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Abstract

This thesis considers the political economy of @rdzetween Jordan and the
United States. In so doing a number of questioasaaked regarding the national
interests which have led to the facilitation ofabdral trade, the nature of
contemporary trade and market integration as welthe impacts of these on
inter-state cooperation. Throughout this thesis ible of Jordanian and US
engagement in international institutions is congdeand conclusions formed

regarding the utility of these in trade relationsl anter-state cooperation.

It is found that the Jordanian government’'s kegrests over the past decade or
so have been the pursuit of economic growth andilgya It is also found that
these interests have been pursued through ecomefaren at the domestic level
and trade liberalisation through internationalitngbns at the international level.
It is also concluded that the United States is yoagsa number of key policy
goals in the Middle East and North Africa. These agecuring sustainable access
to the region’s resources, gaining greater accesthd region’s markets and
achieving inter-state cooperation with MENA statiess demonstrated that the
United States is pursuing these goals by encougagiates in the region to
engage in international institutions and liberalisale with each other and with
the United States to increase economic integradioth inter-state cooperation.
The convergence of the two states’ policy diredidms led to inter-state
cooperation in the facilitation of trade betweerddm and the United States.

In order to assess the current nature of contempdrade between Jordan and
the United States and what the impacts of intdestaoperation have been, trade
in three economic sectors has been studied. Iltermodstrated that trade in
textiles and clothing, a low value-added manufaetusector, has significantly
increased since the process of trade liberalisdiggan in 1997. However, this
form of trade almost exclusively consists of expdrom Jordan to the United
States. Trade in pharmaceutical products is algdied. It is found here that,
while bilateral trade in these goods does exis$s, firm of economic activity is

quite limited and has not greatly increased in plost-liberalisation era. Thus



economic integration has been limited in these Wigle added goods. The
study is taken further when trade in financial smy is considered. The
conclusion here is that this form of trade is exieéy limited and has not been
impacted upon in any significant way by inter-sted®peration and engagement

with international institutions.

The overall conclusions are that Jordan and théedritates as state actors have
engaged with international institutions and libesed bilateral trade in the hope
of pursuing national policy goals. The impact, heare of international
institutions and trade liberalisation on economiovgh, economic integration,
interdependence and inter-state cooperation has lbeded. Some significant
growth in trade has occurred, but only in certadtsrs, and some economic
growth in Jordan has been witnessed as a resulvetkr, wide-ranging
integration between the two markets has not ocduregause non-state actors are
largely not engaging with trade and economic dstilietween the markets.
Furthermore, inter-state cooperation has beenigtsirto specific economic
issue areas. It is found that the utility of inefanal institutions and trade
liberalisation in this case is restricted by theragy of non-state actors and their

roles in trade and market integration.

The originality of this thesis lies in both whatsdied and how it is studied. In
short, this study attempts to address a gap in liREature which, broadly
speaking, discusses Jordan and US-Jordan tradiemslaFurthermore, this study
acknowledges the Trans-Atlantic divide in IPE aheé telated contemporary
debates but remains free from advocating one orother camp. Instead a
reflective approach is adopted in the use of @ilititberal institutionalist theory
which remains free from these constraints and d@geh non-western-centric
approach.
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The title of this thesis was developed in ordgpdaray the focus of this thesis as
well as to indicate the disciplinary framework viitlwhich this study takes place.
In so doing the intention was not to define thisearch project simply as a
narrow study of one form of relations between twaies. In fact the opposite is
true. It is the hope of the author that the readidrunderstand from the initial
encounter with this thesis through its title thatis a broad assessment and
analysis of a number of contemporary processesralated actors. Thus this
thesis assesses and analyses the political ecoabtrgde relations between the
United States of America and the Hashemite Kinga@édordan (hereon referred
to as the United States and Jordan respectivetijjimthe disciplinary framework
of International Political Economy (IPE) using atical liberal institutionalist
theoretical approach — note that this is naealiberalapproach and is not based

uponneoliberal ideology

The purpose of this study is to understand and eftplanations of contemporary
change in the relationship between the United Stael Jordan. This is done by
examining the United States and Jordan as statesaatd as markets comprised
of non-state actors. Furthermore, this is donetbglying state relations and the
subsequent impact upon the framework within whiah tivo markets interact as
well as studying the actual interaction of the netéskthrough the activity of non-

state actors. This thesis also addresses the is@mik of these elements of
change and develops a set of predictions and [jpésas for both state and non-
state actors pertaining to the future of US-Jorttade and wider political and

economic relations.

The hypothesis tested is grounded in liberal malitand economic thought and
holds that trade liberalisation between JordantaedJnited States has and will
continue to lead to greater levels of bilaterablétaeconomic growth, greater
economic integration and subsequently an increageter-state cooperation. In
this endeavour four core research questions areessketl. The first question
considers whether or not trade liberalisation tglouhe engagement with
international institutions in the forms of interiwaial organisations (I0s) and

trade regimes leads to greater levels of trade dmtwlordan and the United
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States. The second core question considers ifegréatels of trade have led to
greater levels of bilateral market integration. Tied question then asks whether
increased trade and market integration have rebsulte greater state-level

cooperation between Jordan and the United States.fifal research question
considered in this thesis asks what the interdstiseotwo state actors have been
with regards to their bilateral relations and ifeske are met as a result of

contemporary trade between them.

This thesis is presented in three main sections,fitlst section of which is
chapters one and two. Together these chapters lisktathhe disciplinary
framework within which the study takes place, almel theoretical approach and
research methods used. The second section therthegsepproaches outlined in
chapter two to examine relations at the state Jassessing relations and policies
determining how the United States and Jordan @e sictors) have shaped the
framework within which trade takes place. This mectthus contains two
chapters, one studying Jordanian domestic, foreigt trade policy and one
studying US foreign and trade policy (the inclusimihndomestic policy in the

former is explained below).

The third section of the thesis uses the theotedigaroach and research methods
established in chapter two to study the actuaktratations between the US and
Jordanian markets. This is done by studying norest&tors as well as state
actors and their roles in three economic sectoc the interaction of these
sectors in the two markets. This section consistsree chapters each addressing
one economic sector (outlined below). It must béedohere that the three
chapters in this section each draw upon variouspom@nts of the conception of
critical liberal institutionalism which is outlinesh chapter two. However, the
analyses in these chapters in some ways constitditeidual elements of the
overall theoretical analysis. As such they do restessarily draw upon all of the
elements of the theory used here. The conclusmesth of these chapters will,
however, draw the analyses together into an ovénalbretical analysis. The
second and third sections of this thesis are basedcertain extent on primary
data collected on field research trips to Jordhge, Wnited States and Geneva,

Switzerland. A conclusion follows this third maiecsion of the thesis.
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The first chapter critically assesses the discguiinframework within which the
remainder of this study takes place. Chapter onthus entitled ‘Twenty-First
Century International Political Economy: Towarddlew Understanding of US-
Jordan Relations.” The aim of this chapter is tiwoduce and engage with the
debate within IPE regarding the nature of the gisoe in the early twenty-first
century and how relations between the United States aedviiddle East and
North Africa (MENA) region (including US-Jordan ations) have been
included and review relevant literature. It traces the emaece of the debate
between the two main schools within IPE (discudseldw) from the 1990s and
highlights the short-comings of a discipline whichs to some extent failed to
keep pace with a changing international politicebreomy and changing US-
Jordan and US-MENA relations. The argument in thapter is that IPE has
been dominated by an orthodox or hegemmeicsionof the discipline which is

mostly, although not exclusively, rooted in the atdemy’

There have been significant efforts to develop aeneeterodox discipline and
this thesis contributes to what has been termega’ IPE? However, this is not
done by defending one of the two main IPE campscamtributing to it. Rather,
in this thesis the nature of IPE is introduced idep to give an overview of the
discipline as a whole but this study intentionakynains outside of the Trans-
Atlantic debate (discussed below). This is donerémain free from the
constraints of this debate and to focus on thectopstudy. Furthermore, chapter
one argues that the study of the MENA region andMENA relations have
been relatively limited in IPE and often state- aondflict-centric. The discussion
in this chapter then offers suggestions as to Hmvelements of IPE which are

problematic are addressed in this thesis.

! Cohen, B. J., 2008International Political Economy: An Intellectual $tory, Princeton:
Princeton University Press.

2 Halliday, F., 2005The Middle East in International Relations: PowEnlitics and Ideology,
Cambridge: Cambridge University Press.

¥ Murphy, C., and Tooze., R (eds.), 199he New International Political Economoulder:
Lynne Reiner Publishers, p: 4.

* Gills, B., Forum: Perspectives on New PoliticabBomy: Re-orienting the New (International)
Political Economy, ilfNew Political Economy2001, Vol. 6, No. 2, pp: 234-236.
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Chapter two is simply entitled ‘Theory and Methodshd develops the
conclusions in chapter one by defining the thecattapproach and research
methods used here. The theoretical approach usetisnthesis is a critical
version of liberal institutionalism. This chapteisaisses the development of
liberal institutionalism in IPE demonstrating hoWwetapproach addresses the
weaknesses of traditional IPE and studies of US-MEkelations. The
development of a critical version of liberal ingtibnalism is also presented
outlining the specific theory and key concepts usethis thesis. A key element
of this project is the study of tangible and nongiiale institutions (discussed in
detail in chapter two) and the role of these inpsing bilateral trade, market
integration and cooperation. The focus here isoomal institutions — both state
and non-state — more tharformal institutions. This is for a number of reasons,
both by design and by necessity. This project isedaon a number of
assumptions within liberal institutionalist theampich places emphasis on both
types of institutions at certain times and in daralaces. However, in order to
complete a study of this type it is necessary tplamsise formal institutions more
than informal ones. The hypothesis to be testettisresearch project and the
core research questions asked tend to focus moferml institutions and their
impacts. Thus it is not within the remit of thisopct — which is limited in terms
of size and scope — to discuss at great lengthrmrgbinstitutions in place of
formal ones. Furthermore, the availability of andcess to information on
informal institutions is limited, in part due to ethsensitive nature of the

constraints and impacts of informal institutions fam example, decision makers.

The remainder of chapter two then develops a disocnsof the advantages and
weaknesses of quantitative and qualitative metlobdssearch. The combination
of these two types of methods is rationalised &wednethods of research used in
this thesis to collect, analyse and present datawattined.

Chapter three examines Jordanian domestic, for@mghtrade policy since the

1990s. The core focus of this chapter is a disoussf how changes in the

domestic and international economic and politigddeses have encouraged dual

14



processes of reformThis chapter therefore studies how processes liticab

and economic reform have interacted, resultincheaggrimacy of the latter over
the former leading to contemporary Jordanian fare&igonomic policy aimed at
facilitating trade through engaging with internaib institutions. The change in
Jordanian foreign economic policy and economicrrefat home, it is argued
here, are a result of changes in demands and aoristr largely economic in

nature - on national interests.

The following chapter presents a discussion of ghan US foreign and trade
policy since the early 1990s and how these ardegkln political and strategic
policies and interests. This chapter argues thatdd&gn and economic policies
are in fact largely one and the same&urthermore, the United States has,
throughout its history, used economic and politjgalicies in conjunction with
each other in order to pursue various interestiénMENA region. Since the
1990s there has been a change in foreign and edoroticy to the region
exemplified by the drive towards bilateral econonmtegration through trade
liberalisation” An analysis of the state-facilitation of tradevbeen the US and
Jordanian markets is then presented outlining Hsvrelates to broader US trade
facilitation. The analysis in the preceding chaptecomplimented by chapter
four completing the analysis of state involvememtshaping the framework

within which trade between the two markets takesel

It must be emphasised at this point that this studyle seeking to discuss the
political economy of trade between the United Stated Jordan by looking at a
range of state and non-state actors, explores ftiypes of actors in differing
detail. As is discussed further in chapter twoJuaghity of actors is assumed in
the theoretical framework which is used in this stee Furthermore, the

assumption is made that no single form of actor urasersal primacy over all

> Abu-Hammour, M., 2005Jordan’s Economic ReformsAbu Dhabi: S.n.; Singh, R.,
Liberalisation or Democratisation?: The Limits afliical Reform and Civil Society in Jordan,
in Joffé, G. (ed.), 200ordan in Transition: 1990-200Qondon: MacMillan Press, pp. 66-90.

® Ward, A., US Policy to the Middle East: Utopianismd Realism|ISS Strategic Comments
January 2003, Vol. 1, Issue 1, p: 2.

" Rosen, H., Free Trade Agreements as Foreign P@lmjs: The US-Israel and US-Jordan
FTAs, in Schott, J. J. (ed.), 200Bree Trade Agreements: US Strategies and Priorities
Washington: Institute for International Economics.
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others. Thus, within this project it is claimed ttha order to understand the
complex relationship between Jordan and the Urfttiedes as both state actors
and markets of non-state actors we must discussanalyse a range of actor
types. These non-state actors will include MNCadér associations and IGOs.
However, the roles of the various state and note-saators in trade between

Jordan and the United States differ in charactdradten in significance.

As this study progresses state actors are seavedn important role in defining
the framework in which bilateral trade takes pladen-state actors are discussed
in detail as a whole. However, no individual noatstactor receives as much
attention as the individual state actors discus$éd. result of the difference in
levels of discussion between state and non-statsashould not be seen as
either an assumption of the primacy of the statachsr or a conclusion of state

actor primacy. This point is taken further in tlmclusion.

The final section of the thesis begins with chafiter which is entitled ‘Bilateral
Trade in Textiles and Clothing.” The trade relaiastudied in this chapter are
situated in a low value-added, labour-intensive ufacturing sector which is
dominated by non-state actors (corporations andtimatibnal corporations)
operating in the Jordanian market and exporting tfeods to the US market and
so the classification of the exports as being ‘doran’. This chapter aims to
study how US-Jordan textiles and clothing tradeti@hs have changed as a
result of state facilitation of trade and discudsioh actors are involved in this
trade as well as explain the impact of internatianatitutions. The chapter
demonstrates that the change in state policy hdsahaignificant impact on

change in non-state actor activity between thervaokets in this sector.

Continuing the analysis of trade relations and marktegration, chapter six
examines both the nature and level of trade inrpheeutical goods between the
US and Jordanian markets. The discussion devel@psxamination of how the
change in regulatory framework within which tragkes place has begun to
reshape the interaction between the two sectotiseiniwo markets. In doing so,
the assessment of the political economy of tradetions between the United

States and Jordan is developed by analysing whabealassed as a second form
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of trade activity. This form of trade takes placea high value-added, capital
intensive and high-technology manufacturing secitis chapter demonstrates
that this form of trade is characterised by low mdre even levels of trade in
value terms but dominance by the United Stateseberchining the framework
within which the bilateral trade takes place. Ferthore, this chapter examines
how the World Trade Organisation (WTO) negotiategieament on Trade-
Related Aspects of Intellectual Property Rights IH$} has shaped both bilateral
trade in pharmaceutical products as well as theaureabf the Jordanian
pharmaceutical sector. This analysis is develope@xXamining the significant
differences between TRIPs regulation of the phaeutcal sectors and the
Jordan-United States Free Trade Agreement (JUSWIMgh embodies so-called
TRIPs-Plus provisions (which are far more stringdran TRIPs provisions as

agreed upon at the WTO).

