's 1973 budget coincided with the initial phase 

of the new development plan and, in effect, was a fiscal 

interpretation of the first year of the plan. Public 

revenues were estimated at JD 159.2 million, of which JD 44.2 

million was t o c o m e from domestic revenues. Foreign receipts 

in the form of budget supports from other Arab countries 

were estimated at JD 40 million. Economic and technical 

assistance and loans from other friendly foreign nations 

were estimated at JD 27.43 million. On the other side 

of the budget, expenditures were estimated at JD 71.6 mil-

lion for recurring expenses and JD 52.17 million for 

capital expenditures, with an estimated deficit of JD 12.14 
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million. Table I presents the items in the Jordanian an-

nual budgets for 1973, 1974, and 1975, juxtaposed with 

actual revenues and expenditures during these years. 

TABLE I 

SUMMARY OF JORDAN'S ANNUAL BUDGETS AND 
ACTUAL GOVERNMENT EXPENDITURES AND 
REVENUES DURING THE PERIOD OF THE 

1973-1975 DEVELOPMENT PLAN 
(IN MILLIONS OF JD)* 

X t e m 1 9 7 3 1 9 7 4 1 9 7 ' 5 

Planned Actual Planned Actual Planned Actual 

Expenditures 
Current expendi-

tures 7 1 . 6 0 7 6 . 2 0 9 3 . 0 3 1 0 4 . 8 4 1 1 8 . 9 2 1 3 6 . 2 5 

Capital expendi-

tures 8 7 . 5 9 3 8 . 5 0 2 7 . 5 9 3 0 . 5 8 4 9 . 1 8 5 0 . 6 9 

Total public ex-
penditures 1 5 9 . 1 9 1 1 4 . 7 0 1 2 0 . 6 2 1 3 5 . 4 2 1 6 8 . 1 0 1 8 6 . 9 4 

Revenues 
Domestic revenues 
Budget supportt 
External loans and 

4 4 . 2 0 

4 0 . 0 0 

4 6 . 0 1 

4 4 . 7 0 

5 6 . 6 5 

5 1 . 4 0 

6 2 . 0 0 

5 2 . 9 8 

9 5 . 8 0 

6 0 . 4 0 

8 4 . 2 1 

8 6 . 5 1 

technical assis-

tance 7 4 . 9 9 1 3 . 0 0 4 5 . 0 2 1 6 . 3 8 5 0 . 1 5 2 2 . 4 9 

Loans repaid to 
central govern-

ment • • • • • • • • • • • • • • • • • • • • • • • • • • • * • • 

Total public re-

venues 1 5 9 . 1 9 1 1 4 . 7 0 ! 1 2 0 . 6 2 

\ 

1 3 5 . 4 2 1 8 6 . 9 4 1 6 8 . 1 0 

*Sources: Compiled from Central Bank of Jordan, Eighth 
Annual Report (Amman, Jordan Saba and Company, 19n) ; 
Central Bank of Jordan, Ninth Annual Report (Amman Jordan, 
Saba and Company, 1972); Central Bank of Jordan Tenth An 
nual Report (Amman, Jordan, Saba and Company, 1973;. 

tBudget support from oil-producing Arab countries. 
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Estimated and actual revenues and expenditures in poor 

countries, as noted earlier in this discussion, often dif-

fer. A comparison of Jordan's estimated and actual re-

venues and expenditures for 1973, 1974, and 1975 reveals 

great differences between the two, demonstrating the un-

certainty under which budgets were prepared in the kingdom 

during this period. 

Unforeseen Developments Affecting 
~~ the Economy 

The year that the 1973-1975 plan went into effect was 

characterized by far-reaching international economic de-

velopments. Increases in the price of phosphate coincided 

with increased production and capabilities at the port of 

Aqaba, giving a dramatic boost to Jordan's industrial 

sector. In addition, in 1972, the government had reduced 

import tariffs on a number of goods and totally exempted 

others. As a result of these factors, Jordan s foreign 

trade grew rapidly during this period (16, pp. 240-248). 

In October, 1973, however, the Yom Kippur war broke 

out between the Arabs and Israelis. Even though the war 

was not in Jordanian territory, Jordan participated by 

sending troops to Syria. During these hostilities trans-

port via Syria and Lebanon was again disrupted, and Jordan's 

foreign activities were slowed. Other changes also oc-

curred during the development plan period that could not 
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have been foreseen when the plan was drawn up, including 

the oil price revolution, the acceleration of world in-

flation, the increase in aid available to Jordan from the 

Arab oil countries, the enhanced employment prospects for 

Jordanians in these oil-rich Arab nations, and the boom 

in world phosphate prices (16, pp. 264-268). Given the 

uncertainty of the environment and the weaknesses of na-

tional account data, it was not possible to accurately pro 

ject what would happen to Jordan's economy during the plan 

period. 

Accomplishments of the Plan 

According to Central Bank of Jordan reports, the 1973-

1975 plan had a major impact on Jordanian society, although 

some of the plan's goals were not achieved. The GDP did 

not grow as rapidly as forecast, in part because of a sharp 

drop in agricultural income due to unfavorable weather 

conditions. On the other hand, the goals of the plan were 

basically fulfilled in the industrial and mining sectors, 

despite difficulties in marketing and shipping the in-

creased output of phosphate. The industrial production 

index rose from 139.1 in 1972 to 180 in 1975, and this 

large increase more than offset the decline in agricultural 

production. Similarly, in other sectors of the economy 

a high percentage of success was reported. Table II shows 
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the performance of the kingdom's various economic sectors 

for the three-year period, as reported by the Central Bank 

of Jordan. 

TABLE II 

SECTORAL ECONOMIC GROWTH RATES IN JORDAN, 
1973, 1974, AND 1975 (IN MILLIONS OF 

JD IN CURRENT PRICES)* 

Sector 1973 1974 1975 

Agriculture 
Manufacturing and mining 
Construction 
Electricity and water 
Transport and communication 
Wholesale and retail/trade 
Financial institutions 
Ownership of dwellings 
Public administration and defense 
Public services 

18 
23 
15 
3 
18 
36 
3 
12 
41 
20 

38 
44 
17 
4 
21 
41 
4 
14 
45 
24 

2 6 . 0 
46.8 
16.1 
3.1 
24.9 
46.3 
5.0 
17.0 
65.2 
41.0 

*Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1976-1980 (Amman, Jordan, 
Royal Scientific Society Press, 1976), p. 17. 

The plan also met some of its important cultural ob-

jectives, according to a UNESCO report by Hani Al-Amed (3). 

Confidence in the Jordanian economy increased, as did the 

conviction that a social transformation was needed to 

enable the kingdom to become more capable of adapting to 

change and development. Essential governmental institu-

tions were developed or strengthened. A number of coopera-

tives were established, and voluntary groups representing 
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various sectors of the economy emerged. There was greater 

participation by the general public in cultural life. 

Youth programs, popular heritage clubs, exhibitions of 

various kinds of arts and music, and archeological inter-

est groups developed during this period, and educational 

opportunities expanded greatly as a result of the establish-

ment of new schools and colleges. Libraries were built, 

and television, radio, and newspapers flourished. In addi-

tion, more Jordanians were exposed to Arab and western 

culture, and the nation entered into a number of cultural 

agreements with other countries (3, p. 17). 

The Five-Year Plan for 1976-1980 

Conditions in Jordan at the Beginning 
oFthe Plan Period 

When the five-year plan for 1976-1980 was prepared in 

1975, Jordan's economic and diplomatic position was vastly 

changed from the time of preparing the 1973-1975 plan. This 

was the first plan formulated in a period of relative peace. 

The tensions between Arabs and Israelis were greatly reduced 

compared to the situation in 1973. Jordan enjoyed harmony 

with its Arab neighbors, and there was stability within the 

kingdom. In 1975, the earlier preoccupation with unemploy-

ment had given way to worries about manpower bottlenecks. 

Jordan's economy had experienced a sustained boom after 

the Arab-Israeli war in 1973 and as a result of the dra-

matic rise in the price of petroleum. This rapid economic 
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growth was due, in part, to the seemingly ever-increasing 

fortunes of Jordan's neighbors in petroleum. Jordanian 

citizens worked in all of these oil-producing countries, 

and remittances from this group added to the kingdom s 

economy. Arabs from oil-rich countries also invested in 

housing and businesses in Jordan and provided added income 

through tourism. Furthermore, significant monetary trans-

fers were made by other Arab governments to the Jordanian 

government, both as direct budgeting support and as loans 

or grants for Jordan's ambitious development program. 

Finally, the civil war in Lebanon caused many businesses 

to move to Jordan and enhanced the kingdom's opportunity 

to expand its foreign earnings. These developments in-

evitably had a substantial influence on shaping the five-

year plan in 1975, now called the first five-year plan. 

Goals of the Plan 

The 1976-1980 plan began with a statement of long-

term economic and social development objectives for the 

kingdom. These general objectives, similar to those in 

earlier plans, called for the following: 

1. Achievement of structural changes in the Jordanian 

economy through developing the commodity-producing sectors, 

increasing their share in the GDP, strengthening the move-

ment toward a self-sustained economy, and expanding the 

economy's productive capacity; 
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2. Realization of high growth rates in the GNP in 

real terms with a view to raising per capita income levels 

and narrowing the gap between income levels in Jordan and 

in developed countries; 

3. Achievement of a better and more equitable distri-

bution of national income; 

4. Achievement of the highest possible level of em-

ployment, development of manpower capabilities, and in-

crease of productivity; 
5. Major reduction in the trade deficit, expansion 

and diversification of exports, and strengthening the 

balance of payments components related to factor income 

from abroad; 

6. Development of domestic revenues as the main 

source of public revenues, enabling them to cover recurring 

government expenditures and provide an increasing propor-

tion of public capital expenditures; and 

7. Distribution of economic activities, public ser-

vices, and ensuing gains on a more equitable basis among 

the various regions of the kingdom (17, pp. 26-27). 

As in earlier plans, the five-year plan for 1976-1980 

considered the needs of various economic sectors and pro-

posed improvements and the projected growth for each of 

them. Agriculture was projected to grow by 40 per cent 

relative to 1975, or at an annual rate of 7 per cent during 

the plan period. This was to be achieved through improving 
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agricultural methods and production in rain-fed and irri-

gated areas, extending irrigation in the Jordan valley and 

the southern Ghor region, and augmenting livestock. Since 

water is the key element for successful agriculture in 

Jordan, the plan called for the preparation of a comprehen-

sive water plan, the establishment of a national council 

to coordinate the use of water by various sectors and bodies, 

and increased hydrological studies of both ground and sur-

face water. Furthermore, the plan proposed the introduc-

tion of new technology and methods in irrigation as well 

as the construction of additional dams and canals in order 

to increase the amount of irrigated acreage in the kingdom. 

Manufacturing and mining were expected to grow at an an-

nual rate averaging 26.2 per cent during the plan period. 

This growth was to be achieved by the expansion of mineral 

production and agricultural industries (17, pp. 32-33). 

A number of other measures were proposed to help 

stimulate growth. The plan modified the Encouragement of 

Investment Law to provide greater incentives for private 

and foreign investments for the undertaking of industrial 

export projects. The plan provided for the establishment 

of cooperatives, and it increased mineral explorations. 

It also provided for the expansion of petroleum refineries. 

The scope of the industrial investment expected 

during the plan period was quite large. This was a "big 
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project" plan that called for investments in various areas 

of production as follows: mining and manufacturing--JD 

24 million; expansion of phosphate production--JD 8 mil-

lion; expansion of cement production--JD 39 million; ex-

pansion of petroleum refineries--JD 61 million; expansion 

of chemical fertilizer--JD 5 million; and development of 

copper production and textiles--JD 3 million (17, p. 189). 

Other economic sectors were also expected to increase 

rapidly. Electrical power generation, transmission, and 

distribution were expected to grow 120 per cent in the 

plan period, or at an annual rate of 17.1 per cent. Much 

of the increased generation capacity was to come from new 

thermal power generation facilities. In addition, the 

national distribution grid in Jordan was to be linked with 

the electrical grid in other Arab countries, thus facili-

tating cooperative power exchanges throughout the Arab 

world (17, pp. 117-166). Electrification of the entire 

country was a part of the goal for the expansion of elec-

trical production. Finally, construction was projected 

to increase by 22 per cent during the plan period, and the 

service sector by 51 per cent (Table XXX). 

Private investments in development projects were 

expected to increase during the 1976-1980 plan period, 

and the central government was to direct an increasing 

proportion of its financial resources toward investment 
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TABLE III 

SECTORAL ECONOMIC GROWTH RATES IN JORDAN 
DURING THE 1976-1980 PLAN PERIOD 

(IN PERCENTAGES)* 

Average Annual 
Sector Growth Rate 

Production Sectors 
Agriculture '•" 
Mining and manufacturing 
Construction 171 
Electricity and water supply 
Total production sectors 21.1 

Service Sectors 
Transport and communication 79 
Trade 
Financial institutions ko'n 
Ownership of dwellings 7 n 
Public administration and defense /.U 
Other services 
Total service sectors 

GNP at Market Prices 11.5 

^Source: National Planning Council, Five-Year Plan for 
Economic and Social Development,_1976-1980 (Amman, Jordan, 
Royal Scientific Society Press, 1976), p. 34. 

in social overhead projects. Other Arab countries as well 

as friendly non-Arab nations were expected to continue to 

aid in Jordan's economic development. Financial support 

from Arab nations was expected to provide JD 61 million a 

year during the period. The total value of loans, includ 

ing foreign private investments and capital transfers to 

the private sector, was forecast to amount to JD 334 mil-

lion during the five years (17, pp. 38-41). 