Chapter seven completes the analysis of marketartien and the nature of
contemporary trade between the United States arthddy assessing bilateral
trade in financial services in the form of bankiagd insurance services. This
chapter considers another high value-added andatapiensive sector and
demonstrates the limits to the trade liberalisatidnch has been facilitated by
the US and Jordanian governments. As is the casbapters five and six this
chapter is based largely on primary data collectadng field research and
considers the activity of non-state actors and exesn the institutional

framework within which they operate. The generadelations and argument of
this chapter are that despite the increasing iotiera and rising trade levels
between the two economies, the low levels of tiadaancial services prevalent
in the pre-2000 period persist today. The signifezaof this lack of trade activity
lies not in contemporary economic opportunitiesngenissed but in the overall
potential for US-Jordan trade and the limits to thegpacts of international

institutions.

The conclusion to the thesis draws together thdyses of the previous five
chapters within the framework established in chapt@e and two and presents a
discussion answering the core research questionéscission of the hypothesis

tested in the thesis is also presented and a nuaftsgnificant conclusions are
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made with relevance to the political economy oflérdetween the United States
and Jordan and what this demonstrates for theduwtitJS-Jordan relations and

the role of trade liberalisation and economic inéign in these relations.

Originality and Relevance

This thesis, while complex and ambitious in somgsyés relatively particular in
terms of its originality and its relevance. In thest instance there are several
easily identifiable elements of this thesis whichke it original in terms of what
is being studied and the disciplinary and methogiokl approaches used. Studies
of international political economy which have imbhd Jordan as either a state
actor or market of multiple actors are limited ianmber (discussed in chapter
one). Furthermore, no study has considered exdlysthe political economy of
trade relations between the United States and domdathe post-2001 era.
Therefore this study addresses a topic which haseen previously engaged
with. Work done by academics in IPE and InternatidRelations (IR) as well as
MENA Studies have discussed relations between thi#etd States and other
MENA states and have examined the political econamhytrade relations
between these states. However, Jordan has beeslylaagcluded from these

discussioné.

In one sense, therefore, this project contributies hody of literature by bringing
Jordan into the discussion. It is also the caser#search done on US-MENA
relations tends to revolve around the issues airggcand conflict - or what in
traditional language is called high polititsOther studies have focused on
political economy or other issue areas such aslolewvent or environmental
studies - or what is termed low politics in traslitdl languagé® However, the
endeavour of combining the study of high and lovitios by looking at the
relationship between the two in US-MENA relatioasidt a common occurrence.

8 See Oren, M., 200ower, Faith and Fantasy: America in the Middle £ak776 to the
PresentLondon: W. Norton and Co Ltd.

° See Hobbes, T., 1996eviathan Cambridge: Cambridge University Press.

19 See Keohane, R., and Nye, J., 1Ha\wer and Interdependence: World Politics in Tréiosi,
Boston: Little, Brown and Company.
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This study is also original in this sense as itnex&s both issues of high and low

politics and how they relate to each other in ti&Jdrdan relationship.

A third way in which this study is original is ihé way in which it is founded in
the IPE discipline. Debates over the Trans-Atladiidde in IPE between what
are loosely termed the American and British schanis constant and well
documented! Furthermore, IPE as a discipline has harboureslaively lively
debate about the nature of orthodox IPE within b&thools since the early
1990s. However, often ignored as a result of tliebates are links between what
constitutes IPE and what is left out. Here, studiethe MENA region have often
been excluded from what is considered as relevaPkE unless seen from a
western-centric perspective. In other words thermdtional political economy of
the MENA region is often seen as only being imparta worthy of discussion if
it complements a broader discussion on westernrsaao issues, or if it
contributes to the defense of one of the two mahosls'? Perhaps too great a
focus has been given to the American and Britistoals of IPE and the divide
between them (and bridging this divide) that othetentially emerging schools

are ignored.

It is possible that a school of IPE which focusesissues of relevance to the
MENA region in its own right and is done from a neastern perspective will

emerge and have much to offer the discipline in ftitare. This project thus

highlights the mainstream debate within IPE regaydthe nature of the

discipline, drawing upon the work of scholars sashRoger Tooze and Craig
Murphy,*® Benjamin J. Cohelf, Mark Blyth*®> Susan Strand®and Barry Gills'’

but unlike other studies does not choose one dideeoargument to reinforce.

1 Dickens, A., The Evolution of International Palial Economy, irinternational Affairs 2006,
Vol. 82, No. 3, p:480.

12 See for example, Lawrence, R., 200%6,US-Middle East Trade Agreement: A Circle of
Opportunity,Washington: Institute for International Economics.

3 Murphy, C., and Tooze, R., (eds.), 1991.

“Cohen, B. J., 2008.

15 Blyth, M., and Spruyt, H., Our Past as Prologa&roduction to the Tenth Anniversary Issue
of Review of International Political Economy, Review of International Political Economy
2003, Vol. 10, No. 4.

18 strange, S., 1995, Political Economy and Inteameati Relations, in Booth, K., and Smith S.,
International Relations Theory Todagambridge: Polity.

" Gills, B., 2001.
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Instead, the debate is introduced and describedheutisciplinary discussion

concludes at that point in chapter one. What fallasvan IPE study that attempts
to remain free from the constraints of the Trankwitic divide and pursues an
original project which is perhaps closer to an egimgr MENA school of IPE.

A further realm in which this research project istidct is in the theoretical
approach used and the theoretical questions raeddanswered. Trade as an
issue of study in IPE has more often than not ldtaa liberal theoretical
approach. This is because liberalism as a broadosaf thought encompasses
many analytical principles and theories which allw the study of political
economy, of which trade is a key issue dfeliberal approaches unlike others
allow for the study of multiple actors at multidievels of analysis and for the
study of multidimensional issues and proced8ekhe study of trade usually
necessitates the study of state and non-statesaatothe domestic, state and
international levels and relationships charactédrigg complex interdependence.
Thus the explanatory richness of liberal approadkesery well suited to the
study of trade and other issues in IPE. This théses not attempt to break with
this tradition nor defend it. Rather this thesisptoys a slightly amended and
critical version of a liberal approach - in thisseaa critical version of liberal
institutionalism. While it cannot be claimed thhetexact conception of theory
employed in this project (as outlined in chaptep)vis entirely unique, it is
possible to claim that the application of the vemsof this theory to study the

political economy of trade between Jordan and thield States is unique.

At a more fundamental level the theoretical questiasked here are at the same
time concise yet overarching. In this thesis commassumptions made in liberal
institutionalism regarding the effects of the ci@atof international institutions
and the way in which they operate are examined.sTémme of the basic
principles of the approach are questioned. In tist instance basic principles

such as the assumption that free trade as guadatitegugh the creation and

'8 Baldwin, D. A., 1993Neorealism and Neoliberalism: The Contemporary Debidew York:
Columbia University Press.

9 See Keohane, R., Neoliberal Institutionalism: Adpective on World Politics, in Keohane, R.,
1989, International Institutions and State Power: Essagsinternational Relations Theory
Boulder: Westview Press.
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operation of liberal institutions - both 10s andeimational regimes - leads to
greater levels of trade are not assumed but insieadjuestioned. The result of
this process is that the basic principles of thenception of liberal
institutionalism used here do not entirely matcbhsth in mainstream liberal
institutionalism. It must be noted, however, thaistprocess is ongoing
throughout this thesis and while introduced in ¢bapgwo is not entirely
complete until the concluding chapter. In this whis element of the thesis is
original in two ways. Firstly, in the sense thae thasic principles of liberal
institutionalism are questioned in the way thaythee and secondly, in the sense
that this thesis while answering certain questicatsout the US-Jordan

relationship also serves as a test of certain dtieat concepts.

As discussed in more detail in chapter two, the ception of liberal
institutionalism used in this thesis differs fronoma traditional institutionalist
approaches in two main ways. Firstly, while a keguamption here is that actors
have interests and they take courses of actiomdardo pursue these interests it
is argued that these interests and subsequenhaaie not necessarily rational
nor do they necessarily come as a result of raticalgulation in conditions of
perfect information. Secondly, while cooperation imernational relations
through international institutions is a plus-sunmgahere it is believed that there
are multiple levels of relations between multiptéoas, some of which are zero-
sum and some of which are positive-sum games. Weealh result, however,
once these levels are combined is a positive-sumegahere absolute gains can

be achieved.

It is perhaps worth highlighting at this stage ti&t research methods used in this
thesis and the combination of different types othuds at various moments in
the project are not necessarily original. Furtheenmahere is no claim to
originality with regards to the research methodsduseyond the unique nature
of the interviews conducted on the four field resbkatrips. Here, two trips to
Jordan, one to the United States and one to Gefsvitzerland were carried out
in order to gather information from state and ntatesactors not readily available
from elsewhere. The interviews conducted do remteaa original element of

this thesis and the questions designed and the waykich the interviews were
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carried out also are unique. However, the otherhous used to collect and
analyse information were not unique but insteadetbaispon a vast body of
literature pertaining to social science researcthous (this literature is reviewed
and discussed in chapter two).

The relationship between Jordan and the UnitedeStatoften ignored (perhaps
for reasons such as the perceived small size afadoin terms of population,
economy, military power and so on) and attentiond p@ the relationship
between the United States and larger MENA actoth s1$ Egypt, Iraq or Saudi
Arabia?® However, the Jordan-US relationship is extremedgartant and should
not be underestimated. In the post-9/11 era thdednbtates has pursued a
number of more revisionist policies in the MENA i@g the 2003 invasion and
occupation of Iraq being the most obvious examplé.the aim of a research
project is to analyse the impacts of forced regohange in a Middle Eastern
state it would be useful to examine the US-Iragflainand relationship. In the
same manner it is useful, and perhaps essentislutty the political economy of
trade between Jordan and the United States if imeis to understand the
changing nature of US-MENA trade relations and hioi impacts upon broader
relations through processes of interaction andgnatéon. This is because the
state-level framework established by the JUSFTA ftiade and economic
interaction and integration between Jordan andJthieed States was the first of
its kind between the latter and an Arab MENA statee JUSFTA has acted as a
model for further regulation of trade and thus nearinteraction between the
United States and other MENA states and represieatirst step on the path to a
desired US-MENA FTA.

Understanding the state-level facilitation of tram#ween Jordan and the United
States by examining government policy goals andsoets as well as the nature
of market interaction and integration is esserntialinderstanding the directions

in which relations between the two are going. Andenstanding of this

% See for example: Little, D., 200Bmerican Orientalism: The United States and the d\id
East Since 1948 ondon: |.B. Tauris & Co. Ltd.
L Simons, G., 200Future Iraq: US Policy in Reshaping the Middle Edsindon: Saqi Books.
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relationship and the directions it may take wikalbe useful in understanding

changes in US-MENA as well as Jordan-MENA relations

While this thesis is relatively broad and encompass large number of actors,
issues and processes in the contemporary relatpmstween Jordan and the
United States there is much scope for further stkdgtly, this study has focused
on three different market sectors in order to ex&nthe nature of trade between
Jordan and the United States. Within these sec{dmsv value-added

manufacturing, high value-added manufacturing aigth ralue-added services)
there is room for the study of other goods andisesv This could further

enhance the understanding of the nature of tradlwelkae the two states and
reinforce (or perhaps even undermine) the conahssigresented in this study.
Secondly, this study has examined US-Jordan rektaver a relatively short

period of time - mostly since 1999. Thus the cosidnos formed are for a

relatively short period of time in the years imnedly after a number of key
changes in state-level cooperation and interadigimeen the two states. Further
studies of the political economy of trade betweerddn and the United States

would therefore be useful in the future as thetbik relationship develops.

As discussed above, studying the political econoimlyade between Jordan and
the United States offers useful insights into botintemporary US-MENA and
Jordan-MENA relations. It would be interesting ars®ful to study and perhaps
compare the political economy of trade betweenalo@' the United States and
other MENA states. Furthermore, there are imploseti of Jordan-US trade
relations on the endeavour to create a US-MENA FFiture studies could
analyse why and how this broad ranging alteratiorthie framework of trade
between the MENA region and the United States camgtrge and what its
impacts could be, based on the analysis in thidystAnother element of this
thesis which could be taken further in future stgdis the greater inclusion of
informal institutions on actor behaviour. This is element which due to the
reasons briefly outlined above is not includedhis thesis as much as the impact
of formal institutions. One might note that a dssion of informal institutional

relations would be more appropriately developedhwita constructivist
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framework. Further analysis of the roles of nonestctors in Jordan-US trade

relations would also prove useful in future reskarc
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Chapter One

Twenty-First Century International Political
Economy: Towards a New Understanding of US-

Jordan Relations
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Introduction

This chapter considers the development and conteamppature of the discipline
of IPE and how the discipline includes the studycohtemporary relations
between the United States and the MENA region,Jamdan in particular. In the
case of the former, the purpose of the discussida highlight the shortcomings
of a discipline which has struggled, analyticaliy,keep pace with a changing
international political economy. Furthermore, foliag the discussion of the
problems with IPE, suggestions are made as to hevelements of the discipline
which are problematic can be managed with respettti$ thesis. This forms the
basis of how this study will be carried out. Thisadission is taken further in
chapter two which forms the second half of thet fo@rt of this thesis. In the case
of the discussion on US-MENA relations, the aimeagain is to highlight the

shortcomings of a number of disciplines, includiftiENA Studies, Foreign

Policy Studies and International Relations as vesll IPE, in their study of

contemporary relations. This discussion also offarsswers as to how

problematic issues can be addressed.

In order to complete these tasks, this chaptettrisctsired in to a number of
sections. The first section introduces the argunteat IPE as a discipline is
incomplete. The core issues to be addressed ifolloging sections on IPE are
highlighted and a blueprint as to how to critiqi®Elis offered. The second
section then presents an introductory examinatibnwbat is here termed
‘orthodox’ IPE. As is the case throughout this deapthe work of a range of
scholars, contributors to both IPE and other diswg, is considered. The
following section examines the methodology useditifiodox IPE highlighting
the problems of common approaches. This discussidhen taken further in
chapter two which establishes the methodologicahmpaters of this study. The
fourth section further develops the critique of IB¥ questioning the scope of
issues which are considered to be part of the agehtPE studies. A critique of
the primary position of trade as an issue of stigdgleveloped along with a
defence of the inclusion of trade as an issue wdysin this thesis. The final
section to deal exclusively with IPE assesses att®rthat have been made to
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develop a heterodox or ‘new’ IPE since the mid-ate-1990s. This is done
because this thesis draws on liberal institutiemalias a whole but also draws

upon, and in some cases resists, some of the mogatrcriticisms of it.

The following sections address the issue of conteary studies of US-MENA

relations. The insular and often state- and candémntric nature of studies of
these relations is critiqued in section six. Inéddere is a discussion of how,
while the range of issues studied in IPE are lidyitthe agenda of studies
involving the MENA region are even more narrow, v this region is largely

ignored by IPE. The penultimate section offers malysis of how US foreign and
trade policy strategies may be re-conceptualis¢dinva ‘new’ IPE. It is worth

noting that these latter two sections of the chagrtedesigned to be brief critical
overviews of these two areas of study as opposecbmaprehensive reviews.
They are thus observably shorter in length tharreékieew of IPE which precedes
them. This chapter then concludes by presentingnarery of the main points
and arguments as well as outlining how this thears offer new insights to the

study of US-Jordan relations.

The Problem with International Political Economy

There is no single accepted definition of intermaal political economy. It is,
however, the position of this author following imetfootsteps of such great and
varied scholars as Adam Smith, Norman Angell, Edw&aid, Noam Chomsky,
Susan Strange, Jagdish Baghwati, Robert Cox, ambtl RGdanyi that, broadly
speaking, the purpose of social science is to wtaled and explain the human
condition - how we got to where we are and the wayshich human activity is
shaped and organised - as well as to contributéheoimprovement of this
condition. The author here would like to acknowledtpe disciplinary and
theoretical divergences between the above mentisckedlars as well as to state
that these differences are inconsequential in thea about the purpose of
social science and its contribution to the humamddmn. This is a debate far too
great to be engaged with in this thesis althoughwhich should indeed receive
far more attention in scholarly work. In short tigbuit is the belief of this author
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that scholarly work limited to the development oidarstanding and explaining,
which makes no attempt to develop predictive aredgiptive ability is the true
enemy of progressive social science. Many scholase engaged with
‘understanding’ and ‘explaining’ in IPE through thise and development of
theoretical approachés. However, further development of the analysis
undertaken to include prediction and/or prescripi® not a given. A source of
this failure is due to what actually constitutee freld of IPE in terms ofvhat
issues are studied ahdwthey are studietf

It is largely acknowledged that there are two blpaefined schools within IPE.
One centred on scholarly institutions in the Uni&tdtes and associated with the
American journalinternational Organisation(I0) and the other on British
academic institutions (although many members of tbchool are actually
American or Canadian) which can be labelled théi¢ed’ school (and whose
main outlets have come in the journals Review tdrimational Political Economy
(RIPE) and New International Political Economy (E)P?** Amanda Dickens
efficiently characterises the former as based omitipst methodological
approaches and as being dominated by the hegenforatianalist knowledge
production.?®> On the other hand, as Mark Blyth and Hendrik Sphave so
effectively outlined, the latter has developed masea critique to the hegemonic
position of the ‘American’ school in IPEA more critical statement regarding
the British School, which will be developed belcand has been suggested by
Robert Keohane, is that it can be characterisegrblglem-highlighting as much
as if not more than problem-solvihgHowever, despite their differences and
seemingly polarised agendas, a deeper analysiPfaks a discipline and the

‘schools’ within it highlights a number of commoroplems.

22 Burch, K., and Denemark, R., 199Constituting International Political EconomBoulder:
Lynne Reinner.

3 Editorial, Forum for Heterodox International Pigit Economy, inReview of International
Political Economy1994, Vol. 1, No. 1, p: 2.

24 Murphy, C., and Nelson, D., International PolitiEzonomy: a Tale of Two Heterodoxies, in
British Journal of Politics and International Relamns, October 2001, Vol. 3, No. 3, p: 393.

% Dickens, A., The Evolution of International Palii Economy, innternational Affairs 2006,
Vol. 82, No. 3, p: 480.

%6 Blyth, M., and Spruyt, H., Our Past as Prologn&oduction to the Tenth Anniversary Issue
of Review of International Political Economy, Review of International Political Economy
2003, Vol. 10, No. 4.

" Katzenstein, P. J., Keohane, R., and Krasnein®&rnational Organisation and the Study of
World Paolitics, inInternational OrganizationOctober 1 1998, Vol. 52, No. 4, pp: 645-685.
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Roger Tooze identifies IPE as “denoting an areanweéstigation, a particular
range of questions, and a series of assumptionsit athe nature of the
international ‘system’ and how we understand thisystem’.®® This
characterisation of IPE is accepted by many IP®lack, although debate exists
about what should be included in the set of defijnestions. Susan Strange, for
example, entitled her seminal introductory texinternational political economy
States and Marketdn this text she highlights the argument thatdbestions of
IPE concern the relationship between the stateathsr) and the market (as
system) as two ways of organising human acti®ity. must be noted, however,
that for Strange the core characteristic of thlati@nship is concerned with the
socio-political and economic arrangements thatcaffihe global system of
production and distribution — she is in fact crgiog the states and markets
approach® Others such as Robert Gilpin, while also arguimgthe focus to be
placed on the relationship between the state amdntdrket are concerned with a
different set of broad research questions. Gilginmore concerned with the
political and economic causes and effects of theketasystem and the

significance of these at the domestic le¥fel.

Underlying the problem of what to study is the peob of how to study it.
Historically concerned with understanding and eixyhe the post-Second World
War world and the international liberal economiderestablished in that period
with the aim of strengthening this order, IPE seh®have often failed to achieve
their goals’®> However, As Roger Tooze asserts, the causes ifofaiture have
rarely been the subject of scrutiny as most IPBlseh have been content with

strengthening IPE as a discipline without examirtimg foundations on which it

% Tooze, R., 1982World Political EconomyNew York: Continuum International Publishing
Group, p: 2.

? Strange, S., 198&tates and Markets: An Introduction to InternatibRalitical Economy
London: Pinter Publishers, p: 18.

% Ipid.

31 Gilpin, R., 1987,The Political Economy of International RelatiorBrinceton: Princeton
University Press, p: 11.

% Gills, B., Forum: Perspectives on New Political oBomy; Re-orienting the New
(International) Political Economy, itNew Political Economy2001, Vol. 6, No. 2, pp: 234-236.
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is based?® Importantly, there has been a lack of evaluatibthe hierarchy of
issues that IPE studies and a tendency to contstyi@itempt to produce “more
accurate” conclusions about a number of ‘old’ oemstudied issues. These
tendencies have led to what Craig Murphy and Rageze term the orthodoxy
of IPE3* They argue that this orthodoxy consists of a iestt view of what the
important issues that need to be studied are arad guiestions need to be asked

regarding these issues.

Tooze and Murphy were among the first IPE schdlaisall for a revision of IPE
as a response to the embedded nature of orthoddky idiscipline in their edited
book The New International Political Economy 1991. Richard Stubbs and
Geoffrey Underhill have also called for a revismPE, although their argument
differs slightly from that presented by Murphy ahdoze. Stubbs and Underhill
describe IPE in their bodRolitical Economy and the Changing Global Oraer

a discipline which is often in a state of anahitiad explanatory paralysis due to
the internal debates of how to study the intermaigolitical economy® They
argue that the majority of IPE texts tend to adwop of the three main paradigms
(neo-realism, neo-liberalism or historical struatigm/Marxism) or some form of
synthesis and then embark on defending their chiitais focus on competing
paradigms severs the connection between the matgreests of actors and the
resulting relationships they have with the inteioradl system and other actors

and thus reduces analytical power.

The key to understanding the growth of orthodox IPENnderstanding how the
growth of the discipline through the 1970s unt# tmid-1990s largely reflected
an IR agenda and was not shaped by a politicalogogror economics agenda.
As a result of this the debates which shaped IR ftoe late 1970s, 1980s and
early 1990s also had an impact on IPE.

% Tooze, R., The Unwritten Preface: InternationalitRal Economy and Epistemology, in
Millennium: Journal of International Studig$988, Vol. 17, No. 2, pp: 285-294.
% Murphy, C., and Tooze, R. (eds.), 1991, The Neterhational Political Economy, Boulder:
Lynne Reiner Publishers, p: 4.
% Stubbs, R., and Underhill, G., 20@®litical Economy and the Changing Global Orgé?*
3E(adition, Oxford: Oxford University Press, p: 21.

Ibid.
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Despite differences in the discrete aims of critma'revisionist’ scholars, such
as Karl Polanyi, Peter J. Katzenstein, Stephen EilHelleiner and P. G. Cerny,
a core aim is constant: to attend to the problenortfodox IPE. While most
revisionist scholars do not argue that they haeeahswer to what a new IPE
should look like they do provide valuable direcgahat can be taken in order to
further develop the discipline. Tooze and Murplor, éxample, outline four key
areas one should critique. Firstly, one must exantire conceptual foundations
of IPE bringing them into question. Second, one tnuse this to construct the
argument that having a diverse range of approath#2E should be welcomed
and not rejected. This is because, as Stephen &rasas highlighted, arguing for
a single new approach to IPE would simply be reptaone form of orthodoxy
with another’” Third, one should evaluate the philosophical andceptual
framework of IPE in order to increase understanaihthe complex global order.
Finally, it is claimed that it is evident that aghilevel of understanding of
international political economy is only achievabby including competing
analyses within IPE and analyses of other subjemts the social sciencés.

While these four key themes for the revision of IRE promising it is not
necessarily the only ‘broad map’ for such a criéigdlowever, Robert Denemark
and Richard O’Brien warn that any critique of IPEiIsShbe done tentatively for
two reasons. In the first instance any attempthiglenge orthodoxy and current
thinking will be met with a level of hostility and criticisthSecond, an essential
feature of attempting to ‘open-up’ IPE concerns igseies being studied and the
guestions being addressed. One of the core cnitcisf orthodox IPE, made by
lan Taylor in his work on ‘globalising’ IP# is that it has a narrow and
replicated issue agenda that continues to askathe sjuestion®' It is possible to

bring this feature into question simply by examgnaiternative issues and asking

37 Krasner, S., International Political Economy: Ahil Discord, inReview of International
Political Economy1994, Vol. 1, No. 1, pp:13-19.

% Krasner, S., 1996, The Accomplishments of IPESinith, S., Booth, K. and Zalewski, M.
(eds.),International Theory: Positivism and Beyqriehmbridge: Cambridge University Press.
% Denemark, R., and O'Brien, R., Contesting the @amaternational Political Economy at UK
and US Universities, iReview of International Political Economi997, Vol. 4, No. 1, pp: 214-
238.

“0 Taylor, 1., Globalisation Studies and the DevehgpWorld: Making International Political
Economy Truly Global, ifhird World Quarterly 2005, Vol. 26, No. 7.

* While international trade has been the most ditede area, others have also been the focus of
much attention in IPE. These include; interdependedevelopment and economic regimes.
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different questions. It is essential to note thapdy stating that IPE has a narrow
issue agenda that should be expanded to includea edbues in contemporary
international political economy does not necessitaé expulsion of issues which
have already been studied. Colin Hay and David M&®ve argued that ‘old’
issues that have received much attention from iEHelars such as bilateral and
multilateral trade may have been studied at thesles@ of other issues, but are
still important nonetheles. Any research that primarily aims to study issues
such as trade but at the same time attempt to rweg from orthodox IPE will
therefore run the risk of being contradictory ifistxg critiques such as that of
Murphy and Tooze are precisely followed. Ratheisinecessary to build on

existing critiques to develop new ones.

Nevertheless, there are a number of tasks that bristompleted in order to
critique orthodox IPE and develop heterodox andereffective approaches -
although the ways in which these tasks can beethout may vary. Any attempt
at moving away from orthodox IPE must begin with ewvaluation of what
orthodox IPE actually is. This entails an assess$naénits ontological and
epistemological foundations in order to establigitggns of knowledge and
knowledge production. Following must be an assessmithe methodological
dimensions which define the range over which theéhodology of orthodoxy
varies. Thirdly, an assessment and critique ofotileodox issue agenda needs to
be carried out. A successful critique of these sreforthodox IPE will not
necessarily yield precise answers as to how théalilmns of the orthodox
approach can be overcome. However, it will prosdene insight as to how to
develop more complete approaches to understandimg amalysing various

contemporary issues.
An Introductory Examination of Orthodox IPE

The primary aim of theoretical discussion in IPE te evaluate “the

appropriateness of the instrumental categoriestlagaries used to ‘make sense

“2 Hay, C., and Marsh, D., Introduction: Towards avNgnternational) Political Economy, in
New Political Economy1999, Vol. 4, No. 1, p: 6.
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of the changing ‘reality’ of a Global Political Boomy.™?

Many scholars and
students of IPE have successfully engaged withdisisussion, but many others
have failed"’ But it is relatively easy to test the competingratves of IPE and
their varying analyses against a ‘reality’ thatulsderstood through common

sensé?

It is here that any critique of social understagdand explanation must
start, for, according to Robert Cox, ‘reality’ asderstood by common sense
existseven before theoretical analysis is undertdRdfor this reason a degree of
scepticism is needed about how knowledge thakesntas common sense in IPE
is attained. Antonio Gramsci went as far as toesthat such a critique of
common sense should be the starting point of alfmessive social changé.
Gramsci suggested that we should examine commase sarorder to highlight
the ways in which ‘theory’ often determines whag gaken as facts as well as
outline the inconsistencies that exist in acceptedonceptions. Furthermore, the
aim should be to reveal the historic and practieakons behind the development
of common sense ideas, and answer the questioh@isrand who is not served

by ideas that are believed to be common sé&hse.

The discipline of IPE itself can initially be seas one that is deeply contested
through the existence of a profusion of approaemesresearch programmes and
one that therefore has no universally accepted naom sense’ knowledge.
Groom and Light, writing explicitly on IR, and imgitly on IPE, argue that the
broad range of contradictory approaches and thatiars of these approaches
project the image that IPE research can producgngresults and competing
analysed’ Therefore, allowing for differing common senseyuaments to

advocate the most convincing explanation.

“3Murphy, C., and Tooze, R. (eds.), 1991, p: 11.

4 See Krasner, S., 1996, for a discussion on thel Efveffectiveness of IPE research.

5 Katzenstein, P. J., Keohane, R., and Krasnef,998,pp: 645-685.

6 Cox, R., Social Forces, States and World OrdeesoBd International Relations Theory, in
Millennium: Journal of International Studig$981, Vol. 10, No. 2, p: 123.

47 Gramsci, A., 1971,Selections From the Prison Notebooksew York: International
Publishers.

“8 Ibid.

9 Groom, A., and Light, M. (eds.), 199Gontemporary International Relations: a Guide to
Theory,London: Pinter Publishers.
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The view of a dynamic discipline is misleading. BdlCox argues that there is a
global political economy of the production of IPEdkvledge>® This has over the
last two decades evolved into an orthodoxy defibgda clear set of values,
theories and a “particular mode of production dE lthowledge that specifies a
particular relationship between the objective anbjextive and uses appropriate
epistemological and ontological categories to suppis relationship>
According to Cox a theory that is divorced fromatpular standpoint in time
and space simply cannot exist. Rather he arguds“theory is always for
someone and for some purpose.Using this argument as a core principle,
Richard Higgott suggests that an investigation bbwenefits from knowledge
production and re-production is beneficial in ortteascertain how best to avoid
claims about the truthfulness of certain typesrailedge>

The core issue here is that the vast majority & tBsearch is done within a
framework of ‘paradigm production’ that is formegl & number of intellectual
assumptions and practices. The resultant implicatiothis is that the divergent
paradigms that exist within IPE and that contradexth other on one level are in
fact all created in a single, larger framework kfidwledge production’. This
argument, made by scholars including Cox, Strafigeze and Murph/ has
been met with the pro-orthodox response, by schaach as Ernest Hazsthat
the competing paradigms within IPE are contradictand hence must be
divergent in their origins and their application dtudying IPE. This is true to
some extent in that the competing paradigms doagowmliffering views on how
to understand and explain certain features of matéwnal political economy and
can produce contradictory explanations. Howevecpating to Ash Amin and

Ronen Palan, the epistemological and ontologicahdiations of orthodox IPE

0 Cox, R., Ideologies and the New International Eanic Order: Reflections on Some Recent
Literature, ininternational Organization1979, Vol. 33, No. 2, p: 269. For a thorough gsisl
of knowledge production in the broader social stésnsee Gibbons, M. et al, 199he New
Production of Knowledge / the Dynamics of Sciernteé Besearch in Contemporary Societies
London: Sage.

L Murphy, C., and Tooze, R. (eds.), 1991, p: 13.

2 Cox, R., 1981, p: 127.

*% Higgott, R., Toward a Non-Hegemonic IPE: An Antilgan Perspective, in Murphy, C., and
Tooze, R. (eds.), 1991, p: 98.

* Cox, R., 1981; Strange, S., 1988; Murphy, C., Badze, R., 1991.