The 1976-1980 plan placed more emphasis than did its 

predecessors on social goals and the need to achieve 
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fundamental changes in society. The necessity for compul-

sory education at the elementary and preparatory (junior 

high) levels was recognized, and improvements and changes 

in secondary education were proposed in order to better 

serve the kingdom's needs for technical and vocational 

manpower. A major goal was to expand vocational secondary 

education so as to increase the enrollment in vocational 

classes by 30 per cent by 1980. Jordan's manpower problem 

was evident in the number of new technical and vocational 

schools that were to be built during the plan period. 

Adult and functional literary programs were stressed as 

well. Services aimed at maintaining and improving the 

health of the populace were stressed in the 1976-1980 plan. 

More hospitals were to be built, and remote regions were 

to be provided with better medical services. Expanded 

family planning services were also proposed. 

The labor union movement, which represented about 20 

per cent of Jordan's total labor force, was recognized as 

vital to the nation, and the plan called for the establish-

ment of a social security fund as a means of guaranteeing 

security for all workers. Xn order to alleviate the prob 

lems of rural to urban migration, services and conditions 

in villages and rural areas were to be improved. The need 

to extend public facilities such as electricity and tele-

phone and postal services to these areas was stressed. 
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Overcrowding in some urban areas, coupled with the 

growth of social problems, was also recognized in the plan. 

The shortage of kindergartens and day care nurseries and 

its negative effect on children and on the industrial pro-

ductivity of working women were noted. The plan called for 

comprehensive changes to help women in organizing and im-

proving themselves and their families (17, pp. 42-43). 

The plan also stressed the importance of increasing 

citizen participation in the development process. It 

called for informing the public about the plan and its 

goals through the media and extending effective participa-

tion in plan implementation to all sectors of the popula-

tion. Domestic television was to be strengthened, espe-

cially the broadcast of news and documentary programs. 

Strategies and programs for change were spelled out to 

enhance public awareness of the plan throughout the king-

dom (3, pp. 17-22). 

Implementation of the Plan 

Increasing investments in Jordan's various economic 

sectors was considered to be the most important means of 

achieving the goals of the plan. Investments during the 

plan period were estimated at JD 765 million, of which JD 

382 million was to come from the public sector and JD 383 

million from the private sector. Table IV lists five-year 

plan investments by sectors (17, p. 38). 
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TABLE IV 

1976-1980 FIVE-YEAR PLAN INVESTMENTS BY SECTOR* 

Sector 

Economic Sectors 
Agriculture 
Mining and manufacturing 
Water 
Tourism and antiquities 
Electricity 
Transportation 
Communication and information 
Trade 
Total economic sectors 

Social Sectors 
Education and youth welfare 
Health 
Social welfare 
Labor and vocational training 
Housing and government building 
Municipal and rural affairs 
Al-Awqaft 
Statistics 
Royal Scientific Society 
Total social sectors 

Total 

Investment 
(JD Million) 

40.0 
229.1 
97.4 
24.4 
42.8 
119.9 
23.0 
3.8 

580.4 

34.6 
9.0 
1.0 
3.8 

86.8 
3 8 . 8 
5.5 
1.0 
4.9 

184.6 

765.0 

Percentage 

5.2 
29.9 
12.7 
3.2 
5.6 
15.7 
3.0 
0.5 
75.8 

4.6 
1.2 
0 . 1 
0.5 
11.5 
5.1 
0.7 
0 . 1 
0 . 6 
24.2 

100.0 

^Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1976-1980 (Amman, Jordan, 
Royal Scientific Society Press, 1976), p. 38. 

fThe Jordanian ministry that supervises social and 
religious matters. 

The implementation of the plan also recognized the 

need for a competent government system equipped with tech-

nical and managerial skills. To improve the civil service, 

the plan called for a number of administrative changes, 
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namely, the enactment of a new civil service law which was 

to provide greater incentives for government employees, the 

adoption of the principle of administrative decentraliza-

tion to ensure more effective and efficient administrative 

actions, the creation of a special water commission similar 

to the Jordan Valley Authority to administer the development 

of the Aqaba basin, and the setting up of a comprehensive 

system for the storage and retrieval of financial, manager-

ial, and technical information relating to the various 

development projects in order to improve the implementation 

process (17, pp. 29-31). 

Financing the Plan 

According to the 1976-1980 plan, public sector invest-

ments for capital expenditures were to amount to JD 382 

million during the plan period and were to be financed pre-

dominantly by foreign loans and domestic borrowing. Domes-

tic revenues to finance current or recurring expenditures 

were to be increased at a higher rate than the expenditures 

themselves in order to ensure the availability of adequate 

funds. The increase in domestic revenues was to come from 

a mining royalty on phosphate exports and an increase in 

the income tax. 

The national budgets for 1976-1980 showed dramatic 

growth in governmental revenues and expenditures. Total 

revenues of the central government were forecast to increase 
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from JD 193.71 million in 1976 to JD 514.23 million in 1980, 

and domestic revenues from taxes were expected to grow from 

JD 89.07 million in 1976 to JD 168.03 million in 1980. 

Budget support from Jordan's Arab neighbors was expected 

to increase from JD 66.22 million in 1976 to JD 203.33 

million in 1980, and external loans and technical assistance 

were to increase from zero in 1976 to JD 5 million in 1980. 

Table V presents the various revenue sources in each of 

the five years of the plan period. 

On the expenditure side, governmental expenditures 

for both recurring expenses and capital investments were 

also to increase dramatically. Capital expenditures by the 

government were to increase from JD 76.59 million in 1976 

to JD 227.93 million in 1980, while recurring civil ex-

penditures were to increase from JD 82.79 million in 1976 

to JD 164.60 million in 1980, excluding defense and public 

security. Table V shows expenditures during the plan 

period. 

Actual revenues during the plan period were less than 

projected and expenditures exceeded the amounts planned in 

the budget during each of the five years, as shown in 

Table VI. On the revenue side, this shortfall was caused, 

in part, by the fact that the growth of the kingdom's 

economy did not produce as much additional revenue as ex-

pected. On the expenditure side, actual expenditures 
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TABLE V 

SUMMARY OF JORDAN'S PROJECTED NATIONAL BUDGET 
DURING THE 1976-1980 PLAN PERIOD (IN 

MILLIONS OF JD)* 

Revenue/Expenditure Item 

Revenues 
Tax revenues 

Indirect taxes 
Direct taxes 

Non-tax revenues 
Total domestic revenues 

Budget support 
Economic and technical as-

sistance 
External loans 
Expected loans and assistance 
Total external revenues 
Total public revenues 

Expenditures 
Defense and public security 
Recurring civil expenditures 
Capital expenditures (ordin-

ary and development) 
Total public expenditures 

1976 

89.07 
77.64 
11.43 
18.52 

107.59 
66.23 

0.01 
19.89 

1977 

Surplus or deficit 

81.12 
193.71 

103.10 
82.79 

76.59 
262.48 

-68.77 

117.74 
101.75 

15.99 
24.51 

142.25 
122.20 

58.51 

180.71 
322.96 

94.50 
101.09 

142.25 
337.84 

-14.88 

1978 

123.28 
101.23 

22.05 
35.21 

158.49 
81.70 

90.69 

172.39 
330.88 

102.35 
110.54 

148.62 
361.51 

-30.63 

1979 1980 

151.10 
123.29 

27.81 
36.80 

187.90 
210.30 

37.62 

247.92 
435.82 

132.33 
189.00 

194.33 
515.66 

-79.84 

174.67 
139.80 

34.87 
51.48 

226.15 
202.83 

2.00 
71.57 

4.47 
280.87 
507.02 

137.03 
199.02 

227.09 
563.14 

-56.12 

-Sources: Compiled from Central Bank of Jordan, Thir̂  
teenth Annual Report (Amman, Jordan, Saba and Company, 
1976); Central Bank of Jordan, Eighteenth Annual Report 
(Amman, Jordan, Saba and Company, 1981). 

tended to exceed the amounts planned, as shown in Table VI, 

for every year of the plan period. For instance, the total 

expenditures budgeted in 1976 amounted to JD 222.92 million, 

but actual expenditures totaled JD 262.5 million, Larger 

expenditures than budgeted coupled with lower revenues than 
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budgeted obviously meant that budget deficits increased in 

every year of the plan period. At the same time, foreign 

debt continued to increase, from JD 108 million in 1975 to 

JD 350 million in 1980 (17, pp. 5-10). 

Evaluation of the Plan 

The five-year plan for 1976-1980 achieved a real an-

nual growth of the GDP of 8.5 per cent, as compared to the 

targeted rate of 11.9 per cent. The GDP increased from JD 

269.4 million in 1975 to JD 705 million in 1980, and per 

capita income in current prices increased from JD 185 in 

1975 to JD 453 in 1980. Table VII shows the growth of all 

economic sectors from 1975 to 1980. Agricultural income in 

current prices increased from JD 26 million in 1975 to JD 

60 million in 1980, or at an annual rate of 18.2 per cent. 

In real terms, however, the annual rate of increase was 

5.7 per cent, compared to the targeted rate of 7 per cent. 

The income of the industrial sector increased in current 

prices from JD 46.8 million in 1975 to JD 154 million in 

1980, or at an annual rate of 27 per cent. In real terms, 

the annual rate of increase was 13.6 per cent, compared to 

the targeted rate of 26.1 per cent. Despite its tremen-

dous expansion, the industrial sector failed to achieve 

the levels anticipated in the plan (7, pp. 3-25). 

The relative share of various economic sectors in 

Jordan's GDP is shown in Table VIII. It should be noted 
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TABLE VII 

SECTORAL ECONOMIC GROWTH RATES IN JORDAN 
FOR THE YEARS 1975-1980 (IN JD 

MILLIONS)* 

Sector 1975 1976 1977 1978 1979 1980 

Agriculture 26.0 37.3 41.7 58.7 43.9 60 
Manufacturing and mining 46.8 72.5 85.0 84.3 102.0 154 
Electricity and water 3.1 3.6 4.1 5.2 6 .5 8 
Construction 16.1 23.3 27.0 35.0 43.0 52 
Trade 46.3 64.9 66.3 87.5 115.0 138 
Transportation and com-

67.3 76.0 91 munication 24.9 32.5 35.9 67.3 76.0 91 
Public administration 
and defense 65.2 81.7 84.4 95.0 105.0 122 

Other services 41.0 42.7 58.9 62.3 70.4 80 

Gross domestic product 
705 at factor cost 269.4 358.5 403.3 

l 

495.3 561.8 705 

"Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1976-1980 (Amman, Jordan, 
Royal Scientific Society Press, 1976), p. 3. 

that the industrial sector increased from 17.4 per cent of 

the GDP in 1975 to 21.8 per cent in 1980, and construction 

grew from 6 per cent to 7.4 per cent while the service 

sector declined from 65.9 per cent to 61.2 per cent and 

agriculture decreased from 9.6 per cent to 8.5 per cent. 

The commodity-producing sector realized a higher rate of 

growth than did the service sector, thus increasing its 

relative importance from 34.1 per cent of the GDP in 1975 

to 38.8 per cent in 1980. Nevertheless, the 
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commodity-producing sector remained below the 1980 level of 

44.1 per cent targeted in the plan (18, p. 5). 

TABLE VIII 

RELATIVE SHARE OF VARIOUS ECONOMIC SECTORS 
IN JORDAN'S GDP, 1975 AND 1980 (IN 

PERCENTAGES)* 

Sector 1975 1980 
Planned Actual 

Agriculture 
Manufacturing and mining 
Construction 
Electricity and water 
Commodity-producing sectors 
Services sector 

9.6 
17.4 
6.0 
1.1 
34.1 
65.9 

8.3 
28.3 
5.3 
2.2 
44.1 
55.9 

8.5 
21.8 
7.4 
1.1 
38.8 
61.2 

Total 100.0 100.0 100.0 

^Source: National Planning Council, Five-Year Plan 
for Economic and Social Development, 1981-1985 (Amman, 
Jordan, Royal Scientific Society Press^ 1980), p. 4. 

Total investments of JD 1,222 million in current 

prices (or the equivalent of JD 843.7 million at 1975 

prices) during the five-year period exceeded the JD 763 

million anticipated in the plan. The plan had assumed that 

capital expenditures would be distributed equally between 

the public and private sectors, but private sector invest-

ments exceeded the expenditures of the plan and amounted 

to 59 per cent of total investments. The only sectors where 

actual investments did not meet or exceed targeted goals 

in current prices were in irrigation, information and 
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culture, water, health, vocational training, and govern-

ment building. Investments in constant prices for both 

the infrastructure and social development sectors, how-

ever, exceeded plan estimates by 26.2 per cent and 58 per 

cent, respectively (7, pp. 50-65). 