* Haas, E. B., 1997Nationalism, Liberalism and Progress: The Rise abdcline of
Nationalism Ithaca: Cornell University Press.
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allow for the synthesis of these paradigms (moshroonly realist-liberal) to

allow for the resolution of such incompatibiliti&sin order to understand this
framework of knowledge production we must first ewae the process of
‘intellectual production’ by assessing the matersald theoretical bases of

knowledge in orthodox IPE.

It can be argued that identifying a particular @rgf theories and empirical
referents does not immediately lead to an idemtificn of what actually
constitutes orthodox IPE. In order to accomplisis,ths Bob Jessop and Ngai-
Ling Sunt® indicated towards in their discussion of IPE, tistinct set of
ontologies and epistemologies on which orthodoxvkadge is produced and
interpreted must be highlighted. This is becausenndombined with the existing
range of theories in IPE, these producedhkure of orthodox IPE. This culture
has its material bases and theoretical foundatfionknowledge production and
perceptiorr® Unfortunately, simply being aware that there iscwture of
knowledge production and interpretation within odbx IPE that pre-assigns the
researcher to participate in the processes of dathdPE’s reproduction is not
enough to prevent this from happening. All reseaittdt is undertaken will
contribute in one form or another to orthodox BEhis is because orthodox IPE
often encourages different positions and viewsrnnagempt to be a contested
discipline only to either ignore such alternativesto incorporate them into the
orthodox mainstrearft. It is certainly not the purpose of this researobjgrt to
break entirely from orthodox IPE. The aim here igrety to critique the
foundations of IPE research and produce a studghwtakes some steps towards
heterodox research which incorporates a level #iexwity in the analysis

(discussed further in chapter two).

% Amin, A., and Palan, R., Towards a Non-Rationaligernational Political Economy, in
Review of International Political Econon3001, Vol. 8, No. 4, pp: 561-564.
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Political Economy2001, Vol. 6, No. 1, p: 90.
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It is difficult to explain what the ontological anepistemological bases of
orthodox IPE knowledge production are without byiefonsidering an example
of how they materialise in research. Robert Gilmnhis text The Political
Economy of International Relatiotigwhich is considered by many to be one of
the seminal IPE texts) offers an explanation of tiaure of IPE, what its
dynamics are and what constitutes the researchdag&ilpin’s opening remarks

provide an insight into what he suggests IPE i<eamed with:

A significant transformation of the post-war intational

economic order has occurred. The Bretton Woodesysf trade
liberalisation, stable currencies, and expandirab@l economic
interdependence no longer exists, and the libesateption of
international economic relations has been undemngiece the
mid-1970s. The spread of protectionism, upheavalsnonetary
and financial markets, and the evolution of divetgeational

economic policies among the dominant economies leawded

the foundations of the international system.... et happened
to the system? What are the implications of théurfaiof the

system for the futuré?

This introduction to IPE portrays the discipline lessing a specific and narrow
issue agenda. Here it is suggested titzate liberalisation, stable currencies and
economic interdependenege the key issues that the discipline attempsiudy
and explain. Furthermore, this introductory parpgraxemplifies how IPE has
often been concerned with understanding and exptpithe US-dominated
liberal economic order with a view of strengthenthig order — something which
Joan Spero highlights in her bodkhe Politics of International Economic
Relations’* While each of the seven editions of this book gestine focus of IPE
slightly, Spero is always liberal in her work arfe grovides little indication that
IPE can be concerned with processes and eventddhait immediately relate to

the above mentioned issues.

%2 Gilpin, R., 1987.

%3 |bid, p: 3.

% Spero, J., 1990The Politics of International Economic Relationd" Edition, London:
Routledge.
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Gilpin goes on to attend to the theoretical leviehis text. He states that “...this
work is part of an expanding body of scholarshiptioa political economy of
international relations: it assumes that an undedihg of the issues of trade,
monetary affairs and economic development requihes integration of the
theoretical insights of the disciplines of econasrand political sciencé® While
Gilpin’s work doesincorporate economics and politics, the problemaias that
the issues he regards as being relevant in tertieed€ommon sense’ of IPE are

still few in number and narrow in scope.

Finally, as the text progresses Gilpin turns hisrdion to the paradigms used in
IPE. It is interesting to examine how he refersangd describes the place of,
ideology in IPE. The key criticism here is that tefers to “the ideologies of
liberalism, realism, and Marxism.®® as being the totality of ideology within
IPE. There is no mention of, or explanatory spatefor, alternative paradigms
such as feminism, green thought or post-modernimthermore, Gilpin refers
to the three key paradigms as being unitary andesato mention of the
divergences within them and the cross-fertilisa@omongst them. He goes on to
declare that he refers to paradigms as being “systd thought and belief which
[individuals and groups use to] explain ... how thedcial system operates and
what principles it exemplifies® This highlights one of the core problems of

orthodox IPE research in relation to paradigms.

Orthodox Methodology

From the above example of what orthodox IPE reseaan look like and the
results it may produce it is possible to take tkan@nation of orthodox IPE
further by examining the methodological range erygtb According to Louise
Amoore, Randall Germaine, Richard Dodgson, Paulglean lain Watson and

Barry Gills there are three main methodological elsions by which all

% Gilpin, R., 1987, p: 3.

% Ibid, p: 25.

®7 Reference taken from: Helbroner, R., 1986e Nature and logic of Capitalisthew York:
W.W. Norton, p: 107.
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orthodox research is influenc€lThe first stems from the orthodox perception of
all IPE research being positivist and scientifitisT‘positivist epistemolog¥’
creates what has been termed the most restrictetbadological approach used
by orthodox IPE. This is because this type of metthagy is based on the
assumption that subject and object can be sepathted creating objective
knowledge that can be tested using hypotheses sigam objective and pre-

existing ‘reality’.

Russell Keat, John Urr, Peter Halfpenny and Christopher Lloyd claim that
this process produces scientific understandingexpdanation that is, in essence,
‘truth’. However, this kind of approach can eadily brought into question. In the
first instance, as mentioned above, there is thaenying question of how
‘reality’ is (pre-)determined. There is also thelpem of tautological claims that
stem from the question @fhat constitutes the ‘real’ world. Quine argues that th
framework in which the knowledge that is producesht positivist research is
founded on assumptions about the presumed reatlwwat are not necessarily as
solid as they are believed to BeThe danger of accepting the notion that truth
and what is ‘real’ can be determined unquestionablyas E. P. Thompson
explains, that there is not necessarily a distomcbetween what is ‘out there’ and
what is ‘inside here’. “Thought and being inhabitsengle space, which is

ourselves.™

The advocates of positivist research, such as Aygr, have claimed that
positivist knowledge (truth) is generated througfallible scientific researcf?.

However, other scholars such as Thomas Klland Paul Feyerabafldargue

% Amoore, L., Dodgson, R., Germain, R., Gills, Bangley, P., and Watson, |., Paths to a
Historicized International Political Economy, Review of International Political Economy
Spring 2000, Vol. 7, No. 1, pp: 54-56.
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that research of this kind does not allow for tb&ue of inter-subjectivity to be

addressed. In this sense inter-subjectivity rel&aethe non-material features of
the international system such as values, idealsbafidfs. Positivist approaches
disregard the possibility that non-material feasucan themselves be a part of

and interact with the international political ecano

Alan Deardorff and Robert Stern, while defending WTO, have in fact taken
account of such factors in their work on anti-gldaion and anti-WTO
currents’® In fact non-material features can be as impomarnnaterial structures
and agents such as international organisationse¥amnple, the WTO is an agent
that affects change within the international poéitieconomy in a profound way.
However, both the actions of the WTO and those t@gédmat respond to its
actions are often determined by values or goalsn Jdobson presents a good
analysis of how anti-globalisation, anti-capitalisir simply anti-WTO
organisations and movements, can have a profounmhamon international
affairs/°According to Marjorie Mayo this can take the forfndirect action such
as protests or through the spreading of knowledgeaavareness regarding issues
relating to the WTG° These movements are rarely inspired by any ratisesié
interest but by certain beliefs and opinions ab@uious issues that they deem as
being important. A positivist research approaclthsas the three volume, three-
thousand page analysis of the WTO by Patrick Magrérthur Appleton and
Michael Plummef! is unable to account sufficiently for this typeptfenomenon
due to its exclusion of the study of non-materesttires. Murphy and Tooze also
argue that positivist IPE produces inadequate egblans because it excludes
phenomena which are not captured by its ontolodaaidation$? Regardless of
what the explanatory framework is and what issukeisig studied, if there are
phenomena included in the study that are not foaride ontological foundation
of the positivist IPE approach the explanationslpoed will be incomplete.

8 Deardorff, A., and Stern, R., What You Should Knéwout Globalization and the World
Trade Organization, iReview of International Economic)02, Vol. 10, No. 3, pp: 417-423.

" Dobson, J., The Battle in Seattle: Reconciling TWorld Views on Corporate Culturé
Business Ethics Quarterl001, Vol. 11, No. 3, pp: 403-413.

8 Mayo, M., 2004,Global Citizens: Social Movements and the ChallenfeSlobalization
London: Zed Books.

8 Macrory, P., Appleton, A., and Plummer, M., 200%e World Trade Organization: Legal,
Political and Economic Analysi®dew York: Springer.
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The second main methodological dimension of ortkot®E is a clear and
unwavering commitment to explaining events anddssas the results of the
rational actions of unitary individual actdtsThis commitment is not necessarily
overtly advocated but is in fact often un-statele Tedication to this form of
methodological individualism can lead to misundangings of IPE research that
attempts to break away from mainstream approaéteea.result such research is
often discredited by orthodox scholars. Therefberd is the need to address the
shortcomings of using a methodology that advocdtes analysis of the
(supposed) rational actions of (supposed) unitatyra. As stated elsewhere, and
as emphasised by Claire Sjolander and Wayne Cexpribblem is not rooted in
orthodoxy’s commitment to methodological individsat as opposed to the fact

that there is a lack of openness to other typexplanatiort?

Orthodox IPE tends to exemplify the argument thanhigining explanations of
events and issues that are based on either theidodi or on historical and
contextual social structures is ineffective. Pdrthis is due to what is taken as
common sense about explanation within orthodox IP&. example, Stephen
Krasner in his seminal essay on regifiessimmarises a number of explanatory
approaches that have been suggested by IPE schbiatkis essay Krasner
suggests that regimes can be explained as a wdsile interactions of rational
individuals® However, what Krasner does not suggest is theilgititys that
individuals and their ‘rational’ actions may be &iped as being constituted by
broad historical and social institutioffsin contrast consider the work of other
scholars such as Bernard LeWfsIn his work on the causes and patterns of the
relative economic and social decline of the MENAjioa over the last three
centuries, Lewis highlights the effectiveness gflarations that are based on the
study of individual rational action. However, Lewgsounds his analysis within

8 Amin, A., and Palan, R., 2001, Vol. 8, No. 4, pp1-564.

8 Sjolander, C., and Cox, W., 1998eyond Positivism: Critical Reflections on Interioagl
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the framework of broader historical and contexsirlctures that determine what

are considered to be rational actions and how¢tierss are constructed.

Alternatively consider some of the later work ofrKilarx such aPas Kapitaf®
which can be taken as more obviously linked todbetemporary discipline of
IPE as it deals with an analysis of capitalism exdted economic theories. Here,
Marx constructs conclusions about the social camseces of the combined
actions of a number of rational individual actanamely capitalists, within the
context of historical social institutions. In shdms was a theory of action which
linked issues of structure and agency (social d¢eusaand actions of the
individual) into a single explanatory framework tiindox IPE lacks the ability to
do this due to the explanatory boundaries creayetskenduring reliance on and

commitment to explanations which focus on rationdividual actors.

Orthodox IPE scholars, such as Rogowski, Frieded,Helen Milner, may argue
that what are interpreted as rational actions ahdtwonstitutes an individual
actor are not affected by historical social insiitns to any great exterit.Such
arguments do have their merits. However, if thiseathe case and common sense
dictates what the rational actions that can benakeny given situation are and
individual actors are unitary due to their verystence there are still reasons to
combine the study of rational individuals and oxidimg structures. Chris
Farrands and Owen Worth claim questions must bedaakout the impacts that
broad systemic structures may have on the opt@ingnal individual actors may
take? In this sense actors may have a set of ratiorzitek but the number and
scope of these choices may be bounded by broadetises’

The final methodological dimension of orthodox IRfgards the three dominant
paradigms of liberalism, realism and Marxism. Actog to Geoffrey Underhill,

at the heart of orthodox IPE explanation and themmkeanalysis is the contest
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between these paradigms, each of which offerstacplar view of the world and
contemporary political and economic Ife.The place of paradigms within
orthodox IPE research and the impact this has enettplanations produced
needs to be examined. The incorporation of ideolagy IPE study is equivalent
to the evolutions seen in the social sciences essalt of the exposure to the
“problems of enquiry and explanatiotf However, as Y. Lapid noted as early as
1989, unlike other social sciences, orthodox IPEs heot allowed the
incorporation of ideology to undermine the possgiviepistemology and

methodology that orthodox research is based dpon.

During the 1970s the social sciences underwentriagpef change in the way
social forms were understood. Increasing sceptiatmout the possibility and
utility of purely scientific research emerged dgritihis period within both IPE
and IR. Scholars (largely western), such as Fra@amcros® and Tadeusz
Rybczynski®” began to adapt their approaches to accommodatéogies and
values into studies of social phenomena. An exaroplthis is the attempt to
understand the seemingly irrational support given the vast majority of
developing states to the Organisation of Petrol&xmporting Countries (OPEC)
in the policies of raising oil prices and periodigareducing supply - which
proved difficult. In this case non-material featiseich as values had to be taken
into account in order to explain this situationmfly relying on a positivist
epistemology and a methodology that studies thmat actions of unitary

agents did not produce sufficient answers.

The incorporation of ideologies into orthodox IPE&satherefore necessary but
often unwelcome. They were embraced as a part w@rnational political
economy as explanatory tools. However, the extdntiral ways in which
factoring in ideology as a reality of internatiomailitical economy in theoretical

% Underhill, G., State, Market and Global PoliticBtonomy: Genealogy of an (Inter-?)
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understanding and explanation has been used hasdvand is often
contradictory. Firstly, ideologies are not usedet@lain fundamental actions.
They have generally only been used to explain tifferdnces between the
communities that examine real events and isSu&berefore, ideology is only
assigned a limited role in orthodox IPE, the rolanberpretation. But it is not
seen as a material reality and orthodox scholamsodi@ise ideology in an attempt

to explain existing material realiy.

While the contradictory use of ideology in orthoddRE’s explanatory
framework is the most important aspect of the wsdack of use) of ideology it
is not the only point of contestation. As mentionablove the position of
liberalism, realism and Marxism in analytical dission means that the content
of these paradigms is privileged. There are, howeserange of paradigms
beyond these three that have much to offer thel fodl IPE especially when
expanding the issue agenda. Sandra Whitworth athae# is often the case that
if other paradigms are considered in IPE reseanely tare viewed from the
standpoint of one of the three core paradigms aeddecredited or at best
incorporated into the traditional approach beingedi®® Furthermore, the
consideration of paradigms generally necessithegclusion of the debate over
which one is most appropriate. The distraction afuking on the competing

paradigms immediately reduces the analytical pmfeny investigatiori®*

The Orthodox IPE Issue Agenda

Having highlighted to some extent the ways in whicthodox IPE studies and
offers explanations of events and issues it is vaddressing the problem of
whatto study. For scholars calling for a revision BElthere is a distinct problem
with orthodox IPE relating to how the discipline @gsnstructed and how this
reflects the issues that it deals with. Ben Rosairalaims that the way in which

the framework of knowledge production within IPEoiganised results not only
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in the restrictive patterns of how to study inteio@al political economy but also
in certain issues being privilegé¥. This prevents the inclusion of ‘new’ or
different issues on the IPE agenda. As Hay and &atssert, orthodox IPE
“renders specific views of the world ‘correct’ bgducing them to the status of
common sense'®® The problem of a relatively narrow and exclusissuie
agenda has its roots also in the social realm ifnclwhPE was established.
Matthew Watson argues that the social scienceemergl, including IPE, have
developed largely as a reflection of the policy @ans of the main powers
(traditionally state powers) within the western {dasnd in particular, the United
States?”* These policy concerns include US supremacy, theaspof democracy,
capitalism, economic growth, and international é¢tadn addition to the
dominance of western interests and concerns, |IBEemaled not to give credence
to potential changes in the interests and conagrpsripheral states and regions.
lan Taylor has argued that “the global divisionwaalth and power is taken, if
not as natural, then certainly as something sedyingrmal and not to be

interrogated too deeply®

This is the case in practically all research uradem with regards to the
economic and political relationships between Jaatamnd US state and non-
state actors. For example, William Lovett, AlfrecckEs Jr. and Richard
Brinkman use the 2001 FTA between the two statea,@se study in US foreign
trade policy'® Robert Lawrence also studies the FTA as an elerimetdS

foreign trade policy: surprisingly little is mentied of Jordan in his stud{’

Equally as selective is Howard Rosen who suggsstedy of ignoring Jordanian
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193 Hay, C., and Watson, M., Globalisation: Sceptittaites on the 1999 Reith Lectures, in
Political Quarterly, 1999, Vol. 70, No. 4, pp: 418-225.
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involvement in the process leading to the FTA thatJUSFTA was only signed
by the US and forced upon Jord3h.

When the FTA is considered as an issue in Jorddolaign trade policy it is

done in a manner which prioritises western or U8rasts. Bashar Malkawi, a
leading Jordanian academic studying trade law atidypin Jordan, for example,
largely concentrates on what is better for the @l@ronomic system — bilateral
FTAs or the pursuit of multilateral agreements. kdal makes limited reference
to why the Jordanian government pursued the FTAhamvd Jordanian state and
non-state actors have been impacted by it fronréadian perspective® This is

a question which is at the core of the purposdisfthesis.

The issues, values and methods of interpretatiah PE is founded on exist
within a broader framework of post-1945 industrsbciety. For Deborah
Johnston this translates into (largely) Americalu@a and issues of interest being
presented in a privileged and materialistic maragemell as determining what
constitutes the questions of IPE.The core problem with this form of agenda
creation is that, as Peter Vale has stated themyst states and the majority of
issues seen as important by the core of this sys&esften of little relevance to
large parts of the world’s populatioh. For example, the issue of development
has been seen as important and requires addraasorge form or another and
currently appears to be gaining increasing attentidhe fact that development
has been determined as an issue that IPE shoutéssd welcomed by both
orthodox and heterodox IPE scholars. However, atedtby Bjorne Hettne,
Development Studies has evolved into a discipliheetatively low academic
standing'*? The core problem with development studies in IPEhe underlying

question ofwhat it is that we should be studying when we say ‘dgwaent’.
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The answers to this question may vary greatly. @$tnmportance is that the key
prescriptions as to what to do in order to ‘deveklger significantly depending
on the basic assumptions about what developmeAtording to B. Dasgupta,
in practice, it has been western conceptions okldgvnent and prescriptions
which have been focused on and generated witk lighl understanding of the

processes and concerns of the very people undsidesation™

A further key assumption often made within orthodBE research that helps to
determine the issue agenda, relates to the exiemhich economics and politics
are (still) held as separate. This distinctionasda on the definition @conomics
as the scientific area of investigation that deaith the production and
distribution of wealth, whilgolitics is defined as the area of scientific research
that investigates the organisation of (non-econpimitnan activity:** The study
of politics and economics as related but sepanaiterss is an inherent trait of
traditional IR. IPE exists as a separate disciplthieom IR in part due to the lack
of analytical and explanatory power that this sapan produces. However,
while IPE research does not always (at least gyeetkpress this separation of
politics and economics, the interaction between tthe is founded upon an
ahistorical conception of the relationship betwé®sm. This conception derives
from the political and ideological influences ofrlgdiberalism. The result is a
“value-based political economy utilizing a closed sf economic techniques and

analytical schemes:*

Orthodox IPE has largely inherited the agenda aflitonal IR. For Gerard

Strange, orthodox IPElaims to study the politics of international economic

113 Dasgupta, B., 1998tructural Adjustment, Global Trade and the NewitRal Economy of
DevelopmentLondon: Zed Books.
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the 1770s as was David Ricardo in the 1890s. Itlmmrgued that studying IPE was simply
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relations but often it does little more than simplydy the issues of international
economics}’ At the same time Alison Watson agues that the @oopf a
largely economic issue agenda is inherently réste@and produces a hierarchy
of issues of importance with some more privilegednt other$!® There are a
number of ways in which this manifests itself. Eirthe issues which are
privileged are assumed to be more important in bdotbry and policy terms than
those issues that are not, which are subsequeiilginalised. Stephan Haggard
and Sylvia Maxfield’s analysis of financial intetimanalisation in the developing
world offers a good example of this form of hieraré'® Second, the issues
which are privileged are not only seen as beingenmoportant but also act as the
basis of assessment and evaluation for all the imaiged issues. For example,
an issue such as the importance of nepotism inrémking regional government
decision making entities in the less prosperouestaf the MENA region only

becomes an important issue when evaluating its étspan international tradé®

It is widely acknowledged that the most privilegedue within orthodox IPE is
international trade (and perhaps finance). BarrisGilaims that the fact that
international trade is so privileged is an examplethe incorporation of the
agenda of international economics into mainstreBE &s well as the impact of
liberal economic thought on the formation of thecifiline’?* At its fundamental

level liberal international economics is founded tre perception of the
international political economy as an internatioeabnomy of trading states
where the totality of economic interaction is tra@leus for liberal economists the
international economy is the principle structurehafman activity and therefore
all other issues and forms of human interaction anelerstood as being
determined by this structure. Orthodox IPE adopis perception in large part.
However, this limited view can be easily discreditby the study of the
phenomenon of ‘international production’ and thebgll division of labour and

17 Strange, G., Globalisation, Regionalism and Labbuerests in the New International
Political Economy, ilfNew Political Economy2002, Vol. 7, No. 3.
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their implications for the belief that the interioatal economy merely is trade
between state'$?

In order to understand fully the pre-eminence efigsue of international trade it
is necessary to refer back to the claim that odRdBE largely reflects the issues
and policy interests of the United States. Follanuihe end of the Second World
War and the beginning of the era of US suprematgrmational trade emerged
as an area of significance in US domestic politfésin the post-1945
international political economy the United Statemméhated global economic
activity, producing a vast majority of goods andvihg the largest share of
international trade. Thus the issue of trade becameeasingly important to
certain classes, sectors and firms within the WnBtates?* The interest of these
groups translated into political pressure on thg the US government acted with
regards to the interaction between the internatiand US economie$® Also,
the emergence of the United States as the mostisagn power in world affairs
after 1945 meant that it was at the forefront ohawng the restructuring of the
world economy?® In part due to the status of the issue of intéonat trade
within US decision making circles along with basanomic principles, the task
of restructuring the world economy was undertakéh structures of trade as the

focal point.

It must be conceded that in contemporary worldiafféne issue of international
trade remains highly significant both to the Unit8thtes and the majority of
other states and actors. This is for a numberafaes. In the first instance, in the
decades since the rise of US supremacy there leasabeeversal of the nature of
the patterns of US trade. As the French historiash @anthropologist Emmanuel
Todd in his bookAfter the Empire: The Breakdown of the Americanédtias

pointed out, the United States currently importsnf@re than it exports. Growing

122 5ee Michalet, C. A., From International Trade torlf Economy, in Makler, H., Martinelli,
A., and Smelser, N., 198%he New International Economlyondon: Sage Ltd.

122 Destler, I. M., 2005American Trade Politics4™ Edition, Washington: Institute for
International Economics.

124 Ambrose, E., 1997Rise to Globalism: American Foreign Policy Since3898" Revised
Edition, London: Penguin Books Ltd.

125 Bergsten, F., 198%merica in the World Economy: A Strategy for th@0d$ Washington:
Institute for International Economics.
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reliance on the world’s true productive centf&€sjJapan, Western Europe and
now arguably China, for goods and services havedeacord trade deficits in
recent years. Second, the ability of the UnitedteStdo ‘manage’ the world
economy and global trade has been under questior the late 1970s. For these
reasons, among others, Daniel T. Griswold is quatecurate in his
acknowledgement that trade is one of the more itapbfeatures of the study of
international political econom¥?® Even a critic of the orthodox IPE issue agenda
must concede this point.

The hegemony of ‘trade’ in orthodox IPE began tahallenged in earnest in the
early 1990s, not least of all by Susan Strange e/ffi@#ourite and chosen area of
study became money and international finance. Wmfiately the result has been
a further polarisation within the discipline. Havghodox scholars who remain
intent on analysing trade on one side and so-chkterodox scholars who focus
on money and finance on the other, and yet otligirsvBo focus largely on other
issues such as development. Rather than leadiaglieersified ‘new’ IPE, these
processes have given rise to competing hegemonigsnwan increasingly

indecisive discipline.

There exist other confrontations over the rangessfies within IPE. Orthodox
IPE seems to have largely ignored security as aa af study, for example.
Susan Strange had gone some way in addressingshis by developing ideas
pertaining to the international political economfysecurity in her work on the
‘security structure’ and technology in her work &nowledge structure’

However, this work along with similar research bas often been excluded from
orthodox IPE research. Other issues such as resasgercity and depletion, by

scholars such as Thomas Homer-Dixdh;technological developments, by

27 Todd, E., 2003After the Empire: The Breakdown of the American é@rdBirmingham:
Constable.

128 Griswold, D. T., Trading Tyranny for Freedom: Ho@pen Markets Till the Soil for
Democracy, infrade Policy Analysijslanuary 6 2004, No. 26, p: 2.

129 Strange, S., 1991, An Eclectic Approach, in MurpBy, and Tooze, R. (eds.), 1991, pp: 33-
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scholars such as Michael Talafdy:demographic change, and culture also hold a
subordinate status to the issue of internatiorsletrin orthodox IPE. However,
within heterodox IPE the problem of hierarchy ie thsue agenda has resurfaced.
In short, the issues mentioned above as subordteaiaternational trade in
orthodox IPE have, individually, become the primfrgus in the ‘new’ IPE.

Realisation that IPE can be perhaps above all atberal sciences, the most
diverse discipline in terms of scope and methododdgpproaches and capacity
for change is essential. Adopting a hierarchicaliesagenda which has as a core
formative element the principle of selectivity i®rpaps the most serious
hindrance to the development and generation of ié¥earch. Barry Gills for
example, warns against the ‘colonisation’ of IPE dpecific issues such as
identity, stating that this will not prove ‘fruitfuand lead to unwanted conflict
within the discipline*? As with theoretical and methodological approadte t
issue agenda should be permanently opened to qathgtall possible issues of
study. If it is not, the result will be the contedi stagnation of IPE and the

continued fracture of the invisible college of agauics and scholars.

Beyond Orthodox IPE

Following the above assessments of what constitoiésodox IPE, what
methodological range orthodoxy employs and theeiggienda to which attention
is paid, it is now important to return to the quasiof how to transcend the limits
of orthodox IPE. There are four important steps #iould be taken in order to
develop an IPE approach to the study of US-Jordadetrelations. The first step
is required in order to overcome the restrictiondle range of issues that can be
studied and the hierarchy of issues that are sdudlies necessary here to reject
the existing orthodox hierarchy, thus refusing kacp international trade as the
primary issue of study. This does not necessitiage refusal of the study of

international trade. Rather it simply means rejgrtithe means of constructing

31 Talalay, M., Tooze, R., and Farrands, C., 198%hnology, Culture and Competitiveness:
Change and the World Political Econoniyndon: Routledge.
132 Gills, B., 2001, p: 238.
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the universe of (orthodox) IPE*® As Diana Tussie states, this means
questioning the abhistorical distinction betweenitpsl and economics and
recognising the impacts that western, largely Aoaerj cultural values have had
on orthodox IPE3* This constitutes the second step. It is oftencdme that this
step will need to be taken simply because the issaeis being brought into

question may not be located within the realm ofpgd8cy interests.

The third step, and something that Owen Worth amdm@n Kuhling have
highlighted, is to be self-conscious of the reseatt is being undertakérr,
While it is easy to criticise orthodox scholars @y studying issues that are of
significance when viewed in the sense of US pailintgrests or western values,
the same criticism must be exacted on most IPEareseAs stated above, this
research project represents a set of specificasterwhich include the issue of
US-Jordan relations from both a dual perspectives also important to realise
the connection between the research project andhtbeests and values of the
author. Carrying out this research project thus rnbay construed as being
contradictory, exchanging one set of values andrasts in IPE research for
another. However, the difference is that the conoedetween the researcher
and the research here is explicitty made and reftecupon, therefore

acknowledging the subjective relationship.

Incorporating such self-consciousness and reflgxivito the research process
allows for the IPE researcher to take a furthgp sdevards producing a heterodox
piece of work. This is the step of addressing thistemological inadequacies of
the methodology that orthodox IPE u$&sThe three main methodological
dimensions as explained above have specific prablemch must be addressed
and resolved in order to produce a more compldiestiady. Initially there is the

problem of the reliance on positivism’s awkwardtidistion between subject and
object in an attempt to achieve objectivity. Ortbwdcholars attempt to produce

scientific understanding of the world and its egeprocesses and structures and

133 Murphy, C., and Tooze, R. (eds.), 1991, p: 28 eN@irthodox)’ added.

134 Tussie, D., 1994, Trading in Fear: US Hegemony #m Open World Economy in
Perspective, in Murphy, C., and Tooze, R. (ed9311 pp: 79-97.

135 Worth, 0., and Kuhling, C., Counter-Hegemony, ABtobalisation and Culture in
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present this understanding as ‘truth’ through tsgkking research. Heterodox
IPE scholars on the other hand offer an alternatersion of research and truth-
seeking. This being the self-conscious identifmativith a certain set of values,
interests and perhaps group(s) of people. As Murphg Tooze state, “The
scholar..needsto understand the world in order to changeit.By taking this
fourth step it is possible to present a solutiorth® problem of objectivity by

reflecting multiplesourcesof objectivity or even multiple sources of subjeity.

The second problematic methodological dimensionodhodox IPE is the
commitment to explaining events and issues in tesimthe rational actions of
individual actors. Attempts to study and explaie #ctions of individual actors
should be included in IPE research in most inswmEpending on the area of
study. However, in order to fully understand thasBons it is important to also
study the historical construction of these actord the broader structures that
they operate withif®® This does not necessarily mean agreeing on specifi
explanations of historical and contextual struguesd events. For example,
there are varying explanations on the historicall@ion of the post-Second
World War international economy as well as varyimierpretations on the
impacts that the different processes of globabisathay have on the economies
of the MENA region.

One final criticism of the epistemological diffitids of orthodox IPE relates to
the use of theory. Acknowledging the diverse raoigéheories that exist and not
simply labelling or approaching research using one of the threa paiadigms
(realism, liberalism or Marxism) has two main résulFirst, this allows the
researcher to understand the arguments, theoxiplsnations and interpretations
offered by other social scientists. Second, thélera of communication between
different research programni&scan be resolved which in turn can lead to the
understanding that heterodox scholars do not nadhsslaim their research
agendas should be everyone el$8'ss orthodox scholars do. The following

chapter expands on this brief map of how to prodoume effective and

37 Murphy, C., and Tooze, R. (eds.), 1991, p: 28.

138 Nelson, D., 1994, Trade Policy Games, in Murphy,a®d Tooze, R. (eds.), 1991, p: 129.
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heterodox IPE work by presenting the methodologicahdations of this thesis

in detail.