Significant progress was made in the social sector 

to meet the basic human needs of citizens in the fields of 

health, education, water, housing, electricity, and village 

roads during the plan period. Current expenditures of the 

central government in the social sector rose from JD 19.9 

million in 1975 to JD 53.1 million in 1980, or at an annual 

rate of 21.7 per cent. Gains were made in providing health 

care for the people; Jordan's infant mortality ratio in 

1980 was twenty-three per thousand, one of the lowest in 

the Arab world, and average life expectancy increased to 

fifty-eight years during the plan period, compared with 

forty-six years in 1961. Other evidence of improvements 

in the health sector can be seen in statistics regarding 

numbers of doctors and hospitals. The number of doctors 

per thousand citizens increased from 0.4 in 1975 to 1.0 

in 1980, the number of hospital beds per thousand citi-

zens increased from 1.5 in 1975 to 1.7 in 1980, the number 

of village clinics increased from 189 in 1975 to 283 in 

1980, and the number of maternity and child clinics in-

creased from 39 in 1975 to 75 in 1980 (18, pp. 11-12). 



160 

Improvements were also recorded in education during 

the 1976-1980 plan period. Primary education was extended 

to cover all the villages of the kingdom, and the total 

number of students increased at every level from the 

1975/1976 to the 1979/1980 academic year—from 397,598 

to 607,001 in the compulsory cycle, from 45,568 to 90,053 

in the secondary cycle, and from 11,873 to 27,526 in col-

leges and universities (18, p. 12). 

During the five-year plan period about 37,000 new 

residential buildings were constructed, adding approxi-

mately 6.8 million square meters to the kingdom's housing 

stock. The Housing Corporation and the Jordan Valley 

Authority built another 522 housing units for limited 

and low-income groups and had 3,488 more units under con-

struction at the end of the plan period. The Housing 

Bank Loan program also helped many individuals to borrow 

funds for obtaining housing or upgrading slum housing. 

Public utilities facilities (water, sewage, elec-

tricity, and telephone) were greatly expanded during the 

plan period. The network of water facilities served 80 

per cent of the population, and water consumption for in-

dustrial and domestic purposes increased from 38 million 

cubic meters in 1970 to 60 million cubic meters in 1980. 

The proportion of the population served by electricity 

increased from 39 per cent in 1975 to about 65 per cent 
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in 1980, and the per capita consumption of electricity 

rose from 209 kilowatt hours (KWH) in 1975 to 478 KWH in 

1980. Rural electrification programs continued to serve 

more and more of Jordanian villages. Telephone service 

also increased significantly during the plan period. 

Automated and manual exchanges provided service to 458 

of 1,018 villages and cities (18, pp. 11-13). In sum, 

significant changes occurred in Jordan during the 1976-

1980 plan period, and the country and the region exper-

ienced relatively stable and peaceful times. 

The Five-Year Plan for 1981-1985 

Conditions in Jordan at the Beginning 
of the Plan Period 

Despite the significant progress Jordan had made under 

the first five-year plan for 1976-1980, basic social and 

economic problems persisted and new difficulties emerged 

as a result of changes in both the external and internal 

environment. Population problems became increasingly 

troublesome as the high rate of population growth both 

from natural increases and migration from the west bank 

and the Gaza strip continued. Consequently, the propor-

tion of the population under fifteen years of age grew 

from 45 per cent in 1961 to 53 per cent in 1979. Much of 

this population growth was concentrated in urban areas, 

especially in the city of Amman. Rising urban demands for 
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various governmental services created additional burdens 

on government. Inability to provide adequate water and 

sewage services, educational and other basic infrastruc-

ture facilities, and services led to a deterioration of the 

standard of living in Jordan's cities. Rapid urbanization 

caused changes in the social structure, which, in turn, 

created new problems. 

Providing adequate housing for the growing urban 

population was a massive and difficult task. The extensive 

demand for decent housing, notwithstanding the fact that 

government had channeled a large portion of investments 

into the housing sector during the first five-year plan, 

caused land values and construction costs to continue to 

escalate and, thus, to complicate urban problems. Spill-

over from the cities into the countryside took over limited 

cultivatable lands which Jordan desperately needed. Sewage 

from urban areas often was not adequately treated because 

treatment facilities lagged behind demands of urban ex-

pansion. As a result, untreated sewage often flowed into 

dam basins or underground aquifers, polluting essential 

water resources. Insecticides in agriculture were used 

in manners harmful to the environment because prevailing 

legislation did not provide a proper institutional frame-

work for the management of environmental affairs (18, pp. 

14-20). 
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Transformation of the labor force also presented major 

problems. A shift in sectoral distribution of labor from 

agriculture to the industrial and service sectors reflected 

continuing urbanization in the kingdom. In addition, an 

estimated 30,000 Jordanians were working outside the 

country in oil-producing Arab nations, and this created 

a manpower shortage in the domestic economy, particularly 

in the agricultural and construction sectors, which led to 

the importation of unskilled and semi-skilled workers from 

abroad (18, pp. 21-22). Furthermore, the booming demand 

for administrative and technical personnel also drained 

skilled talent from government employment, making the 

problems of development even more difficult. These problems 

were accentuated by the so-called "brain drain" of profes-

sional and managerial talent moving to the developed coun-

tries. Female participation in the labor force continued 

to be quite low, and women accounted for only about 14 per 

cent of all workers. 

Meeting educational needs for the increasing popula-

tion of youths in Jordan was complicated by the traditional 

aspirations of society for professional careers in such 

fields as medicine, law, and engineering. Traditional 

academic education continued to receive more care and at-

tention than vocational education, despite the fact that 

the labor market could not absorb all of the physicians, 
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lawyers, engineers, and other academically trained profes-

sionals, while there was an acute shortage of technically 

and vocationally trained personnel (18, pp. 23-24). 

Another challenge facing Jordan as the second five-

year plan was being formulated in 1980 was the rapidly 

increasing world price of petroleum, combined with growing 

domestic demands for energy. Jordan, although surrounded 

by countries with oil resources, was still almost entirely 

dependent on imported crude oil for electric power and 

fuel. Petroleum imports constituted an increasing burden 

on the kingdom's national economy, costing the nation ap-

proximately 12 per cent of its GNP in 1980. Yet, despite 

these external and internal challenges in 1980, as the 

second five-year plan was being prepared, Jordan found it-

self in a relatively prosperous and peaceful environment 

in comparison to earlier periods of its history. 

Goals of the Plan 

The introduction to the second five-year plan for 

1981-1985, like those of its predecessors, began with an 

overall statement of development concepts and objectives. 

The aim of the plan was to maintain the momentum in 

socioeconomic areas that had been achieved under the pre-

vious plans. This, too, was to be a high investment, 

"big project" plan, envisaging a continuation of the rapid 

pace of changing in the national economic structure in 
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favor of the commodity-producing sectors. At the same 

time, additional efforts were made to deal with social 

issues and to satisfy basic human needs. Many objectives 

concerning various aspects of the economy, infrastructure 

improvements, improvements of governmental machinery, and 

the building of modern institutions were basically restate-

ments of objectives in previous plans. A somewhat different 

emphasis in the 1981-1985 plan, however, was the stress 

placed on citizen participation in the development plan 

and the widening of the base of decision-making in the de-

velopment process. The second five-year plan clearly 

stated, 

Meeting the requirements of comprehensive develop-
ment requires citizen participation in socioeconomic 
and political activities, together with the assump-
tion by the individual of a positive role in his 
work and a share in the goals and benefits of de-
velopment. It also requires overall development 
of social work on the basis of new concepts which 
include the reorganization of society, a deepening 
of the active participation of all segments of 
society, and a significant expansion of the role 
of women in productive economic work (18, p. 28). 

None of the earlier plans had focused so strongly upon 

the need for citizen participation (18, pp. 25-26). 

Emphasis was also given to strengthening the role of local 

governments through which citizens could more effectively 

participate in the plan. This strategy of strengthening 

local governments even called for the development of self-

financing sources for municipal and village councils. The 
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need to reduce dependence on imported energy was noted in 

the plan for the first time, and the need for measures to 

protect the environment and guard against the depletion 

of natural resources was stressed (13, pp. 54-58). 

The overall goal for the 1981-1985 plan was to increase 

the GDP during the plan period at an annual rate of 11 per 

cent. Projected growth rates in the various economic sec-

tors are shown in Table IX. The greatest growth was ex-

pected in manufacturing and mining and in electrical power 

generation, transmission, and distribution. Investments 

in manufacturing and mining during the plan period were 

projected to amount to JD 758.8 million, or 22.99 per cent 

of total investment for development, while investment in 

electrical facilities was expected to reach JD 163.4 mil-

lion. Both of these are capital intensive industries (Table 

X). The plan also projected the growing importance of 

mining and manufacturing to the economy, and this area 

was forecast to increase in relative importance from 21.8 

per cent of the GDP in 1980 to 29 per cent in 1985 (Table 

XI). The plan sought to change the structure of the na-

tional economy in favor of the commodity-producing sectors 

by raising their contribution to the GDP from 38.8 per 

cent in 1980 to 46 per cent in 1985. Service sectors 

were expected to decline during this period from 61.2 per 

cent of the GDP to 54 per cent. Income from agriculture 
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TABLE IX 

SECTORAL ECONOMIC GROWTH RATES IN JORDAN 
DURING THE 1981-1985 PLAN PERIOD 

(IN PERCENTAGES)* 

Average Annual 
Sector Growth Rate 

Production Sectors 
Agriculture 7.5 
Manufacturing and mining 17.8 
Electricity and water 18.7 
Construction 12.6 
Total production sectors 14.9 

Service Sectors 
Trade (internal and external) 10.0 
Transportation and communication . 11.1 
Public administration and defense 3.5 
Other services 9.0 

^Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1981-1985 (Amman, Jordan, 
Royal Scientific Society Press, 1981), p. 37. 

was expected to increase at an annual rate of 7.5 per cent 

as a result of extending irrigated areas in the Jordan 

Valley and southern Ghor and improving agricultural produc-

tion in rain-fed and unirrigated areas in order to increase 

productivity and livestock. Nevertheless, agriculture was 

expected to decline in its relative importance to the GDP 

from 8.5 per cent in 1980 to 7.2 per cent in 1985 (13, pp. 

62-66). 

The most essential resource in a desert country is 

water, and the second five-year plan, like all of its 

predecessors, sought to improve Jordan's water resources. 

The national water project that had been undertaken during 
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TABLE X 

SUMMARY OF ECONOMIC SECTORAL INVESTMENTS IN JORDAN 
DURING THE 1981-1985 PLAN PERIOD* 

Sector 

Production Sectors and Tourism 
Agriculture and coopera-

tives 234.5 
Water and irrigation 521.7 
Manufacturing and mining 758.8 
Electricity and energy 163.4 
Tourism and antiquities 65.7 
Total production sectors 
and tourism 1,744.1 

Service Sectors 
Trade/supply 37.0 
Transportation 545.5 
Communication 106.8 
Education, culture, and 
information 244.0 

Health 100.7 
Labor and social develop-
ment 24.4 

Housing and government 
buildings 308.1 

Municipal and rural affairs 175.6 
Al-Awqaf 6.4 
Science, technology, and 
statistics 7.4 

Total service sectors i 1,555.9 
| 
I 

Total Investments | 3,300.0 

Investment 
(JD Millions) 

Relative 
Importance 
(Percentage) 

7.11 
15.81 
22.99 
4.95 
1.99 

52.85 

1.12 
16.53 
3.24 

7.40 
3.05 

0.74 

9.34 
5.32 
0.19 

0 . 2 2 
47.15 

100.00 

"Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1981-1985 (Amman, Jordan, 
Royal Scientific Society Press, 1980), p. 42. 
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TABLE XI 

RELATIVE IMPORTANCE OF ECONOMIC SECTORS TO 
THE JORDANIAN GDP, 1980 AND 1985 

(IN PERCENTAGES)* 

Sector 1980 1985 

Production Sectors 
Agriculture 8.5 7.2 
Manufacturing and mining 21.8 29.3 
Electricity and water 1.1 1.6 
Construction 7.4 7.9 
Total production sectors 38.8 46.0 

Service Sectors 
Trade (internal and external) 19.6 18.6 
Transportation and communication 12.9 12.9 
Public administration and defense 17.3 12.2 
Other services 11.4 10.3 
Total service sectors 61.2 54.0 

Total Gross Domestic Product 100.0 100.0 

"Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1981-1985 (Amman, Jordan, 
Royal Scientific Society Press, 1980), p. 37. 

the 1976-1980 plan period forecast that water consumption 

in the kingdom would increase from 434 million cubic meters 

in 1980 to 795 million in 1985. To meet this demand, the 

second five-year plan called for an expenditure of JD 521.7 

million, the second largest structural investment after 

manufacturing and mining. Forty different water, sewage, 

and irrigation projects were proposed during the five-year 

period, the largest of these being for the construction 

of dams and channels for irrigation. The second phase of 
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the Jordan Valley irrigation project alone was to cost an 

estimated JD 200 million. The plan also called for the 

establishment of a national water authority to take over 

the responsibility of defining priorities for long-range 

domestic, industrial, and agricultural water use and for 

protection of water from pollution and salinity. The 

enactment of environmental laws to protect ground and sur-

face water from pollution was called for, and a water re-

source bank to assist in the development of stock ponds and 

ground water wells was also to be established (7, pp. 3-19). 

The 1981-1986 plan also called for additional improve-

ments in Jordan's basic infrastructure. Expansion of elec-

trification and water systems throughout the kingdom; addi-

tional roads and city streets; construction of public 

building; additions of fire trucks, rescue vehicles, 

and ambulances; expansion of the postal service; moderni-

zation and improvements of solid waste disposal; upgrading 

of the Amman Airport; construction of additional housing 

units; and expansion and improvements in the educational 

system were some of the infrastructure areas dealt with 

in the plan. 

A number of programs and projects were proposed under 

the second five-year plan to advance the social and cul-

tural condition of the nation. Total investment in the 

health sector during the 1976-1980 plan was JD 2 million, 
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whereas the 1981-1985 plan called for a huge increase of 

expenditures in this sector, totaling JD 100.7 million. 

Much of this sum was to be spent on the development and 

improvement of health programs and medical services capa-

ble of providing comprehensive care for the whole kingdom. 

The largest expenditures were allocated for the construc-

tion and upgrading of Jordan's hospitals and for the pro-

vision of medical centers throughout the kingdom. 

Social development and welfare also received increased 

emphasis under the second-five year plan. The total pro-

jected expenditures for social development and welfare 

during the plan period were to increase from JD 1 million 

to JD 15 million. Much of this sum was earmarked for 

providing basic services and upgrading overall conditions 

of life in the country. Programs for family and child care 

were emphasized. The plan pointed out that Jordanian women, 

particularly in rural areas, were facing a number of prob-

lems such as illiteracy, lack of awareness of the proper 

methods of child rearing and the benefits of home economics, 

a low level of productive skills, and a shortage of effec-

tive women's organizations capable of developing their 

members' abilities to solve such problems. The plan also 

called for the expansion of nurseries, child care centers, 

and child welfare programs. 

The 1981-1985 plan forecast that JD 224 million would 

be spent for education, compared to only JD 34.6 million in 
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the 1976-1980 plan (18, pp. 236-240). The second five-year 

plan continued to call for expanding vocational and tech-

nical education and new technical colleges, and community 

colleges were to be built throughout the kingdom. 

Telecommunication and postal services were projected 

to receive a total of JD 106.8 million, compared with JD 

20 million under the previous plan. Modern information 

media, including radio, television, and newspapers, were 

to receive a projected JD 7.8 million, up from 2.9 million 

under the first five-year plan (18, pp. 230-235). 

Implementation of the Plan 

The implementation of the second five-year plan, like 

that of its predecessors, was to depend heavily upon pri-

vate initiative, and the plan stressed the importance of 

maintaining a favorable investment climate and adequate 

incentives for encouraging the private sector's participa-

tion in the development process. 

The role of public administration in the formulation 

and implementation of the development plan, thus, was not 

simply to be one of extending public services and maintain-

ing infrastructure utilities but, rather, one of providing 

the appropriate entrepreneurial climate for both the 

public and private sectors in the field of managing socio-

economic development. Public administration, however, 

was to play a major role in the implementation of the plan 
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as well. The large public investments called for in the 

plan required a high level of efficiency and administra-

tive skills. As a result of general dissatisfaction with 

the effectiveness of public administration, a royal com-

mission was called for in the plan to oversee its imple-

mentation. The commission was charged with the responsi-

bility of studying the requirements of administration and 

institutional development and of proposing the methods and 

measures required to ensure effective and efficient imple-

mentation of various projects and programs. The commission 

was to develop methods of financial and administrative con-

trols, to determine evaluation techniques, to establish 

guidelines governing productivity, and to recommend ac-

tions needed to implement the plan (18, pp. 49-50). 

The National Budget for the Plan Period 

Jordan's total budget (capital plus current) during 

the five-year plan period was expected to increase from JD 

1,995.7 million in 1980 to JD 4,523 million in 1985. The 

capital budget for this period was to increase from JD 

753.3 million to JD 2,233 million, and the current or 

recurring budget was expected to grow from JD 1,242.4 mil-

lion to JD 2,290 million in the same period. Funds for 

the capital budget were to be obtained from foreign loans 

and technical assistance, support from the oil-producing 

Arab countries, and domestic borrowing. The current 



174 

budget was to be financed primarily by domestic revenues or 

loans. Domestic revenues were expected to rise at an 

annual rate of 20 per cent, while current expenditures were 

to be limited to not more than 12.5 per cent during the 

first three years of the plan and to 10 per cent for the 

last two years. Increased revenues were expected as a re-

sult of more effective fiscal policies, such as a revision 

and increase in the income tax as well as increases in 

other taxes (18, p. 58). Table XII shows the sources of 

funds for financing Jordan's central government during 

the period from 1981 to 1985. 

Unforeseen Developments Affecting the Economy 

Jordan's experience during the 1980s demonstrates the 

vulnerability of its planning and budgeting processes to 

changes in world economic conditions. In 1980, when the 

1981-1985 plan was being prepared, optimism about the 

future was high. Since 1975, the kingdom had enjoyed finan-

cial liquidity because of generous support from the oil-

rich Arab countries. This financial assistance, coupled 

with foreign aid from western countries, made it possible 

for Jordan to undertake the high investment, "big project" 

strategy of development. In 1980, when oil prices in 

international markets reached a high of $45 per barrel, it 

seemed that the economic prosperity of Jordan's Arab donors 

would continue indefinitely. In 1981, however, an oil 
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TABLE XII 

SOURCES OF CENTRAL GOVERNMENT FUNDS IN JORDAN 
IN CURRENT PRICES, 1981-1985 (IN 

MILLIONS OF JD)* 

Source 1981 1982 1983 1984 1985 
Total 
81-85 

1. Domestic revenues 260 ; 323 387 464 557 1,991 
2. Budget support 244 244 244 244 244 1,220 
3. Current revenues 504 567 631 708 801 3,211 
4. Current expendi-

tures . . . . . . . . . • • • . . . 
5. Security and de-

fense • • • • • • . . . • • • . . . • . « » • 
6. Total current ex-

penditures (4 + 5) 363 408 459 505 555 2,290 
7. Surplus in current 

account (3-6) 141 159 172 203 246 921 
8. Foreign loans and 

technical assis-
tance 107 151 215 293 396 1,162 

9. Government bonds 27 33 38 30 22 150 
10. Borrowing from the 

banking system • • • • • • • • • . . . • • • 

11. Total revenues (7 
to 10) 275 343 425 526 664 2,233 

"Source: National Planning Council, Five-Year Plan for 
Economic and Social Development, 1981-1985 (Amman, Jordan, 
Royal Scientific Society Press, 1980), p. 58. 

glut began to force the price of oil downward, and there-

after prices continued to drop dramatically. Economic 

conditions worsened in most industrialized countries in 

1981, many fell into recession, and world trade decreased. 

Conditions in developing countries were likewise adversely 

affected, and the rate of growth of the real GNP in these 
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countries dropped. Oil prices and exports declined in 

1981, and, as a result, oil exporting countries had less 

revenue to share with poor neighbors like Jordan (7, pp. 

1-6). 

A second major change in the Middle East, the Iraq-

Iran war, also diverted funds that might have been invested 

in Jordan by the oil-rich Arab countries. In addition, 

financial decline in the Arab oil states caused them to re-

duce the budget support upon which Jordan had come to de-

pend so heavily since the mid-1970s. Furthermore, many 

of the Jordanians who had worked for the Arab oil states 

found themselves unemployed as a result of the slowdown, 

which served to decrease Jordan's national income while 

increasing demands for governmental revenues for the 

unemployed workers. Finally, in addition to these re-

gional economic problems, Jordan suffered from a severe 

drought during the 1980s that seriously damaged its agri-

cultural output (8, pp. 7-8). 

Achievements of the Plan 

The impact of the environmental changes described 

above did not seriously affect Jordan's economy until 1982, 

the second year of the 1981-1985 plan, because the develop-

mental momentum which Jordan had experienced from 1976 to 

1980 continued in 1981. In that year the GDP achieved a 

growth rate of 20 per cent at market prices, equivalent to 
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8 per cent in constant prices. Unfavorable weather condi-

tions, however, caused agricultural income to increase at 

a much lower rate than in 1980. By 1982, the economic 

slowdown that was affecting most other nations had begun 

to make itself felt in Jordan as well, and the kingdom suf-

fered a recession. The growth rate of the GDP at constant 

prices declined in almost every year of the plan period, 

falling from 9 per cent in 1981 to 4.6 per cent in 1982 

and to 0.5 per cent in 1983, and rising to only 2.7 per 

cent in 1984. 

The slowdown was felt in all of the sectors of Jordan's 

economy. Agriculture in 1982 grew by 11.2 per cent, com-

pared with 18.7 per cent in 1981. Ample rainfall in 1983 

increased agricultural production to 18.3 per cent, but in 

1984 drought and late rainfall again caused the growth of 

this sector to decline, this time to 5.3 per cent. Indus-

trial income growth slowed drastically during the recession 

from 23.2 per cent in 1981 to 16.9 per cent in 1983 and to 

10.5 per cent in 1984. Table XIII shows the economic 

growth rate for the kingdom's economic sectors from 1980 

to 1984. It should be noted that every sector declined 

between 1980 and 1984 (10, pp. 6-7). 

Due to the decrease in Arab assistance and the availa-

bility of fewer foreign development loans from western na-

tions , Jordan's external revenue in 1982 fell short of 
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TABLE XIII 

SECTORAL ECONOMIC GROWTH RATES IN JORDAN 
IN CURRENT PRICES, 1980-1984 (IN 

PERCENTAGES)* 

Sector 1980 1981 1982 1983 1984 

Agriculture, forestry, and 
25.8 fishing 48.2 18.6 9.4 25.8 5.3 

Mining and quarrying 45.1 8.3 5.1 -16.5 6.1 
Manufacturing 35.2 29.8 12.0 -4.5 9.3 
Electricity and water sup-

13.1 ply 69.3 22.8 20.5 11.9 13.1 
Construction 38.3 13.4 10.2 4.0 0.0 
Wholesale and retail trade, 
restaurants, and hotels 34.7 18.1 7.2 8.1 5.7 

Transport and communications 26.7 28.9 20.3 10.7 11.2 
Financing, real estate, and 

5.0 business services 16.2 5.0 16.2 5.0 9.9 
Community, social, and per-

10.1 10.3 sonal services 24.2 28.2 29.3 10.1 10.3 
Imputed bank service charges 29.6 23.8 32.3 29.1 12.6 
Producers of government ser-
vices 31.8 12.3 14.3 6.2 3.9 

Non-profit institutions 24.1 13.7 15.2 11.0 -1.0 
Domestic services of house-
holds 50.0 60.0 4.2 40.0 14.3 

Gross Domestic Product at 
Factor Cost 32.9 17.4 12.4 5.5 6.7 

I 

^Source: Central Bank of Jordan, Twenty-First Annual 
Report (Amman, Jordan, Saba and Company, 1984), p. 7. 

the amounts budgeted for that year by JD 111.39 million. 

Actual government expenditures in 1982 were JD 94.2 million 

less than the amount called for in the budget, and capital 

expenditures were JD 120.5 million less than budgeted. 

Table XIV shows both budgeted and actual expenditures for 
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the first four years of the plan period. During the latter 

two years, 1983 and 1984, Jordan was forced to adapt to the 

slower rate of economic growth. In real terms, after in-

flation was considered, the growth rate of the kingdom's 

GDP hit its lowest level since 1972, recording increases--

as previously noted--of only 0.5 per cent in 1983 and 2.7 

per cent in 1984 (10, pp. 7-10). 

Evaluation of the Plan 

At the time of this writing (summer, 1986), the summary 

evaluation of the last year of the second five-year plan 

for 1981-1985 has not been published, and, therefore, it 

is impossible to fully evaluate the achievements of the 

plan. Several conclusions, however, may be drawn. First, 

as a result of the worldwide recession and the falling 

price of petroleum in the early 1980s, coupled with the re-

gional war between Iran and Iraq, Jordan had a difficult 

time meeting the goals of its high investment, "big project" 

plan for 1981-1985. The kingdom could not maintain its 

planned levels of investment without the continued support 

of the Arab oil countries and foreign loans from other na-

tions. The recession also slowed domestic revenues, making 

the financing of increasing budgets during the plan period 

highly problematic. Table XIV also graphically displays 

Jordan's declining public revenues between 1981 and 1984 

(10, pp. 117-120). 
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Despite the economic setbacks caused by the recession-

ary periods, Jordan made substantial progress in social 

development, especially under the last two five-year plans, 

but, unfortunately, at times this progress created other 

unforeseen problems. For example, as of 1985, 4,000 medi-

cal doctors were practicing in 595 hospitals and medical 

centers throughout the country, but 700 physicians were 

unable to find positions in either the public or the pri-

vate sector. Another 9,000 Jordanian students studying 

medicine either at home or abroad will have little oppor-

tunity to pursue their profession in their own country. 

Furthermore, an estimated 1,100 Jordanian doctors are cur-

rently practicing abroad. The same situation is true for 

other traditional professions such as engineering and law. 

At the same time, there continues to be a shortage of 

personnel with vocational and technical skills. This im-

balance reflects problems not only in Jordan's educational 

system but in changing personal attitudes about education. 

Great strides have been made in education in recent years, 

but attempts to stimulate the growth of vocational and 

technical education to meet Jordan's manpower needs have 

been less than successful (2, p. 1). 