State-Centric and Conflict-Centric MENA Studies

According to F. Gregory Gause, the majority of e@skh and scholarly work
focusing on the MENA region has traditionally beesrried out by western
academics or western-educated acadeffifdsor Fred Halliday this has led to the
majority of work on the international relationsioternational political economy
of the MENA region being dominated by a narrow &g approaches and a
limited range of issues being considet&lin short, the study of the MENA
region in IPE, IR, Foreign Policy Analysis and MEN#tudies among other
disciplines has been dominated by western conaeptibthe region and western
interests. Thus there is a distinct problem of wlaa how IPE takes into
consideration the actors, issues and processée MENA region. In the case of
the actors of the region, the vast majority of $atlp work concentrates on a
system of states. L. Carl Brownsternational Politics and the Middle East a
prime example of the state-centric approdchwith regards to the issues and
processes of relevance, Edward Said has arguedntheistream approaches
focus on inter- and intra-state conflict and natueaources?* The result is that a
range of issues of importance, such as the integraif legal frameworks

governing various international economic activitiexe not studied.

With regards to the dominant state-centric apprdhehe are two main critiques.
The first, according to Tariq Ali, is that the MEN®egion has not historically
been constituted by stat¥8.The modern state in the MENA region is a relagivel
new type of actor. The second critique is, as Pdemsfield argues, that human

forms of social organisation in the region haveddrisally taken the form of a

1“1 Gause, F. G., 1999Systemic Approaches to Middle East InternationallafRens
International Studies Association Annual Conventjaublished by Blackwells.

12 Halliday, F., 2005.
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number of hierarchical entities very much unlike thodern stat&® At the top
of this hierarchy of actors is thgar al-Islam or House of Islam, the singular yet
not unitary empire of Islamic peopl&¥. Progressing down the hierarchical
structure, Fernand Braudel claims that sub-regi@maities with some of the
characteristics of modern states can be foundowdih these entities were
organised around geographical, ethnic and trilaisfi*® The most discrete form
of organisation in the region has been and stithes tribe — which this author
likens to contemporary non-governmental organisatitNGOSs) in other regions.

An old and resurgent form of actor also exists Ipgr#o the tribe. This is the
corporation or multinational corporation (MNC). ®hun the first instance,
simply analysing the state as the dominant formactbr in the region risks
producing inaccurate conclusions due to the hisatlyi ‘foreign’ nature of and
relatively recent arrival of the state as actothia region. In the second instance,
as Kenichi Ohmae has highlight&d failing to incorporate other forms of actors
such as the MNC in any study of international jpcdit economy produces
incomplete analyses. This is because the agencyngratt of a large number of
actors is not understood or considered, thus pinduélse or incomplete

conclusions.

In relation to the range of dominant issues which studied, Andrea Teti and
Claire Heristchi claim that conflict has more oftéran not been the foct®
Tarig Ismael meanwhile argues that the study ofréggon’s natural resources
and their importance to extra-regional actors aystesns comes second on the
hierarchical issue agend#.Studies of the international political economyttoé
MENA region have focused on other issues such adefrpoverty alleviation,
education, environmental protection and so on, lewethese issues and the
research done on them, are consistently excludeah the ‘core intellectual

ijj Mansfield, P., 2003A History of the Middle Eas®™ Edition, London: Penguin.
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discourse’ on MENA studies. For Larbi Sadiki thssd disciplinary weakness
which must be rectified by ‘bringing in’ to mainsam discourse previously
excluded and under-studied issues and researctsfopit is the belief of this

author that while the study of the politics, ecomzsninternational relations and
international political economy of the MENA regiom the social sciences in
general has been limited, the most extreme casxatision and selectivity is
within IPE. This is for the reasons highlighted abaegarding what is studied
and also for how these issues are studied.

The unfortunate truth is that the majority of issyertaining to the international
political economy of the MENA region that are stdlare examined from a non-
MENA perspective. Edward Said’s work on Orientalisas led to the emergence
of a new paradigmatic approach to studying the MEMgion which does not
reduce the actors - and most importantly the peepdé the region to mere
subjects of study by ‘other§®® Despite this, however, as mentioned above,
scholars such as Rashid Khalidi and Bashar Malkanginating from the
MENA region have often produced studies which useeatern approach in the
sense that the study does not take account suifigci@f MENA actors and
interests. Worthy of mention here is a recentlyaldsthed academic journal
entitled Arab Insightpublished by the World Security Institute, whosmit is to
provide a platform for research on internationddtrens done by MENA-based
academics with a non-western approach. It is thedithis study to break with
the mainstream tradition and use a more holistmr@gch to the study of US-
Jordan trade relations. Thus, this study will retus solely on any ongpe of
actor such as the state, nor will it focus on dohfls a central theme.
Furthermore, the actors, interests and process#seofordanian element of this
study will not be ignored. This does not, howeweuate to this study being
Jordanian or non-western focused — this would simipé replacing one

incomplete approach with another.

152 3adiki, L., 2004The Search for Arab Democradyondon: C Hurst & Co Publishers Ltd.
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Re-interpreting US Strategies and Interests

Of the three areas of academic enquiry reviewdatii;ichapter, the study of US
foreign and trade policy is perhaps the most cotapldowever, there are still
issues and processes which have not been fullyidemesl or analysed. As
Eugene Wittkopf, Charles Kegley and James Scoitth¢lattention has generally
tended to be directed towardgher the United States’ strategic interests and the
use of foreign and trade policy as a mechanisnchiese these interests on
the economic impacts of such policté$.In short, there has too often been a
divide between research focusing on the politispleats of US foreign and trade
policy on the one hand and economic aspects orottner. John Rothgeb Jr.
argues that consideration of tpelitical economyof US interests and policies has
not tended to be the traditional route of analySiaVith regards to US-MENA

relations this has historically been the case.

With regards to US-MENA relations, there are a nambf key political,
economic and social issues within the MENA regidnalv have been seen as the
root causes of the major problems the region hesdfaAs Peter Hafitf has
highlighted, the attention to what is essentidtly tomestic structure of a foreign
region stems from the vested political and econoimierests that the United
Sates has in this regidf. Douglas Little argues that for the United Statés,
threat of instability and conflict in the MENA raxi is the primary challenge to
these key strategic intere$t&.For example, the threat of military action in the
region can easily disrupt the flow of oil to the ndomarket. The second major
concern for the United States since the end of @wd War has been

134 \ittkopf, E., Kegley, C. W. Jr., and Schott, J008, American Foreign Policy: Pattern and
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international terrorism>® Prior to September 11 2001, terrorism emanatiom fr
the MENA region was seen mostly as a threat fagethé ruling elites of the
region and US interests abroad. However, the phenomhas since become a
direct threat to the territory of the United StatEBsrthermore, slow economic
growth, impassable barriers to trade and relativeblated economies in the
MENA region have become key obstacles not onletpanal stability but also to
US access to the region’s markets.

According to Michael Oren any study of US- governiaé and non-state actor
policy towards the MENA region, whether foreign toade policy, must take
these broad interests into accotfiitiowever, as Richard Feinberg argli¥ghis
must be done in a manner which allows for the mgith of political and
economic interests and policies to enable a stlidlyeopolitical economy of such
policies. For Tom Hanahoe this entails moving afvasn focusing solely on one
key interest at a time and critically assessing hd® governmental interests
interact with the interests of US non-state acgush as MNC$%? In the post-
9/11 era, it has too often been assumed that thgdy&mnment desires above all
else a restructuring of the state system of the KENgion through forced
regime change in order to secure its main interiestee region. Thus attention
has been drawn mostly towards security issues aitithmn conflict. Geoff
Simons’ book entitledruture Irag: US Policy in Reshaping the Middle E&sa
prime example of this type of approadh.

This study aims to demonstrate how it is possibldgvelop more comprehensive
and eclectic analyses of US foreign and trade pabaards the MENA region.

However, the approach taken in order to accomplisf does not necessitate
ignoring the traditional key interests of the US/gmment and non-state actors.
Instead, what is necessary is a re-interpretatiothese interests and what the
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political economy of US- governmental and non-stat®r policy is and how it

remains oriented towards securing these interests.

Conclusions

This chapter has critically assessed the natuoemtemporary IPE and the short-
comings of orthodox research. Within the disciplitieere are prevalent
characteristics which limit the effectiveness ofe&rch carried out. In the first
instance there are limitations to the range of wadlogical tools employed

which often result in research which has more immon with the natural

sciences than the social sciences. These are tmenibment to positivism,

rationalism and only three main paradigms. Secthmaljssue agenda included in
IPE has been constructed and perpetuated in a marimeh excludes certain

types of issues as well as alternative interests ampeting analyses. Within
these limitations, the areas of MENA studies and foigign and trade policy

studies present even greater problems. Studieshefiriternational political

economy of the MENA region have been dominated hggemony of state- and
conflict-centricism. In the case of US foreign ambnomic policy, studies have
focused on state actor interests and conflictuktiomships as the means of
pursuing these interests. Furthermore, politics aomhomics have either been
separated or studied in a dominant-less dominanterdavouring the former.

It has been argued that the first step in ordeuridertake a heterodox IPE
research project is to establish the framework iwithihich the issue(s) to be
studied can be assessed and analysed. InitiaBynilgans determininigow the
issue(s) will be studied. There are a number obleras that must be resolved
relating to the paradigmatic choices the projeckesaand the methodology
employed. As explained above a main shortfall ofcimlPE research is the
unnecessary amount of attention paid to engagitiy twve debate surrounding the
three main paradigms of IPE. This is a debate whiithnot be engaged with in
more detail here than it already has been. It gotant, however, to outline the

paradigmatic approach that will be used. The foilmachapter thus addresses in
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detail the theoretical foundations of this resegnadject and the methods used to

collect, analyse and present information.

A brief summary of the main points is, however,fukat this stage. This study
utilises an approach which rejects the totalitasiamnof positivism and the fallacy
of objectivism. However, this is not an entirelysppositivist and subjective
study. Rather, the possibility of objective andipast research is acknowledged
and the benefits of empirical observation and datkection are also utilised in
chapters three through seven. Furthermore, an amital position is
acknowledged which allows for the analysis of viagytypes of actors including
non-state actors such as MNCs as well as the \@fgms these types of actors
may take between different regions.

The second key feature of the research framewartkntust be decided upon and
highlighted before a heterodox research projectbmmnindertaken is to produce
an outline of what the issue agenda of the praogegbing to be. As stated above
the traditional issue of most concern to orthod®€ Ischolars has been
international trade. The lack of ability of orthedscholars to incorporate other
iIssues into the issue agenda has been their mpsttant failure. However, there
exists an equally important problem with the conmmeitt to preserving the issue
of international trade as the primary issue onafgenda. When a ‘secondary’
issue is the focus of a research project the résdlttended to be that the project
is undertaken with the purpose of assessing thie issd analysing its impacts on
primary issues such as trade. The reader couldrige/én here for assuming that
this research project is therefore in contradictiath the aims of diversifying
and developing IPE as this is a study about intemnal trade. However, there
exists a key difference between this research gr@ed other such studies that
are orthodox in their approach and their findings.

While this project aims to assess the politicalneroy of international trade
between the United States and Jordan, there avenaer of more subtle issues
that are engaged with. As highlighted above, a commisunderstanding is that
international trade is the primary issue and dieotissues are always understood

as part of its processes. While this is sometiesase, this study does not aim
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to simply assess the impacts of international tutstins on trade levels. Likewise
this project does not aim to assess perceived rskzgy’ issues of US-Jordan
relations such as cultural animosity, forms of goaece and so on, on current
and future levels of bilateral trade. However, ttisdy also does not ignore trade
as an issue simply because it has received muetitiatt in IPE. In fact the study
of trade in IPE has often ignored the MENA regiord alordan in particular.
Furthermore, US-Jordan relations and US-MENA retai in general have

focused largely on issues of conflict and resources

The intention of this study is therefore to offétematives to both the orthodox
approach of studying tradgend the critical approach of ignoring trade. This stud
thus assesses the relationship between state amdtate actors in both the
United States and Jordan in forming patterns afetria order to evaluate current
and future patterns of political and economic coapen and integration between
the two states. In this sense the primary issuehisf study is international

cooperation and interdependence while the seconslsuig is international trade.

The following chapter develops the arguments irs tthapter relating to the
nature of IPE research and how best to study thegabeconomy of US-Jordan
trade. Thus chapter two establishes the theoretmalameters and the

methodological tools of the liberal institutionaleggproach used in this study.
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Chapter Two

Theory and Methods
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Introduction

After establishing the aims, focus and disciplineglevance of this study in the
introduction and chapter one it is necessary to astablish how this project will
be approached theoretically. Furthermore, it isarapive at this point to establish

the research methods used to collect, analyserasén information.

In order to coherently achieve these aims it iseegary to establish a structural
framework to the chapter that identifies and adgredour main areas pertaining
to the research process. The first two sectionghef chapter will therefore
address the related questions of ontology andespabgy respectively. David
Marsh and Gerry Stoker summarise the importancthege two issues to the
research process and the final work presented lesvé “...ontological and
epistemological positions are crucial because thlegpe what we think we are
doing as[Social] scientists, how we do it and what we think we damm about
the results we find** Here it is important to refer back to the critiqué
orthodox IPE and the common ontological and epistegical foundations it is
largely based upon presented in chapter one. Djiriatked to and founded upon
where one finds oneself in terms of ontological apdtemological positions is
the conception of theory, implicitly or explicitigmployed in any research
project’®® The third section will thus outline liberal institonalism as the
theoretical approach this study takes (albeit asitecal liberal institutionalist
approach). Here, some of the criticisms of thisragph will be taken into

consideration.

The fourth section introduces the research metlisds to collect, analyse and
present data in this study. It has historicallyrbéiee case that the majority of
social science research, IPE research included, beeh basedeither on

qualitative or quantitative research method8. However, this type of

164 Marsh, D., and Stoker, G. (eds.), 200Beory and Methods in Political Scien@? Edition,
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Cambridge: Clarendon Press, pp: 57-61.
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exclusionary methodology does not always allowtlier most effective research.
Rather, if done correctly, the combination of guadive and quantitative methods
in social science research can be beneficial angoavide the research findings
with an added legitimacy. This position has beevoadted by scholars such as
Norman Denzin and Yvonna Lincoli’ Martyn Hammersley,'®® John
Creswell**® Abbas Tashakkori and Charles Teddlftand Melvyn Read and
David Marsh'™* This section of this chapter will thus draw upamsg of this
work to solidify the arguments presented. A briehdusion will summarise the
main points providing an outline of the researcdartaken and presented in the

following five chapters.