Creating jobs for a rapidly increasing population has 

been another major problem in Jordan. By 1980, the king-

dom' s unemployment problem appeared to be solved temporarily 
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as a result of employment opportunities in the oil-rich 

Arab countries, especially for college graduates. The 

falling price of oil and ensuing recession, however, soon 

reestablished unemployment as a serious obstacle to develop-

ment, and the unemployment rate increased to 8 per cent in 

1985. The highest level of unemployment--21 per cent--was 

found among university and college graduates. Among female 

college graduates the unemployment rate was a staggering 41 

per cent, and this was a major cause of concern for Jordan. 

In 1985, the kingdom had a labor force totaling 502,000 

persons, with another 143,000 resident foreign workers. 

This labor force, however, represented only 21 per cent of 

Jordan's total population, compared with the 35 per cent 

normally found in developed societies. There are several 

reasons for this disparity: a) just over half of the na-

tion's population (51 per cent) is under fifteen years of 

age, and a large percentage of these children and youths 

are in school; b) only 12.5 per cent of females were in 

the labor force in 1985; c) it was estimated that, by 1985, 

a total of 340,000 Jordanians had immigrated to work abroad, 

many of them members of the kingdom's best educated profes-

sional and managerial groups, resulting in the so-called 

"brain drain" (4, p. 4). 

Despite occasional setbacks in economic growth since 

the 1960s, annual per capita income in Jordan has continued 

to increase. In 1979, the kingdom's per capita income was 
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JD 429; it increased to JD 721 in 1984 and to JD 730 in 

1985. The nation has been better able to deal with the 

demands of modernization as a result of increasing pros-

perity, although major problems such as unemployment and 

inflation still threaten the well-being of the state (20, 

p. 2). 

Summary 

The purpose of this chapter has been to examine Jor-

dan's development plans and national budgets to determine 

whether Caiden and Wildavsky's (6) generalizations about 

countries with poor and uncertain environments are appli-

cable to the kingdom. Clearly, Jordan is poor in natural 

resources and has an unstable and uncertain environment, 

which, in turn, is reflected in its development plans and 

budgets. The plans for 1962-1967, for 1964-1970, and for 

1973-1975 had to be completely abandoned or restructured 

because of environmental changes. Wars with the Israelis, 

civil war, tension with neighbors, shifting political ties, 

and major changes in prices of commodities in the interna-

tional market all have challenged the planning and budgeting 

processes in Jordan. Jordan has experienced increasing 

national debt, low domestic revenue yields, and heavy re-

liance on foreign debt, which tends to fluctuate depending 

on international politics, as can be seen from the data 

presented here on the kingdom's plans, budgets, and 
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expenditures. Amounts called for in the plans and budgets 

frequently differ from actual expenditures, indicating 

that finance ministers frequently have to remake budgets 

because of fluctuations in revenues, as Caiden and Wildavsky 

suggested (6). 

There are, however, some differences between the case 

of Jordan and those of other developing countries in the 

poor and uncertain category. In the period before the mid-

1970s, Jordan's experience was similar to that of other 

poor countries. It faced tremendous demands, including 

caring for a huge influx of refugees, and raising adequate 

funds for development was a very difficult, if not impos-

sible, task. Since the mid-1970s, however, Jordan has re-

ceived large amounts of funds from its oil-rich Arab 

neighbors, which enabled the kingdom to follow a high in-

vestment, "big project" strategy of development. This 

prosperity gave an otherwise poor nation the liquidity to 

fund needed projects, a phenomenon that was most unusual 

among developing countries. But the recent decline in oil 

prices, resulting in a great reduction of this Arab finan-

cial assistance, again demonstrates the uncertainty of 

Jordan's environment. 

Caiden and Wildavsky's (6) observation concerning the 

fragmentation of the budgeting process in poor countries 

is true in Jordan. The kingdom's budget is not unified; 
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instead, it consists of two components, a capital budget and 

a current budget. The former, covering all new construc-

tion for development, is prepared by the planning agency 

that is responsible for obtaining grants and loans and for 

implementing planning projects. The latter, on the other 

hand, is the responsibility of the Finance Minister and 

his budget department. The current budget maintains and 

supports governmental services generally, including capital 

expenditures for non-developmental purposes, such as capi-

tal expenditures for the maintenance of highways, bridges, 

buildings, water and sewage facilities, and the like. 

The fact that two different groups have responsibility 

for the national budget in Jordan creates the classical 

situation described by Caiden and Wildavsky (6), leading to 

conflict between planners and budgeters. The planning 

agency in Jordan, the NPC, obviously has been very powerful, 

as evidenced by the fact that the king's brother, Crown 

Prince Hassan, has played a major role in planning and that 

the NPC was responsible directly to the prime minister. 

Fortunately, during much of the last ten years--the period 

of the two major five-year plans for 1976-1980 and 1981-

1985--adequate funds were accessible, and this prevented 

major planner-budgeter disagreements over scarce resources. 

Since 1982, however, funds to finance governmental pro-

grams have been substantially reduced, and manifestations 
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of the inevitable conflict between planners and budgeters 

have appeared. In 1984, the NPC was reorganized, and the 

planning function was placed in a regular ministry, a much 

weaker position than the one that it formerly occupied. 

As a result of low domestic revenues, Jordan's Minis-

try of Finance has been placed under increasing pressure 

to meet growing demands for current or recurring expendi-

tures. As a result, conflicts have arisen not only between 

the Finance Minister and planners but between the Finance 

Minister and other ministers and heads of agencies responsi-

ble for the operation of the government. The booming 

economy in Jordan created not only high public expectations 

but an increasing demand for governmental services. Depart-

ment heads, therefore, have been forced to use all kinds of 

strategies, many of which were described by Caiden and 

Wildavsky (6), to obtain the funds necessary to operate 

their departments. Since 1982 and the beginning of the re-

cession, Jordan's Finance Minister has found himself in 

conflict with both department heads and planners since 

he has been forced to cut back on all expenditures. In 

1986, for example, the Finance Minister reduced govern-

mental expenditures by JD 100 million in order to balance 

the budget. In short, Caiden and Wildavsky's (6) descrip-

tion of planning and budgeting in poor countries seems to 

fit Jordan in all respects (2, pp. 2-5). 
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CHAPTER VI 

ASSESSING THE IMPACT OF GOVERNMENTAL 

EXPENDITURES ON DEVELOPMENT IN 

JORDAN 

Now that the planning and budgeting processes and 

their outcomes in Jordan have been examined, this chapter 

considers the possibilities and problems of assessing the 

impact of governmental policies on development. Specifi-

cally, the impact of governmental expenditures on develop-

ment must be assessed; in other words, the questions "Can 

government promote development?" and "Can a poor country 

make itself more prosperous?" must be answered. The purpose 

of this chapter is to attempt to evaluate the impact of 

governmental expenditures on development in Jordan during 

the last fifteen years. 

Anyone who has knowledge of conditions in Jordan from 

1970 to 1985 realizes that the kingdom's economy has grown, 

but one must determine whether this growth was caused by 

governmental actions. Then, if it is found that govern-

mental expenditures were significant in causing economic 

development, one must pinpoint the areas in which those 

expenditures made the greatest contribution--that is, the 

areas in which government expenditures produced the greatest 

139 
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return. This chapter attempts to answer these questions 

and to assess the impact of governmental expenditures on 

development in Jordan (3, p. 1). 

Several problems arise in making such an assessment. 

First of all, there is no agreement upon an economic theory 

of development, and no major economic thinker has truly fo-

cused on how economies develop or how development occurs in 

poor countries. Capitalism, which developed from Adam 

Smith's seminal work, The Wealth of Nations (6), was mainly 

a reaction to merchantism, the prevailing political and 

economic view of his day. The concept of reliance on the 

market to promote the individual and public good, so long 

as government does not interfere, is not relevant to the 

types of economic problems that poor countries face today. 

Under the laissez-faire theory, government was to restrict 

its economic involvement to the problems of defense from 

external aggression and the maintenance of internal se-

curity. Neither does socialism, which developed from Karl 

Marx's work, Das Kapital, deal directly with the questions 

of development in poor countries. Marx's focuses were on 

the exploitation of the worker in industrial societies and 

on the historical dialectic, which he believed would 

inevitably cause revolution and the creation of a socialist 

state (7, pp. 79-84). 

Since the crisis of the great Depression of the 1930s 

and the collapse of Smith's laissez-faire paradigm, 
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economists have searched for explanations of why market 

forces did not stabilize or solve the problems of the De-

pression. John Maynard Keynes (1) modified the capitalist 

paradigm and suggested that government should play a role 

in preserving economic stability. Keynes' theory provided 

a theoretical base for much of the recent development of 

public expenditures in capitalist countries. Despite this 

increase in governmental expenditures, however, Keynsian 

theory did not consider the question of economic develop-

ment as it exists in Third World countries today. 

The differences in the role of public expenditures in 

developed and developing countries are based on differing 

rationales. In developed countries the role of public 

expenditures, coupled with governmental monetary controls, 

is to prevent cyclical fluctuations and economic stagna-

tion and to stabilize employment. In developing countries, 

on the other hand, the purpose of governmental policies, 

including expenditures, is not so much to control and 

stabilize cyclical economic fluctuations as to raise levels 

of income and employment, to improve the distributional 

aspect of national income, to balance regional development, 

and to generally accelerate economic development (5, pp. 

23, 42, 114). 

In the 1950s and 1960s, a number of scholars became 

concerned with the field of economic development and began 
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to try to formulate a general theory of development. A 

leader in this effort was W. W. Rostow, an American econo-

mic historian who presented a theory of the stages of 

economic development. Rostow's theory described a series 

of steps through which he said all countries must proceed. 

Advanced countries, it was argued, had at various times 

in their histories already passed through the stage of 

"taking off into self-sustained growth." Underdeveloped 

countries, in contrast, are still in the traditional or 

pre-condition stage of development and must pass through 

a series of prescribed steps in order to "take off into 

self-sustained economic growth" (4, pp. 1, 3, 4, 12). The 

principal key to development, according to Rostow's theory, 

was the mobilization of domestic and foreign savings in 

order to generate sufficient investments to accelerate eco-

nomic growth and provide for the "takeoff into sustained 

growth." 

Unfortunately, however, the tricks of development 

embodied in this theory of stages of growth did not al-

ways work. One of the basic reasons why increased invest-

ments did not necessarily promote development was that 

the stages of economic development theory failed to take 

into account the crucial fact that contemporary Third World 

nations are actors in and are acted upon by highly inte-

grated and complex international systems in which even the 
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best and most intelligent development strategies can 

sometimes be nullified by external forces beyond their 

control. Furthermore, many of Rostow's (4) assumptions 

concerning economic development were inappropriate and/or 

irrelevant to the actual conditions in Third World nations. 

Whereas the Marshall Plan was successful in Europe because 

the countries receiving aid possessed the necessary struc-

tural, institutional, and attitudinal conditions to make 

effective use of it, Third World nations lack many of 

these societal prerequisites for development. As a result 

of these problems with Rostow's theory of development, 

there still is no generally agreed-upon theory of develop-

ment (7, pp. 56-76). 

Without such a theory it is difficult to devise a model 

to explain the causes of growth in developing nations. The 

difficulty is compounded by the fact that there is also no 

clear and agreed-upon definition of socioeconomic develop-

ment, despite its importance as a goal of many of the na-

tions in the world today. Nor is there a simple objective 

criterion of socioeconomic development against which to 

validate measurement devices. It is particularly difficult 

to explain the causes of growth in a country like Jordan 

that has attempted to achieve development through a stra-

tegy of public-private partnerships. If one attempts to 

assess the impact of governmental expenditures alone on 



194 

development, a misleading picture may result because the 

private sector may also have been instrumental in the de-

velopmental process. On the other hand, it is most diffi-

cult to assess public and private expenditures for develop-

ment, in part because of lack of reliable data, and spill-

over from one sector to another may distort the assessment 

process (2, pp. 4, 5, 10, 14, 18, 19). 

In light of these difficulties, the author has at-

tempted to assess the statistical significance of govern-

mental expenditures in four specific areas in Jordan between 

1970 and 1984.* 

Statistical Results 

The purpose of this chapter is to determine whether a 

government can promote economic development (as measured 

by an increase in gross national product) by quantita-

tively analyzing the following questions. First, what are 

the impact and significance of governmental expenditures, 

as a combined measure, on the gross national product in 

Jordan? Second, which governmental expenditure areas 

provide the greatest contribution to an increase in the 

''Data for governmental expenditures for the various 
areas, along with information on the Jordanian GNP between 
the years 1970 and 1984, were taken from the Yearly Statis-
tical Series (1964-1983), special issue, published by the 
Central Bank of Jordan, and the Monthly Statistical Bulle-
tin , October, 1985, also published by the Central Bank of 
Jordan. 
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Jordanian GNP? In order to address each of these issues, 

six empirical models are examined. 