Ontological Foundations

David Marsh and Paul Furlong argue that in ordesutine how any study will
be carried out it is important first to outline whhae project is fundamentally
about'? Chapter one established the disciplinary framewsitkin which this
study takes place while the introduction to thigsik established the core
research questions regarding the political econofrlyS-Jordan trade relations.
It is essential also, however, to introduce theolmgiical orientation of this
research project. According to Martin Hollis there two main forms of social
science study. The first being a study which seeksderstand and explaitihe
nature of social phenomena, relations, structunelgoa processes in international
political economy, such as the causal factors amdpects for trade relations
between the United States and Jordan. The secpedfystudy is one that seeks

to offer interpretationsof these phenomer& Therefore, as Frank Bechhofer
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and Lindsay Paterson have argued, defining whethegsearch project seeks
either to offer a tautological claior to offer an interpretation is where one must
begin in order to establish how the project will terried out’® One of the
problems with IPE outlined in the previous chapi®rthat the majority of
orthodox research firstly is based upon a foundatist ontology restraining any
enquiry to seeking merely to understand and expkue ‘truth’ of the
phenomenon studied. Secondly, the common sensgtance of this type of
position is not questioned and so a conscious ideces to whether or not the
project seeks to understand, explain, predict es@ibe (or a combination of

these) is not engaged with.

If a research project seeks to present a taut@bgiwderstanding and explanation
of social phenomena, the project will be based uponontology that is
foundationalist rather than interpretivist or astindationalist”> Foundationalist
ontology holds that there is a ‘real’ world whickists regardless of whether or
not the researcher exists and whether or not teeareher is aware of this
world.*"® Furthermore, foundationalist research perceivis ‘thal’ world to be
observable. Scholars such as Michael DePaul afriehis ‘real’ world can be
understood and, more importantly, explained throwgientific research’’
However, if the research project seeks to provideingerpretation of social
phenomena without claiming to provide a universaltye and accurate
description of such phenomena, then the project is anti-fouodalist or
interpretivist. This means that one would believeview that there is no single
real world, or absolute truth in existence. Instérsworld issocially constructed

and can only binterpretedin different ways-"®

This project is based upon a number of basic [plesirelevant to the discussion
of ontological foundations, which are as followke tsocial world contains a

174 Bechofer, F., and Paterson, L., 2080inciples of Research Design in the Social Science
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range of constitutive elements which exist regasllef the cognitive awareness
or interpretation of the researcher but any undadihg of these elements is
subject to subjective interpretation. Furthermanealysis of these elements and
many tautological claims developed remain to aaterextent influenced by
opinions or interpretation. In the first instantere exists a global economy or
international political economic system which haservable elements. However,
this global economy is dynamic and in a constasesdf change as opposed to
being static and un-changing. That is not to say there is general progress in
the nature of this system and the well-being itvtes for those involved in it.
Instead there is constant ‘horizontal’ change & structures, and processes, as
well as the constituent social phenomena (whiclude actors at the individual,
national and international levels) and the relaibatween them.

The global economy is dynamic because it is casietit of and by individual
humans and collectives of humans. The global ecgnisntherefore subject to
alteration by the actions of its constituent péus at the same time influences
and constrains the actions that agents can taleisthe of structure and agency
is therefore one of great importance to this stuelyithermore, features of this
global economy can be observed and descriptionsaaatyses produced. It is
important to note then that this project shares escmammon ground with
foundationalist approaches. However, this thesiesdaot seek to offer a
tautological claim regarding the nature of the il economy of trade between
the United States and Jordan. Instead this progsstks to provide an
interpretation of the political economy of theséatiens and offers the best

analysis possible within the remit of this study.

There are also agents within international politeeonomy that exist separate
from the study and understanding of them. Whileakact nature and functional
characteristics of these actors are subject to inmgrynterpretations and

explanations, this is not simply because the ordy \m which they exist is as

social constructs through discourse. Rather, amyysbf these actors is subject to
both practical and intellectual limitations. In shahere are limitations on the
depth and scope of research into social phenomestaas time available for the

study, physical access to relevant data, matagheople and so on. There are
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also limitations on the ability of the researchemptocess the mass of data and
material garnered in research carried out. Thisrsg@oint directly relates to the
ontological position of the researcher. How the ldiois viewed and how
knowledge is acquired from this view is unique k@ tobserver and as such

understanding of the world is bounded by intellect.

Actors, therefore, exist and are observable, amsl possible to identify patterns
of behaviour, processes and relationships betwewh aanong these actors.
However, as with the global economy, these act@sabject to constant change
and dynamic movement and subjective limitationsusr@voidably placed on the
study of them. The actors in international politieaonomy considered in this
study are the individual, the NGO, MNC, the Int¢im@al Governmental

Organisation (IGO), the International Financialtitugion (IFI) and the state.

Epistemological Foundations

While ontology has been discussed first, ontoldgmandations do not form the
basis of epistemological positions. Rather the an® intertwined, neither being
of primary importancé’® However, for the purpose of developing the apgmoac
taken in this study it is perhaps necessary to idensepistemology second.
Epistemology, crudely defined is how one understaanad explains or how one
‘knows’. Of most importance here is the questionwdfether or not one can
tautologically understand and explain phenomenatlamdelations between them.
Are these relationships all directly observablew there some which cannot be
directly observed? How one answers this questidimete one’s epistemological
position'® There are in broad terms two ways of classifyttmg answers to this
question. The first broad classification is ‘scigat that is that the answer is yes
there are relations between social phenomena andaweobserve these and
understand a singular truth and offer tautologegblanations about them. The
second classification is ‘hermeneutic’, this bethgt there are no real relations

between social phenomena that can be observed dadtified, only

9 Marsh, D., and Furlong, P., 2002, p: 19.
180 |pid.
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interpreted®® It is important for the purpose of undertaking iabcscience
research to first be aware of one’s own epistemoébgosition by addressing
this issue and ascertaining one’s answer. Agairn wiich IPE research as
outlined in chapter one, these questions are rdreaded. This often leads to not
only the maintenance of the political economy obwiedge production as
defined by Robert Cox but also reinforces the wastentric and hierarchical

nature of orthodox IPE.

Scientific epistemology is generally positivist afaindationalist in ontology,
arguing that there is a real world out there andcas observe, understand and
explain it through vigorous researtfi.There are in fact two types of scientific
epistemology: positivist and realist. A point toteas that the realist strand of
scientific epistemology is not to be mistaken with paradigm of realism. Where
it differs from positivist scientific epistemologyg that it also entails the belief
that there are some structural relations and psesewhich cannot be observed
but which are important parts of the social wdfft.These structures and
processes determine and constrain the social pharenvthich we can observe.
Furthermore, this type of approach allows for aknagvledgment of subjectivity
to a certain extent and a synthesis with the inétingst conception of
understanding. In a sense, realist scientific epislogy is morelesirablethan
positivist scientific epistemology in a heterod@search project as there is the
admittance of the fact that we may only be ableffer thebestexplanation and
description of social phenomena as opposed to $oeertifically proven’
explanations and descriptions of positivi&th.

The hermeneutic or interpretivist epistemologiaagipon is the polar opposite of
positivism but shares some similarities with reatisientific approache$® As
mentioned above the hermeneutic approach sees thkel wot as existing

separate from us but as socially or discursivelystmicted. It is therefore anti-

181 cardinal, D., Hayward, J., and Jones, G., 2@pistemology: The Theory of Knowledge
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67



foundationalist. In this view social phenomena @b exist independently of our
understanding of them, instead it is our awarenesgsunderstanding of them that
directly affects outcomes and the way in whichweeld exists'®® It is therefore,

the interpretations and meanings attached to spb@homena which we should
be trying to identify and understand. As the sooealm exists only as a social
construct it is therefore not possible to study @&xglain social phenomena,
structures and processes and claim ‘truths’ abbese®’ It must also be

acknowledged that it is not possible to carry objective research as the
researcher is part of the traditions and discourd@sh are being studied. This

position therefore acknowledges the double hernmtentt

In addition to the ontological foundations introddcabove, all research projects,
this one included, are approached with a set dfteypiological foundations. For
this study these are as follows: there are obsérarial phenomena which can
be understood and explained, however, there are ralny other phenomena
which cannot be directly observed, understood ampthened. Furthermore, there
are determinististructures and processes which are unobsen@btaeof these
phenomena, structures and processes can be analyseldrstood and
explanations produced within the framework of theearch project. In contrast
to the hermeneutic position, interpretation is identified as the only element of
research, social existence or international ratatias a whole. However,
objective research is not believed to be possibie hs the researcher will always
have individual interpretations, biases, values sm@n which interfere with the
understanding and explaining of social phenomerfas Pproject is therefore
approached by acknowledging to an extent foundalisin elements in the
theoretical approach but is anti-foundationalisbiiological position and uses a

synthesis of a realist-scientific and interpreti@pistemological position.

Conception of Theory

18 Marsh, D., and Furlong, P., 2002, p: 26.

187 See Howarth, D., Discourse Theory, in Marsh, Dd &toker, G. (eds.), 199%heory and
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As discussed in the previous chapter there are rabeu of demands and
constraints regarding the theoretical approach @oubed in this study. The
critique of the discipline of IPE and the pursuitaomore heterodox approach to
studying international political economy accourds finuch of these. Analysing
the political economy of trade between the Unitddt€s and Jordan at the
domestic, state and international levels also glaget more demands and
constraints on the theoretical tools to be usedthitd set of demands and
constraints are generated by the need for a thealrapproach which allows for
the inclusion in this study of multiple types oftas. On account of these
demands and constraints chapter one briefly intteduiberal institutionalism as

the theoretical approach to be used in this study.

It is not necessary, here, to outline and write in depthotrer theoretical
approaches in IPE. Rathelistnecessary, for the purpose of this research projec
to introduce and discuss liberal institutionalistonsidering some of the main
developments in the history of the approach, it®logical and epistemological
foundations and how these relate to those of thidysin order to introduce the
exact variant of the liberal institutionalist apach to be used here. In defence of
this position it will also be necessary to briefelate this approach to others. A
final look at the use of liberal institutionalism IPE will be followed by a
summary of how exactly it will be employed in thgsoject as a critical liberal

institutionalist approach.

The Development of the Institutionalist Approach

Within political science and the broader sociakrces there exists a relatively
broad school of theory which is labelled by manhddars of IPE and IR as
liberal institutionalisn?®® It must be noted however, that there is no single
institutional approach. Instead, there are a nundfeapproaches which are

related but which are occasionally contradictory iolth are classed as

189 Hall, P., and Taylor, R., Political Science and Fhree New Institutionalisms, iRolitical
Studies 1996, Vol. 44, No. 4, p: 937.
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institutionalist'° It is this variety and the way this has come tdHa¢ constitutes
one of the strengths of this approach and thusobtiege reasons why it has been
chosen for this research project. The variety efitationalist approaches stems
in part as a result of the ever changing natursoafal science theory and the
debates that continue, seemingly endlessly, abowt lest to do social science
research® Institutionalism has gained much from reactinghis debate after
coming under criticism in the early post-war era. Yivien Lowndes points out
“[u]ntil the 1950s the dominance of the institutednapproach within political
science was such that its assumptions and practi@e rarely specified, let

alone subject to sustained critiqu&’® This would soon change.

The study of the role of international institutions international political

economy has been central since the end of the 8eWdoarld War and

admittedly has been a focus of orthodox IPE rebedidn the first decades
following the war a highly practical organisationahalysis emerged that
focused on the issue of how well the newly formetkrmational institutions
addressed the problems for which they were credtetl.central assumption in
this debate was that post-war institutions wouldshaped and limited by the
international politics of the time. As a result faeholars held the view that
such organisations would be able to significamipact international relations
and live up to the tasks they were assigiié@he United Nations (UNY?® the

International Monetary Fund (IMEY and the General Agreement on Tariffs

1% March, J., and Olsen, J., The New Institutionali€rganizational Factors in Political Life, in
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and Trade (GATT)® were the subject of a large number of studieslarge

proportion of which were highly critical.

A number of these early studies assessed the impihet international
institutions could have on the policies of the majowers in Europe and North
America as well as the military relations betwelean. Howard C. Johnson and
Gerhart Niemeyer, for example, investigated the aote and roles that
international norms and the organisations to implemthem had on state
behaviour'® They asked the important question of whether stateuld be
willing and able to use force in order to presegpuélic law and order rather than
for the sake of gaining relative advantages ovéemnstate$” Johnson and
Niemeyer ultimately saw more value in the balande power approach.
Nevertheless, they called for a specific mechartisah could explain the effects

of institutions on actor behaviotf*

Following this call for such a mechanism was a damumber of studies
throughout the 1950s focusing on answering thetmresf institutional impact
on state behaviour. Understandably the majoritythafse studies focused on
international institutions and the role of the @ditStates in world affairs. For
example, the United States’ role in decolonisati@s seen as being influenced
by a range of institutions that were believed tadising US consciousness about
pressing issues that affected American intef@8®ne of the results of this surge
of research was the conclusion that the UN ha@adn liad an impact on some of
the most important international issues of the t{although this impact was seen

as being marginal).
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Lisa Martin and Beth Simmons argue thHabough lacking the elaborate
theoretical apparatus of current research, earlydsés of post-war organizations
had many of the same insights that have informemtiém’ institutionalism.2%?
However, it is worth noting that much of the resbatarried out in the 1950s on
institutions would be abandoned for the followingotdecades and only re-
emerged in the late 1970s. Of the most significagtdiscoveries’ of early
institutionalist research, and one that is instnotaleto this research project, was
the idea that international institutions can havsignificant impact on state
behaviour by acting through political channels bhé tdomestic level. B.E.
Matecki, writing in 1956, even went so far as tg #aat international institutions
had the ability to encourage national forces thaild directly influence the
making of national policg® Other key findings of the early institutionalist
research included: that the nature of internatipodtical economy impacts upon
the effectiveness of international institutionsatthit is worth studying this
effectiveness in order to understand and preditbrabehaviour; and that
elaborate organisational structures are not alwdngs best way to ensure

international cooperation.

More importantly, scholars writing on internationastitutions in the 1950s and
1960s were concerned not only with whether intéonat institutions have an
impact but alsohow they have an impact. However, a lack of a thecagkti
framework within which to understand and answeséhguestions meant that the
insights developed were simply replaced by othahpuwlogical tools borrowed
from the broader social sciences. Attention wasegbently paid to the internal
politics of international institutions as opposedtheir external characteristics
and ‘actions’ in order to explain their impactsioternational political economy.
This was largely encouraged by issues such as gbeotithe veto in the UN
Security Council (UNSC) which in many ways resultadhe paralysis of this
organisation. The UN General Assembly (UNGA) tooswscrutinized as it

increasingly became a workshop for East-West catditaon throughout the Cold

293 Martin, L. L., and Simmons, B. A., 1998, p: 731.
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War. Furthermore, following the influx of newly iedendent states in the 1960s,

the UNGA developed also into an arena for NorthtBeonflicts?®®

Regardless of the advancements in institutiondiesbry, its dominance in social
science research would be challenged and discdedite the behavioural
revolution of the 1960s. Behaviouralist scholargen@sistent upon dismissing
the formalisms of social science and political scee in particular, such as
institutions, organisational charts, legal assuamgtiand so off° Over the next

three decades theorists sought to find a more calmepsive way of doing social
science research. Rational choice theorists sucAndisony Downs sought to
explain international relations in terms of the apdndent individual unit's
rational self-interest®)’ At the same time theorists of a neo-Marxist oaénh

attempted to understand and explain the human waaldhe roles of structures

and systemic powef?