The statistics utilized within each model include the 

following. To determine the bivariate association of each 

of the models' independent variables on the GNP, the Pear-

son correlation coefficient (r) is employed.''' In order to 

identify the amount of variation in GNP explained by the 

linear combination of independent variables in each model, 

the coefficient of multiple determination (R2) is examined 

and interpreted. Having obtained a given R2, the F test is 

computed to ascertain whether the linear relationship be-

tween this study's set of independent variables and the GNP 

is not zero in the population (i.e., to test for the sta-

tistical significance of its departure from zero). The 

T test is also employed to identify which independent 

variable is statistically significant within each model 

examined. An unstandardized regression coefficient and 

its associated standard error are displayed, in tabular 

form, for the independent variables examined in each 

empirical model. In addition, the Durbin-Watson test is 

utilized to determine whether the data collected from 

several time periods (i.e., 1970 through 1984) are auto-

correlated. In a further attempt to improve the validity 

*A11 zero-order correlation coefficients reported in 
this study were found to be significant at the 0.000 level. 
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of the significance tests utilized in this study (which 

assume constant error variance, or normality), a lag 

transformation procedure rescaled each of the independent 

variables (except year) to identify the model that maxi-

mizes the variation explained in the GNP. Each model is 

diagrammed and examined below. 

The first model to be examined in this investigation 

focused on the relationship among each of the governmental 

expenditure areas, year, and GNP. Specifically, the fol-

lowing model was tested: 

Model One 

C6 = C1 + c2 + c3 + c4 + c5> 

where 

= year, 
C2 = economic expenditures, 
C3 = social expenditures, 

= cultural expenditures, 
C5 = communication and transportation expenditures, and 

Cg = Jordanian gross national product. 

The bivariate results of this first equation, based on 

the zero-order matrix found in Appendix B, indicate that 

there was a high degree of intercorrelation between the 

study's variables. The range of Pearson's r was from 0.84 

(C5 with C6) to 0.93 (C3 with C6). Based on Table XV 

presented below, which displays the multivariate results 

of Model One, the multiple regression results indicate 

that 97.2 per cent of the variation in GNP was accounted 
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for by the inclusion of the five independent variables in 

the equation. In examining the F value (F = 61.589; £ < 

.000), it was concluded that the linear relationship be-

tween the independent variables and the GNP in this equa-

tion was not zero in the population. The next analysis 

involved the T test results within the multiple regression 

equation. Examination of the T's associated with the 

first model's independent variables identified the govern-

mental area of social expenditures (C3) as the only sta-

tistically significant variable in the model (T = 3.902; 

£ <.004). The governmental area of communication and 

transportation expenditures (C5) did, however, approach 

significance (T = -1.967; £ < .08). 

The results provided by the Durbin-Watson test for 

the first model, as shown in Table XV above, indicated 

that the calculated D was 1.462. Durbin and Watson estab-

lished upper (du) and lower (dj) limits for the signifi-

cance of D. At the 5 per cent significance level, with 

the sample size equal to 15 and K (the number of inde-

pendent variables and the intercept) equal to 6, the 

upper limit is 2.220 and the lower limit is 0.562. In 

order to reject the null hypothesis (i.e., there is no 

autocorrelation), D must be smaller than d]_. As the 

results of this statistical test show that D (1.462) was 

greater than d^ (0.562), the null hypothesis was not 



199 

rejected. Since D was larger than and smaller than du 

(i.e., d^ (0.562) < D (1.462) < du (2.220)), the results 

were inconclusive. This suggests that the error process 

was autocorrelated at the 19.5 per cent significance 

level (i.e., the first order autocorrelation was 0.195), 

not at the level of 5 per cent. 

In an attempt to address the problem associated with 

the first order autocorrelation a lag transformation (i.e., 

a log transformation based within the SAS software package) 

was necessary. The following equation, referred to as the 

second statistical model, represents the lag transforma-

tion of all independent variables in the study, with the 

exception of variable (i.e., year). 

Model Two 

C6 - Ci + x2 + x3 + x 4 + x5, 

where 

X2 = Lag 1 (C2), 
X3 = Lag 1 (C3), 
X 4 = Lag 1 (C4), and 

X5 = Lag 1 (C5). 

The bivariate results of the second equation, based on 

the zero-order matrix found in Appendix B, indicate that 

there was a high degree of intercorrelation between the 

study's variables. The range of Pearson's r was from 0.92 

(X5 with C5) to 0.99 (X3 with C5). Based on Table XVI 

presented below, which displays the multivariate results of 

Model Two, the multiple regression results indicate that 
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98.7 per cent of the variation in GNP was accounted for by 

the inclusion of the five independent variables in the 

equation. In examining the F value (F = 1.226; £ < .000), 

it was concluded that the linear relationship between the 

independent variables and the GNP in this equation was not 

zero in the population. The next analysis involved the 

T test results within the multiple regression equation. 

Examination of the T's associated with the second model's 

independent variables also identified the governmental 

area of social expenditures (X3) as the only statistically 

significant variable in the model (T = 4.984; £ < .001). 

The results provided by the Durbin-Watson test for 

the second model, as shown in Table XVI above, indicated 

that the calculated D was 3.273. As stated earlier, with 

the sample size equal to 15 and K (the number of indepen-

dent variables and the intercept) equal to 6, the upper 

limit is 2.220 and the lower limit is 0.562. As there is 

a negative first order autocorrelation (-0.724), in order 

to reject the null hypothesis (i.e., there is no auto-

correlation), D must be greater than 4 - d^ (4 - .562 = 

3.438). As the results of this statistical test show 

that D (3.273) was less than 4 - d^ (3.438), the null 

hypothesis was not rejected. Since D was larger than 

4 - du and smaller than 4 - di (i.e., 4 - du (1.78) < D 

(3.273) < 4 - d]_ (3.438)), the results were inconclusive. 
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This indicates that the null hypothesis was not rejected 

and, consequently, autocorrelation was still present. 

A third model was constructed of all independent 

variables (except year) for an assessment of a second 

lag model. This model is diagrammed as follows. 

Model Three 

c
6 =

 ci + X 2 2 + X 3 2 + X 4 2 + X52, 

where 

^22 = ^ (^2^' 
Xoo = Lag 2 (CD, 
Xa 9 = Lag 2 (C?) , and 

X^2 = Lag 2 (CJ) . 

The bivariate results of the third equation, based on 

the zero-order matrix found in Appendix B, indicated that 

there was a high degree of intercorrelation between the 

study's variables. The range of Pearson's r was from 

0.93 (X52 with C5) to 0.98 (X22 with Cg). Based on Table 

XVII presented below, which displays the multivariate re-

sults of Model Three, the multiple regresssion results 

indicate that 99.4 per cent of the variation in GNP was 

accounted for by the inclusion of the five independent 

variables in the equation. In examining the F value (F = 

248.389; £ < .000), it was concluded that the linear rela-

tionship between the independent variables and the GNP in 

this equation was not zero in the population. The next 

analysis involved the T test results within the multiple 

regression equation. Examination of the T's associated 
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with the third model's independent variables identified 

three statistically significant governmental expenditure 

areas. It was found that the areas of economic expendi-

tures (T = 4.41; p. < -003), social service expenditures 

(T = 5.297; £ < -001), and cultural and information ex-

penditures (T = -3.567; £ < .009) are all significantly 

related to the Jordanian GNP within the third model. 

The results provided by the Durbin-Watson test for 

this model, as shown in Table XVII above, indicated that 

the calculated D was 3.190. As stated in the discussion 

of the first two models, with the sample size equal to 15 

and K (the number of independent variables and the inter-

cept) equal to 6, the upper limit is 2.220 and the lower 

limit is 0.562. As there is a negative first order auto-

correlation (-0.601), in order to reject the null hypothe-

sis (i.e., there is no autocorrelation), D must be greater 

than 4 - d^ (4 - .562 = 3.438). The results of this sta-

tistical test show that D (3.190) was less than 4 - d^ 

(3.438), and the null hypothesis, therefore, was not re-

jected. Since D was larger than 4 - du and smaller than 

4 - di (i.e., 4 - du (1.78) < D (3.190) < 4 - dx (3.438)), 

the results were inconclusive. As in the case of the 

first two empirical models, the results indicate that 

the null hypothesis was not rejected and, consequently, 

autocorrelation was still present. Based on the three 
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models presented above, it is contended that the second 

order lag model (i.e., Model Three) is the best predictor 

of GNP. 

In examining each of the zero-order correlation coef-

ficients found in Appendix B, it becomes evident that 

there may be problems associated with multicollinearity 

in the data (i.e., the independent variables are highly 

correlated with each other). One of the strategies em-

ployed to address this problem is to combine all of the 

independent variables into one variable. This procedure 

was performed (with the exception of including year in 

the compute statement), and a fourth model was constructed. 

The following diagram, which includes an index of all 

governmental expenditure areas as an independent variable, 

represents the fourth empirical model of this study. 

Model Four 

C5 = C]_ + XTOTAL, 

where 

XTOTAL = C2 + C3 + C4 + C5. 

The bivariate results of this fourth equation, based 

on the zero-order matrix found in Appendix B, indicate that 

the zero-order correlation (r) between XTOTAL and 05 was 

0.95. Based on Table XVIII presented below, which displays 

the multivariate results of Model Four, the multiple re-

gression results indicate that 91.8 per cent of the 
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variation in GNP was accounted for by the inclusion of 

XTOTAL and (i.e., year) in the equation. In examining 

the F value (F = 67.795; £ < .000), it was concluded that 

the linear relationship between the independent variables 

and the GNP in this equation was not zero in the popula-

tion. The next analysis involved the T test results within 

the multiple regression equation. Examination of the T's 

associated with the fourth model's independent variables 

did not identify the significance of XTOTAL in the model 

(T = 1.107; £ < .289) . 

The results provided by the Durbin-Watson test for 

the fourth model, as shown in Table XVIII above, indicated 

that the calculated D was 0.679 and the first order auto-

correlation was 0.562. At the 5 per cent significance 

level, with the sample size equal to 15 and K (the number 

of independent variables and the intercept) equal to 3, 

the upper limit is 1.543 and the lower limit is 0.946. 

In order to reject the null hypothesis (i.e., there is 

no autocorrelation) , D must be smaller than d]_. As the 

results of this statistical test show that D (0.679) was 

smaller than d^ (0.946), the null hypothesis was rejected. 

This suggests that the error process was not autocorrelated 

(i.e., the estimated residuals are not mutually interde-

pendent) . 

In an attempt to obtain an empirical model which 

identifies a statistically significant predictor of GNP, 
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a lag transformation was necessary. A fifth equation was 

constructed, representing the first lag transformation of 

XTOTAL within the study. This model is diagrammed as 

follows. 

Model Five 

C6 = Ci + X17, 

where 

X 1 7 = Lag 1 (XTOTAL). 

The bivariate results of this fifth equation, based on 

the zero-order matrix found in Appendix B, indicate that 

Pearson's r was 0.97. Based on Table XIX presented below, 

which displays the multivariate results of Model Five, the 

multiple regression results indicate that 95.4 per cent 

of the variation in GNP was accounted for by the inclusion 

°f X]_7 and C]_ in the equation. In examining the F value 

(F = 113.918; 2. < -000)> it was concluded that the linear 

relationship between the two independent variables and 

the GNP in this equation was not zero in the population. 

The next analysis involved the T test results within the 

multiple regression equation. An examination of the T s 

associated with Model Five identified the combined measure 

of governmental expenditures (i.e., X17, the transformation 

of XTOTAL to the first lag) as statistically significant 

(T = 2.531; £ < -02). 

The results provided by the Durbin-Watson test for 

the fifth model, as shown in Table XIX below, indicate 
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that the calculated D was 1.041 with a first order auto-

correlation of 0.355. As discussed in the fourth model, 

to reject the null hypothesis (i.e., there is no autocor-

relation), D must be smaller than d1. As the results of 

this statistical test show that D (1.048) was greater than 

d]_ (0.946), the null hypothesis was not rejected. Since D 

was larger than d^ and smaller than du (i .e., di (0.946) < 

D (1.048) < ̂  (1.543)), the results were inconclusive. 

This suggests that the error process was autocorrelated at 

the 35.5 per cent significance level as the first order 

autocorrelation was 0.195. 

As the process of autocorrelation may have influenced 

the reported significance of X17 (i.e., autocorrelation 

effects estimated variances which are used to generate 

the t-ratio), a sixth and final model was constructed. 

This model, based on the transformation of XTOTAL to the 

second lag, is diagrammed as follows. 

Model Six 

C6 = ^ + X2?, 

where 

X27 = Lag 2 (XTOTAL). 

The bivariate results of this sixth equation, based 

on the zero-order matrix found in Appendix B, indicate 

that Pearson's r was 0.988. Based on Table XX presented 

below, which displays the multivariate results of the sixth 
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model, the multiple regression results indicate that 97.6 

per cent of the variation in GNP was accounted for by X27 

(XTOTAL transformed to the second lag) and (year) in the 

equation. In examining the F value (F = 208.015, £ < .000), 

it was concluded that the linear relationship between the 

independent variables and the GNP in this equation was 

not zero in the population. The next analysis involved the 

T test results within the multiple regression equation. 

Examination of the T's associated with the sixth model's 

independent variables identified the combined governmental 

area X27 as a statistically significant predictor of GNP 

in the model (T = 3.876; 2. < *003). 

The results provided by the Durbin-Watson test for 

the sixth model, as shown in Table XX above, indicate that 

the calculated D was 2.635. As stated for Models Four and 

Five, at the 5 per cent significance level, with the sample 

size equal to 15 and K (the number of independent varia-

bles and the intercept) equal to 3, the upper limit is 

1.543 and the lower limit is 0.946. As there is a negative 

first order autocorrelation (-0.321), in order to reject 

the null hypothesis (i.e., there is no autocorrelation), 

D must be greater than 4 - d^ (4 .946 = 3.054). The re 

suits of this statistical test show that D (2.635) was less 

than 4 - dx (3.054), and the null hypothesis, therefore, 

was not rejected. Since D was larger than 4 
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and smaller than 4 - d^ (i.e., 4 - du (2.457) < D (2.635) < 

4 - dx (3.054)), the results were inconclusive. This sig-

nifies that the error process was autocorrelated at the 

32.1 per cent significance level, as the first order auto-

correlation was -0.321. Based on Models Four through Six 

presented in this chapter, it is contended that Model Six 

is the best predictor of GNP. 

The purpose of this chapter is to determine whether 

a government can promote economic development (as measured 

by an increase in the gross national product) by quanti-

tatively analyzing the following questions. 

1. What are the impact and significance of govern-

mental expenditures, as a combined measure, on the gross 

national product in Jordan? 

2. Which governmental expenditure areas provide the 

greatest contribution to an increase in the Jordanian GNP? 

In the final section of this chapter, each of these 

issues is addressed, based on the statistical analyses 

presented above. 

Assessing the Impact of Governmental Expenditures 
on the GNP of Jordan 

In order to address the first issue, a combined mea-

sure of governmental expenditure areas was constructed. 

This measure was based on the four areas of economic 

expenditures, social expenditures, cultural expenditures, 
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and communication and transportation expenditures. Based 

on the three equations which focus on this issue (i.e., 

Models Four through Six), the sixth model was found to be 

the best predictor of GNP. Results of this investigation 

indicate that, when the combined measure of governmental 

expenditures (XTOTAL) was transformed into a second lag 

independent variable (X27), the coefficient of multiple de-

termination increased by 5.8 per cent (i.e., .9765 - .9187 

0.578). This data transformation procedure also increased 

the statistical significance of governmental expenditures 

from the first lag model (i.e., Model Five--T = 2.531; 

£< .028) to the second lag model (i.e., Model Six--T 

3.87; £ < .003). Results also demonstrate a similar pattern 

when examining the F values for Models Four through Six 

(i.e., F = 67.8, £ < .000; F = 113.92; £ < .000; and F = 

208.0, £ < .000, respectively). 

An attempt was made to identify the effects of auto 

correlation within each of the models through the use of 

the Durbin-Watson test. Results indicated that the error 

process in Model Four was not autocorrelated. Therefore, 

the estimated residuals within this equation were not mu-

tually interdependent. The error processes in Models 

Five and Six, however, were found to be autocorrelated at 

the 35.5 and 32.1 per cent significance levels, respec-

tively. 
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Although it is suggested that these findings be inter-

preted with caution (as the data collected from several 

time periods were found to be autocorrelated), results of 

this study indicate that, as the combined measure of 

governmental expenditures (i.e., both X^y and X27) in-

creases, the Jordanian GNP increases. 

Governmental Expenditure Areas Making the 
Greatest Contribution to the 

Jordanian GNP 

Three statistical models were developed and analyzed in 

order to address this second issue. Of the first three 

models presented in this chapter, the third was identified 

as the best predictor of GNP growth. Results of this study 

indicate that, when the four governmental expenditure areas 

in the first model were transformed into second lag inde-

pendent variables in the third model, the coefficient of 

multiple determination increased by 2.28 per cent (i.e., 

.9944 - .9716 = .0228). This data transformation procedure 

also increased both the number of statistically significant 

variables (i.e., from one to three) and the F values from 

the first to the third model. Results of this investiga-

tion indicate that three governmental expenditure areas 

are statistically significant predictors of growth in 

Jordan's GNP. The three areas contributing significantly 

to the GNP are economic expenditures (T = 4.411; £ < .003), 

social services expenditures (T = 5.297; £ < .001), and 
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cultural and information expenditures (T = -3.567; £ < 

.009). These results can be interpreted to suggest that, 

as both economic and social service expenditures increase, 

the Jordanian GNP increases. Conversely, cultural and 

information services and GNP were found to be inversely-

related. That is, growth in Jordan's GNP is associated 

with a decline in cultural and information expenditures. 

An attempt was also made to identify the effects of 

autocorrelation within each of the first three models 

through the use of the Durbin-Watson test. Results indi-

cated that the error processes in all three models were 

found to be autocorrelated. Consequently, it is suggested 

that the above stated findings be interpreted with caution. 

The implications of the preceding examination are discussed 

in the following chapter. 
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CHAPTER VII 

SUMMARY AND CONCLUSION 

The conception for this study grew from a reading of 

Caiden and Wildavsky's work Planning and Budgeting in Poor 

Countries (1). These scholars' generalizations about plan-

ning and budgeting in developing countries raised a question 

in the mind of the researcher concerning whether the gener-

alizations were applicable to the kingdom of Jordan. To 

study this issue, the researcher decided that, rather than 

trying to replicate Caiden and Wildavsky's methods, he 

would examine the outcome of planning and budgeting proc-

esses in Jordan to ascertain whether the conditions described 

by Caiden and Wildavsky were evident there. This method was 

chosen primarily for two reasons. First, it was impossible 

for the researcher to conduct interviews in the country 

under study, as Caiden and Wildavsky had done, because of 

the travel expense involved. Second, since data on na-

tional plans, budgets, and actual revenues and expenditures 

were available, it was possible to study the outcomes of 

the planning and budgeting processes over a number of 

years. Another reason for utilizing outcome data in this 

investigation was that the researcher hoped to assess the 

impact of governmental expenditures on development and the 
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Jordanian gross national product, and the use of outcome 

data seemed more suitable for this purpose than the survey 

methods employed by Caiden and Wildavsky (1). 

To verify the findings obtained from comparing the 

outcome data from plans and budgets, the researcher also 

decided to conduct telephone interviews with key Jordanian 

officials who participate in the planning and budgeting 

processes. First, letters describing the dissertation and 

the generalizations formulated by Caiden and Wildavsky (1) 

were sent to the officials to inform them about the subject 

of the telephone interviews. Five calls were made in Oc-

tober, 1986. The results of these interviews are discussed 

later in this chapter. 

Jordan, like other developing countries, only recently 

established planning and budgeting institutions. The demand 

for modernization in the early 1960s made the creation of 

these administrative institutions essential. The evolu-

tion of separate planning and budgeting agencies staffed by 

personnel with different orientations and representing dif-

ferent interests fits the model suggested by Caiden and 

Wildavsky (1). Such an arrangement was almost inevitably 

destined to cause conflict and struggles for power between 

planners and budgeters. 

The planning agency in Jordan since the early 1960s 

has been a very powerful institution, as is evidenced by 
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its powers over the capital budgeting process, foreign 

grant activities, and the implementation of projects 

under the national plan as well as by its link with the 

prime minister, who was the official head of the planning 

agency throughout most of the period under consideration. 

Furthermore, the involvement of the king's brother in 

planning and development activities also reflects the 

status and influence of the planning agency. 

In light of the power of the Jordanian planning agency, 

Ministers of Finance and their budget officers have had 

relatively little power over capital budgets, and those 

budgets have an obvious impact on current or recurring 

budgets. The evolution of the Finance Minister's power 

over other ministries and departments, however, has grown 

steadily. For instance, until 1981, the Jordan Valley 

Authority (JVA), which is responsible for planning and 

developing the water resources in the Jordan valley, had 

full freedom to transfer funds in its budget from one 

item to another, and, unlike other institutional budgets 

in Jordan, the JVA's budget was not itemized--funds were 

allocated to the JVA, which it could then spend largely as 

it saw fit. Since 1981, however, the Ministry of Finance 

and its Budget Bureau had begun to require the JVA to 

appropriate capital expenditures by project. This obliges 

the JVA to itemize its budget and places it under greater 
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fiscal constraint. As a result of these changes, relations 

between the JVA and the Budget Bureau have been fraught 

with conflict and competition over control of the former's 

budget (3, pp. 192-193). 

The data related to amounts called for in national 

plans and budgets compared with actual revenues and expendi-

tures during the same period clearly demonstrate the uncer-

tainty of the Jordanian environment. Revenues fluctuate 

widely from year to year. Since a large percentage of 

Jordan's revenues comes from foreign sources, those revenues 

are dependent upon external events. For example, after the 

clash between the Jordanian army and the Palestinian Libera-

tion Organization in 1970-1971, many rich Arab countries 

reduced their financial assistance to Jordan. Because of 

such fluctuations in revenues, budgets have had to be made 

and remade frequently in order to keep revenues and expendi-

tures in balance. The preparation of recurring budgets, 

similar to the situation described by Caiden and Wildavsky 

(1), seems to be a normal process in Jordan. 

Due to revenue fluctuations, expenditures often exceed 

revenues, and, consequently, deficit financing and in-

creasing debt result. The data also clearly show that the 

amounts estimated in plans and budgets are not what the 

government actually expends. Plans and budgets are often 

modified, and at times national plans have been discarded 
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or remade in their entirety to better reflect the revenue 

position of the government. 

On the basis of these findings, the researcher con-

cludes that the following generalizations presented by 

Caiden and Wildavsky (1) about planning and budgeting in 

poor countries are true in Jordan. 

1. Since revenues are unpredictable and may fluctuate 

greatly, estimates of revenues are kept low and estimates 

of expenditures high by ministers of finance (1). 

Data from national plans, budgets, and actual revenues 

and expenditures clearly reflect the unpredictability of the 

Jordanian environment and how widely the kingdom's revenues 

fluctuate. In this unstable environment, Finance Ministers 

are forced to use strategies in estimating revenues and 

expenditures similar to those described by Caiden and Wil-

davsky (1). This pattern of budgeting was also reported 

in Murrar's (2) earlier study of budgeting in Jordan during 

the 1960s and early 1970s as well as being verified by all 

parties interviewed by the current researcher. Murrar 

stated, 

. . . Typically, both the BOB and the MOF will 
underestimate prospective revenues and overestimate 
requirements for recurrent government expenditures 
to minimize the resources available for capital ex-
penditures. The BOB resorts to this practice of 
manipulating its figures either to silence the pro-
testing agencies at the time, for authorization 
purposes (in parliamentary discussion), or for ex-
ternal purposes of meeting the requirements of fi-
nancial agencies and international funds (2, p. 
616) . 
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2. The budget is made and then remade during the fis-

cal year because of the fluctuations and uncertainties of 

revenues (1). 

As a result of the kingdom's dependency on foreign 

countries and the uncertainties of rain-fed agriculture 

in Jordan, accurate forecasting of revenues is virtually 

impossible, and the data clearly demonstrate that Finance 

Ministers often must freeze expenditures, especially in 

the capital budget, and remake the budget to reflect actual 

revenues. 

3. Supplementary budgeting is common because of the 

inability to accurately forecast costs of essential ser-

vices (1) . 

The patterns of expenditures in Jordan show that fre-

quently more money is spent for some programs than is 

budgeted. This occurs because cost forecasts are inac-

curate for a number of reasons, such as lack of statisti-

cal data, inflation, and the impact of change in interna-

tional markets. Supplemental budgeting is used to provide 

the funds in excess of the original budget. 

4. Payments for services and goods are frequently 

delayed because of cash flow problems (1). 

Since Jordan is dependent on funds from oil-rich Arab 

countries, any delay in payment from these countries forces 

the kingdom to withhold payments until funds are available. 
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For example, in 1971, Kuwait, Iraq, and Libya froze all 

financial assistance to Jordan because of the clash between 

the Jordanian army and the Palestinian Liberation Organi-

zation. A number of other such instances have already 

been discussed in previous chapters. Furthermore, during 

periods of crisis and war, which have been very frequent 

during Jordan's history, funds are frozen to meet the emer-

gency needs of the country. All of these conditions cause 

long delays in payments for services and goods. 

In addition, Jordan has a centralized governmental 

system, and its accounting and auditing procedures , as 

was seen in Chapter IV, hinder the flow of the financial 

and managerial processes. Delays in payments affect the 

closing of departmental accounts and, in turn, keep the 

finance and accounting department from assembling the 

financial data essential for rational budget-making and 

distributing them to other agencies. As a result, the 

making of the annual budget is frequently delayed beyond 

the time provided in the budget calendar. 

5. Debts are huge and floating (1). 

Deficit financing has been used extensively in Jordan 

to pay for development, and the national debt has continued 

to grow. Although all of the kingdom's national plans 

have called for an increase in domestic revenues in order 

to reduce the deficit, none of them has been successful in 
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achieving this goal. The constantly recurring necessity 

of spending large sums of national defense and of absorbing 

expenses caused by the influx of waves of refugees is one 

of the major reasons why Jordan has not been able to re-

duce its deficits or its dependency on other countries. 

6. Investments are often postponed because of insuf-

ficient funds (1). 

This generalization is true in Jordan although the 

kingdom has had periods of both feast and famine in reve-

nues during its history. In earlier years, lack of suf-

ficient funds forced Jordan to completely abandon some of 

its development plans. During the "feast" years from the 

mid-1970s until the early 1980s, Jordan received a great 

deal of assistance from the oil-rich Arab countries, but, 

even in these years, there was seldom enough money to fi-

nance all of the projects that had been planned because 

of inflation and underestimation of costs. As a result, 

projects frequently had to be postponed or abandoned al-

together because of insufficient funds. A recent example 

of such an event was reported in a Jordanian newspaper 

article in April, 1986, describing the abandonment of 

an incomplete $9 million shopping center in the suburbs 

of Amman because the project was underbudgeted and no 

supplementary funds were available (4, p. 2). Such 

postponements or abandonments are frequent in Jordan. 
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7. Criteria for approving the budget are mainly po-

litical in nature rather than technical, and political 

maneuvering is widely evident among departments regarding 

budgets (1). 

The fact that the Jordanian budget is divided into 

capital and current categories made and controlled by two 

agencies, the planning agency and the Minister of Finance, 

permits different interests to politic for their prefer-

ences in governmental actions and also allows departments 

to develop clientele-supported groups to assist them in 

the politics of budgeting. Furthermore, the fact that the 

planning agency may conflict with individual departments 

in the implementation of their projects further compli-

cates the problems of budgeting and administrative control. 

In his study Murrar states, 

Because of these shortcomings in estimates, re-
views, budget hearings, etc., the budget is prepared 
in an atmosphere of "guestimate" in the sense that 
the final appropriations are not based on sound ra-
tional bases. Lack of data and information on 
projects and programs, justification for new posi-
tions, etc., adds to the shabby way in which the 
budget is finally submitted to the Council of Minis-
ters. . . . Added to this is the influence of politi-
cal factors on both resources and allocation proce-
dures. . . . Consequently, the whole authorization 
process does not represent a guide to governmental 
policies and goals; it is an example of a fairly 
well-disciplined political machine under full 
power. . . . (2, pp. 620-622). 

8. Departments are less careful in preparing esti-

mates of needs because of the frequent changes in the budget 
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and because of the dominance of politics in the budgeting 

process (1). 

Outcome data concerning the planning and budgeting 

processes do not directly indicate whether this generali-

zation is true in Jordan. The data do show, however, that 

budgets are frequently remade during the fiscal year be-

cause of the uncertainties of revenue and that supplemental 

budgeting is frequently used to complete projects because of 

inaccurate forecasting of costs and changes in costs due to 

inflation and other external events. It can be inferred 

from these conditions that departments in Jordan are af-

fected as Caiden and Wildavsky (1) found in other develop-

ing countries. Murrar's (2) earlier study of budgeting in 

Jordan reported similar departmental conduct, and the 

results of the telephone interviews conducted for the 

current investigation indicate that this situation still 

prevails in Jordan. 

9. Human resources are scarce, and the lack of manage-

ment talent greatly affects the budgetary process (1). 

The analysis of national plans presented here shows 

that Jordan has had a difficult time implementing the 

projects and programs called for in its development plans. 

One reason for these difficulties and the failures in im-

plementing some programs has been lack of administrative 

and managerial talent. This lack of managerial talent is 

evidenced by the fact that the Jordanian government has 



228 

been forced to modify its strategy for implementing plans 

under each of its five-year plans. Since the early 1970s, 

increasing employment opportunities in the neighboring 

oil-rich countries has led many of those Jordanians with 

managerial and technical skills to take jobs abroad, 

resulting in manpower shortages in the kingdom. The short-

age of key personnel has also forced salaries of govern-

mental employees up, which, in turn, has had a serious im-

pact on the budgeting process. 

10. Each governmental department and division at-

tempts to obtain earmarked funds and to keep any surpluses 

for itself (1). 

Outcome data concerning the planning and budgeting 

processes in Jordan do not indicate whether this generali-

zation is true. Evidence was found that agencies sought 

funds from contracts with the planning agency to carry 

out programs budgeted in the capital budget. There is 

also evidence that the DOB allocates funds on a quarterly 

basis so that the Minister of Finance can control the ex-

penditures of various departments and that agencies attempt 

to make use of the allocation procedures to serve their own 

purposes (2, p. 624). Murrar's earlier study reported 

directly on this point as follows. 

Not all revenues of the public sector are included 
in the budget document. This lack of comprehensive-
ness of the budget as to the inclusion of all reve-
nues is manifest in the present system of "closed 
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departments" which keep some of their revenues for 
their own use without incorporating them in the 
budget receipts. . . . Since some of the resources 
of these ministries are not included in the budget 
receipts, it becomes evident that some of their 
expenditures remain correspondingly outside the 
budget control as well (2, p. 598). 

In the telephone interviews conducted for this study, 

key planning and budgeting officials agreed that this 

generalization is true in Jordan. 

As previously stated, the researcher conducted tele-

phone interviews with five key planning and budgeting of-

ficials in Jordan: a) a former prime minister who had 

earlier served as the Minister of Finance and who at pres-

ent serves as president of the House of Notables (Senate), 

the upper chamber of the Jordanian National Assembly; b) 

a member of the Ministry of Finance; c) a member of the 

Ministry of Planning; d) a member of the Jordanian Insti-

tute of Public Administration (IPA); and e) a member of 

the Central Bank of Jordan. The interview with the IPA 

official was included in order to obtain an opinion from 

an operating agency. It was also believed that a member 

of this organization should have greater understanding of 

the planning and budgeting process since it offers training 

for many public agencies in Jordan. 

Letters were mailed approximately three weeks before 

the telephone calls were made in order to inform the of-

ficials of the subject of the interviews. Copies of the 
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letter and of Caiden and Wildavsky's (1) generalizations, 

which were also included, are shown in Appendix A. 

During the telephone interviews, the researcher asked 

each of the officials to respond to the generalizations 

formulated by Caiden and Wildavsky (1). All five of the 

officials basically agreed that competition for scarce re-

sources exists in Jordan and that this competition creates 

tensions between agencies. Even though many of the inter-

viewees were hesitant to respond directly to some of the 

questions (such as generalization 7, describing political 

conflict between agencies, and generalization 10, describ-

ing how some departments attempt to obtain earmarked funds 

and to retain surpluses), when asked as a conclusion 

whether they generally concurred with the generalizations, 

all of them agreed that they were applicable to Jordan. 

Several also pointed out that, as a result of the recent 

recession, the problems described in Caiden and Wildavsky's 

book (1) are very evident, and Jordan faces major diffi-

culties in financing its development programs. 

The second purpose of this research was to assess the 

impact of governmental expenditures on national develop-

ment. Specifically, an attempt was made to determine 

whether national expenditures for development during the 

last fifteen years significantly affected the growth of 

the kingdom's gross national product. Additionally, an 
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attempt was made to identify which government expenditure 

area(s) made the greatest contribution to the GNP. 

Several problems arise in making such an assessment. 

First, there is no agreed-upon theory regarding economic 

development--in fact, there is no agreement as to the 

definition of "development" in general. Second, there is 

no simple objective criterion of development against which 

to validate measurement devices. 

In light of these difficulties, the researcher at-

tempted to assess the statistical significance of govern-

mental expenditures in four specific areas in Jordan between 

1970 and 1984. The four expenditure areas studied were 

transportation and communication, economic development, 

social services, and culture and informational services. 

The specific expenditures under each of these areas were 

discussed in Chapter I. A series of empirical models was 

utilized to analyze the contributions of each governmental 

expenditure area to the GNP of Jordan, and a combined mea-

sure of governmental expenditures (i.e., a combined measure 

of transportation and communication, economic development, 

social services, and culture and informational services ex-

penditures) was developed in order to reveal the impact and 

significance of governmental expenditures, as a combined 

measure, on the GNP. 

The findings from the statistical tests showed a sig-

nificantly strong positive relationship between governmental 



232 

expenditures and the Jordanian GNP. Results of the sta-

tistical tests also indicate that the areas of economic 

expenditures, social expenditures, and culture and informa-

tional expenditures are statistically significant pre-

dictors of growth in Jordan's GNP. These results can be 

interpreted to suggest that, as both economic and social 

services expenditures increase, the Jordanian GNP increases, 

while culture and informational service expenditures and 

the GNP were found to be inversely related—that is, growth 

in Jordan's GNP is associated with a decline in cultural 

and information expenditures. 

Taken together, these findings indicate that government 

expenditures have had a significant impact on development 

in Jordan and that expenditures for social services make 

the greatest contribution to an increase in the Jordanian 

GNP. Although the results of this study suggest that Jordan 

has been able to promote development, it cannot be con-

cluded that all developing countries can by their own ef-

forts promote development. Jordan is in many ways unique 

as a developing country in that many adversities have 

tended to work to its advantage. Its position as a front-

line country against Israel has brought other Arab countries 

to its defense. Because Jordan serves as a buffer between 

many of the oil-rich Arab states, these Arab countries have 

been able to invest large sums of capital in Jordan's 
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development. This has enabled the kingdom to adopt a "big 

project," high capital cost strategy of development that 

most developing countries would never achieve. 

In addition, the floods of refugees that have followed 

each of the Middle Eastern wars have created huge demands 

for governmental services and programs. These demands, in 

turn, have forced the government to expand and modernize in 

order to meet its challenges. The shortage of jobs and 

resources forced many Jordanians to seek employment oppor-

tunities abroad, which exposed them to other cultures and 

helped to bring about change. The fact that Jordan has had 

a relatively stable government throughout its history has 

given its political elites an opportunity to pursue develop-

ment and modernization during periods of peace in the region. 

Even its lack of oil reserves has worked to Jordan's advan-

tage. Jordanians have not enjoyed the promise of great 

wealth from these resources and, as a result, have had to 

work harder to ensure a better future. Jordanians extol 

education because it can lead to better employment oppor-

tunities and a more prosperous future. Jordan is unique in 

that it has never suffered many of the problems of other 

developing countries, such as insufficient food, starva-

tion, military coups, and lack of capital for self-

development. The uncertain and unstable environment in 

the country has been manipulated by its political elites to 
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its advantage. The test Jordan now faces, in the current 

period of declining oil prices, is whether it has the 

ability to continue planning for development and moderniza-

tion. This is especially difficult in an era when the king-

dom cannot count on receiving as much assistance from its 

Arab neighbors as it has in the past. 
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September 4, 1986 

Dear Sir: 

I am a Jordanian student completing a Ph.D. 
dissertation at North Texas State University on the subject, 
"Planning and Budgeting in Jordan," and I need your help to 
verify the findings. Specifically I have compared Jordanian 
plans and budgets over the past fifteen years to see if the 
generalizations made by two other scholars, Caiden and 
Wildavsky, are applicable to Jordan. Would you please read 
the following generalization about planning and budgeting in 
developing countries and advise me if they are true in 
Jordan. I will call you in the near future in order to 
expedite my research. 

Thank you for your assistance. I should be returning 
to teach at Mu'teh University as soon as I finish the 
dissertation, and I shall be happy to send you a copy of the 
dissertation. Thank you again. 

Sincerely, 

Sulieman Al-Lawzi 
NTSU, Box 9617 
Denton, Texas 76203 
U. S. A. 
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GENERALIZATION ABOUT PLANNING AND BUDGETING 
IN DEVELOPING COUNTRIES 

Caiden and Wilavsky, two scholars, made the following generalizations 
about planning and budgeting in developing countries. Please indicate if 
they are applicable to Jordan. 

1. Since revenues are unpredictable and may fluctuate greatly, 
estimates of revenues are kept low, and estimates of expenditures high by 
ministers of finance, (a) true in Jordan (b) not true in Jordan 
(c) comment 

2. The budget is made and then remade during the fiscal year because 
of the fluctuations, and uncertainty of revenues. 
(a) true in Jordan (b) not true in Jordan (c) comment 

3. Supplemental budgeting is common because of the inability to 
accurately forecast costs of essential needs. 
(a) true in Jordan (b) not true in Jordan (c) comment. 

4. Payments for services and goods are frequently delayed because of 
cash-flow problems. 

(a) true in Jordan (b) not true in Jordan (c) comment. 

5. Debts are huge, and floating. 
(a) true in Jordan (b) not true in Jordan (c) comment 

6. Investments are often postponed because of insufficient funds, 
(a) true in Jordan (b) not true in Jordan (c) comment 

7. Criteria of approving the budget are mainly political in nature 
rather than technical, and political maneuvering is widely evident among 
departments regarding budgets. 
(a) true in Jordan (b) not true in Jordan (c) comment 

8. Departments are less careful in preparing the estimates of needs 
because of the frequent changes in the budget and because of the dominance 
of politics in budgeting process. 
(a) true in Jordan (b) not true in Jordan (c) comment 

9. Human resources are scarce, and the lack of management talent 
greatly affects the budgetary process. 
(a) true in Jordan (b) not true in Jordan (c) comment 

10. Each governmental department and division attempts to obtain 
earmarked funds and to keep any surpluses for themselves. 
(a) true in Jordan (b) not true in Jordan (c) comment. 
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SET LISTING 'SULREG.LIS'. 
DATA LIST 

/YEAR 1-4 ECOEXP 5-10 SOCEXP 11-15 CllLTEXP 16-20 CMTRNEXP 21-25 
GNP 26-32. 

BEGIN DATA. 
19700125941021601713025210187000 
19710100210943601699016530199330 
19720197840992201717026120221040 
19730279301085702444026400241170 
19740314821837302580030960309370 
19750496462393104288080110342500 
19760438233165904509156780542500 
19770875943554506646178440623500 
19781068554091307309212370727300 
19791150555614408642355700811800 
19801421126368707676326381185300 
19811514407942510541304051184200 
19821510799453512792317911675400 
19831502168419609468324471780200 
19841683199010514264257891852000 
END DATA. 
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