The influence of behaviouralism and the study ofdd#&estic politics have been
highly significant in developments in institutioislresearch. This is not least of
all because the many scholars in IPE have tradiliprbeen western (often
American) in origin or in education. The majority the emerging literature on
the internal politics of the UNGA throughout the6D3, for example, could be
traced back to developments and literature in thdysof US domestic politics.
Hayward Alker and Bruce Russett’s stultyernational Politics in the General
Assembly for example, acknowledgedhat studies of the American political
process by Robert Dahl, Duncan Macrae, and Davidnian were theoretically
and methodologically suggestive of ways in whidhaall data could be used to
test for the existence of a pluralistic politicatopess in a quasi-legislative

international organizatiori?®®
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By the 1970s a new research path in understandiegnational institutions had
been taken. Rather than focus on the formal charatinternational institutions,
Robert Cox and Harold Jacobson’s study of eightighsed UN agencies in an
edited volume focused on the structure and proses$einfluence of these
institutions and their outcomé¥ Their underlying assumption was that 10s
could be analysed as though they are unitary palisystems which had evident
patterns of influence. This research path led tonsgr-governmental model of
the influences of 10s. The core assumption of whiels that there exist intimate
inter-governmental and transnational relationsivigisveen different government

bureaucracies as well as between domestic pregeups®

A final strand of institutionalist research duritige 1970s emerged from Ernst
Haas’ neo-functional work. According to Haapofitical integration is the
process whereby actors shift their loyalties, exgtuns, and political activities
toward a new centre, whose institutions possesteorand jurisdiction over pre-
existing national state€*? Building on this assumption, the roles of interest
groups and individuals in the processes of intemmaand institutionalisation
were emphasised. The involvement in the nationdlcymaking process of
individuals and groups was seen as being highlyifsignt. Furthermore, these
actors were hypothesised to perceive benefits wolvement in international
institutions and thus view them as favourabfeln this study a range of actors
are considered and it is the interaction of thiargity of actors which is
examined rather than processes of integration Imtoadpout by consensus
building.

The developments within institutionalist researaiices the end of the Second
World War were rapidly disrupted during the earB7@s. The two decades of
predictable and relatively stable monetary relaiamder the Bretton Woods

institutions were shattered by the unilateral USisien made in 1971 to abandon
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dollar-gold convertibility and later to float theltar.?* The sudden emergence of
OPEC and its power with respect to oil pricing awpply further shook the
foundations of the liberal economic order. The 18i#3®mbargoes of the United
States and the Netherlands exemplified the newdqower and influence that
OPEC had in international political econofly.As a result a multitude of
responses to the series of events that undermimedhternational order during
the 1970s were presented. The most advocated omdiof was to strengthen
|Os in order to combat the problems of an incregigiinterdependent worlt®
The majority of the responses suggested were afteiradictory, however, one
similarity was evident. The focus on formal struetiand agreements based on
multilateral treaties such as the UN was no lorsgéicient in understanding and

explaining international issues and evenfs.

Confronted by a world characterised by complexrdgpendence, scholars began
to expand the study of international institutiosadi by including international
regimes - where an international regime is defiasda set of rules, norms,
principles and procedures, or in other words aoéeon-tangible institutions:®
By encompassing international regimes in instindicst research it then became
possible to study how international rules and noamsvell aslOs affect actor
behaviour. This allowed for the substitution ofwarderstanding of the workings
of 10s for a more thorough understanding of intdéomal governancé®
Through the late 1970s and early 1980s the studynteirnational regimes
developed in order to analyse in more detail theuonstances and ways in which
states cooperate with each other. A key componerthése questions is the

inquiry into how international institutions affeitte potential for cooperation.
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The study of international regimes developed iree¢hmain directions. First,
distributive consequences of actor behaviour wepdaced by consideration of
how international regimes are created in the fitate and how they change over
time and what role norms and values have in thizes<?° Second, specific
attention has been paid to the subjective meaninigeonorms and values which
influence the nature of international regimi&sThird, explanations began to
emerge by the mid-1980s that overtly connectedrnatenal regimes with
broader international cooperation. Here the rebbsted critique that states’
relative power, national-interests and relativengfdf are key features of
international politics has been adopted and byiibru Robert Keohane, for
example, developed research in the 1980s regahdiwgnternational institutions
provide ways for states to overcome the problembigh transaction costs (an
economist’s term which means the cost of making amidrcing agreements),
collective action, and information deficits or aspetries?® It must be noted that
Keohane’s work, while developing the institutiosalapproach in one direction,
also reneged on some institutionalist work by vreystates as unitary rational
actors and ignoring transnational coalitions. Femtore, the strength of
Keohane’s work lies in the value of explaining hmstitutions are created and

maintained as opposed to how they affect statevi@inet*

So, despite the tide of new approaches to sociahee there remained many
scholars who saw the institutionalist approacthasmost complete way of doing
research. Scholars such as R.A.W. Rhtfddsave argued that the institutional
approach is still useful and claims thatlapting the approach to meet the
criticisms of others has been successful. The tremula range ofnew

institutionalisms which specify and defend the agstions and practices found
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there within. These approaches have six core cteisticcs which as a whole
make new institutionalisms much more complete. First, thBes been a shift
from focusing on organisations, and other tangibkitutions to include non-
tangible institutions such as rules, norms, valumsd procedures. Second,
institutions are no longer held to be exclusivadynial, but including informal
conceptions too. Third, the view of I0s has thamefttecome increasingly
dynamic as opposed to fixed. Fourth, the valueseeltdd in institutionalism
which have come under scrutiny, have explicitlyrbdefended and included in
institutionalist research. Furthermore, the conoepof institutions has become
disaggregated whereas traditionally it has beemstiml And finally there has
been an over-bearing move from the view of ingong as independent actors to

one where they are embedded in particular contékts.

227

James March and Johan Olsen, who coined the teem institutionalism

have helped to redefine what the term institutieans for social science. Thus:

The bureaucratic agency, the legislative committiee,appellate
court are arenas for contending social forces,they are also
collections of standard operating procedures andtstires that
define and defend interests. They are politicabracin their own

228

right.

This argument prompts a number of important questifor this study which
must be answered. Such as: what actually conditate institution; how do
institutions operate; what is the capacity for undiials to influence the functions
and nature of institutions; and in turn how doitngbns shape and influence the
functions and nature of individuals and other &2dfhere seems to be no single
answer to any of these questions, instead, insiialist theorists offer differing,

but sometimes similar and over-lapping ans\f&tghe result of these differing

2% See Pierson, P., The Path to European Integrafiddistorical Institutionalist Analysis, in
Comparative Political Studie4996, Vol. 29, No. 2, pp: 122-163.

22" March, J. G., and Olsen, J. P, 1984, p: 747.

228 |bid, p: 738.

22 Jessop, B., 18-19 December 2000stitutional (Re)turns and the Strategic-Relatibna
Approach paper presented at the Institutional Theory ititifal Science Conference, Ross
Priory, Loch Lomond.

77



answers is the range of institutional approachdsctwPeters identifies as the
following: normative institutionalism; rational cice institutionalism; historical
institutionalism; empirical institutionalism; soigical institutionalism; and

network institutionalisni>®

Forms of Institutionalism

The differences in institutionalist approacheseafism the answers given to the
questions mentioned above. These answers are bmseslightly differing
epistemological positions. All institutionalist appches seek to understand and
explain social phenomena and relationships and wash sare largely
foundationalist in ontology. However, they vary timle manner in which the
world is understood and explained. On the one hhede are the normative
institutionalist ~ approaches  (normative  institutibsra;  sociological
institutionalism; network institutionalism) and tire other, approaches which are
rational choice variants (rational choice instin@lism; historical
institutionalism; empirical institutionalism andtémnational institutionalisn>*
The normative strand views institutions as orgdiusg, sets of rules and values
that determine appropriate behaviétfrin international political economy this
could mean institutions such as international cigpyrlaws which determine
when, where and by whom certain goods and seraieesgligible for production
and sale. A further example could be the Most FeadiNation (MFN) principle
of the WTO. The rational choice strand views ingiiins as organisations, rules,
values, norms, and procedures as determinantst@fations between utility-

maximising actor$>?

Referring back to the epistemological foundationd #ne core aims of this study

provides some clarity to the utility of the instianalist approach in this case.

230 peters, G., 1999nstitutional Theory in Political Science: The Néwstitutionalism,London:
Pinter.

21 | owndes, V., Varieties of New Institutionalisms: Aritical Appraisal, in Public
Administration 1996, Vol. 74, No. 2, pp: 194-195.

232 Knight, J., 1992|nstitutions and Social ConflicGambridge: Cambridge University Press, p:
17.

233 Weingast, A., 1996, Political Institutions: RatrChoice Perspectives, in Goodin, R., and
Klingemann, H. (eds.A New Handbook of Political Sciendg@xford: Oxford University Press.
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The general theme of this research project is tadystthe nature and
characteristics of trade relations between states dilateral and multilateral
basis. The aim is to understand these relatiotisarcontext of the international
institutions that have helped to determine themsT$in order to explain the
nature and characteristics of these relations aodige some insight into the
future prospects of cooperation and integratiomben these states and others. It
is not therefore a normative project but one tlsatnterested in the inherent
interests of actors and how these are pursued enctimtext of international
institutions. These themes and aims are best ex@dpin the institutionalist
approach which aims to assess how the behavicattofs determines the nature
of and is in turn steered by the formal and infdrsiauctural constraints of
international political economi/*

However, this approach does not leave much rooterms of analytical power
for the inclusion of the impacts of internationagtitutions on actor behaviour in
the normative sense. In short, an implicit assuomp®f this project is that

international trade can in certain circumstancesl & increased cooperation
between actors and thus increased stability at thetldomestic and international
levels. With this consideration, it seems most appate to conceptualise the
theoretical approach to this project as one whitdwa for a synthesis of both
rational choice and normative elements. This cat be accomplished by using
the liberal institutionalist approach used largddyt not exclusively in IPE and
IR by theorists such as Robert Keohane, Joseph Diyeaiel Griswold and Brink

Lyndsey.

Liberal Institutionalism
IPE theorists often point to the importance of a@erttypes of actors and

relationships for the management of internatioeédtions. The most often cited

are international institutions and hegemétyAs mentioned above there have

23 For an example of this type of research projeetRittberger, V., 1993Regime Theory and
International RelationsOxford: Clarendon Press.

235 Cohn, T., 2003Global Political Economy: Theory and Practjc€™ Edition, London:
Addison Wesley Longmann, p: 100.
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traditionally been two types of international ihgtions that are of significant
interest to IPE scholafé® first 10s and second international regimes.
International regimes often attempt to promote aternational system of
cooperation in the areas of monetary relationsiatatnational tradé®’ In more
recent institutionalist work as outlined above éhéas been the expansion of
what is classed as an institution to include abstad non-tangible elements of
the social world. These include: values, normsgkelprocedures, structures and
processes. At the same time many I0s attempt tm@e both economic and
political cooperation in a system which is charaseel by a high level of

interdependence between actors.

Liberal institutionalism focuses on the use of ing&tional institutions and a
liberal international economic order to promote qeeand prosperity among
states through greater interdependéntéchieving cooperatiofi’ in a system

of states and other actors is highly problematithase is no centralised authority
which can establish and enforce rules of behavidlavertheless, the liberal
institutionalist contends that a strong set of i@evides the framework upon
which states can settle their disputes peacefuithout resorting to violent

conflict.24°

Liberal institutionalists further contend that ldral international economic order
created and maintained by international regimesislet greater economic
interdependence between stdfésThis economic interdependence helps to

prevent conflict by increasing the profits of pdateoexistence while at the

3¢ Robert Keohane identifies three types of inteomat institutions - 10s, international regimes
and conventions. See Keohane, R., Neoliberal utistitalism: A Perspective on World Politics,
in Keohane, R., 1989, pp: 3-4.

%" Haas, E. B., Words Can Hurt You: or Who Said WhbatVhom About Regimes, in Krasner,
S. (ed.), 1983nternational RegimesZornell: Cornell University Press, p: 27.

2% Keohane, R., 1984, p: 44.

2391t is here held that cooperation between actorthéninternational system and in particular
states is desirable. Liberals advocate internationaperation as the most desirable form of
international interaction in order to establish andmote a ‘free’, prosperous and peaceful world
order in which, as John Locke (1632-1704) statedpfe’s ‘lives, liberties and estates’ can be
preserved. See Locke, J., 198%0 Treatises of Governme@ambridge: Cambridge University
Press, p: 368.

240 Keohane, R., 1984, p: 49.

41 |bid.
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same time increasing the costs of conflfétAccording to liberal institutionalism,
power is primarily economic in nature, and thereforuch competition between
actors takes place in the economic sphere. Hengeindreasing economic
interdependence and thus economic cooperation, etitiop between actors is
reduced. Furthermore, liberal institutionalists uergthat two conditions are
required in order to sustain a state of peace:rdefgendence and liberal

democracieé®®

One way in which interdependence is fostered isudpn inter-state cooperation
and economic integration by greater internationadlé. In a globalising world
system these trends are ever-increasing. Howeveafey levels of international
trade between states do not only affect relatidribeainternational level. Rather,
there is also a significant impact at the domdstiel *** Daniel T. Griswold has
argued that increased trade can have significantogmlitical and socio-
economic impacts within states. In the first instarade can help to influence
the political system of a state through increasimgraction between that state’s
citizens and those of other (perhaps freer) s@s&tt This interaction can take
the form of face to face meetings as well as vatebnic communications such
as phone, fax or email. Furthermore, increased aemuation between groups of
people who are involved with the processes of tatebring a sharing of ideas
along with exposure to alternative ways of thinkamgd organising civil society
and business. The flow of books, magazines and dbhnes of media can often
have a political and social context, helping tottiar spread different ways of
thinking. By exploiting the opportunities for foga travel and study that come
with foreign investment and trade, citizens canegigmce the political and civil
liberties of others thus further influencing theedtion of domestic political
demandg’®

242 For an authoritative and informative assessmertiood economic interdependence renders
violent confrontation obsolete see Angell, N., 19Tfie Great lllusion: a Study of the Relation
of Military Power to National Advantagéondon: Read Books.

243 Krugman, P., and Obstfeld, M., 200Mternational Economics: Theory and Polic§"
Edition, Reading, Harlow: Addison-Wesley, p: 3.

244 Griswold, D. T., Trading Tyranny for Freedom: Ho@pen markets Till the Soil for
Democracy, infrade Policy Analysislanuary 6 2004, p: 2.

25 |bid, p: 6.

248 | indsey, B., The Trade Front: Combating Terrorigith Open Markets, iffrade Policy
Analysis August 5 2003, p: 2.
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For liberals a key constraint on individual pokticfreedom is the extent of
governmental power. Economic freedom and tradepcawide a counterweight
to this. This is because the free market diffusEsiemic decision-making from
the control of a small number of governmental actand into the hands of a
broader range of actors. This reduces the powehefcentralised actors who
often use the power gained by monopoly over detisiaking to marginalise
other actors. David Held claims that the subsequispersion of economic
control creates space for non-governmental actagspaivate sector alternatives
to central political control and authority, suchcasl society®*’ The presence of
private sector corporations creates an alternaiece of wealth, influence and
leadership. Furthermore, non-state institutions banfunded by the private
economy. According to March and Olsen, these instihs can provide new

ideas, influence and leadership outside the confrtile governmerft:®

Anthony Downs claims that increased internatiorede is often accompanied by
faster growth and greater levels of we&fthThese in turn promote democratic
practices by creating an economically independedt @olitically aware middle
class. A larger middle class means a larger nurabpeople who can afford to
be educated and take an interest in political &faluthoritarian systems of
governance can be prone to acute shifts in econgualicy. As citizens gain
more assets and establish businesses and cardleesprivate sector they will be
more likely to desire continuiy’® At the same time that increased international
trade and integration at the international level lesmd to impacts at the domestic
level, actors, institutions, and processes at tmastic level can impact upon the

emergence, nature and success of internationgiratten>*

Liberal institutionalism like other theoretical appches, as mentioned above, is
very broad, complex and encompasses a large numbekey principles.

Furthermore, how these key principles relate tcheatber often deviates from

47 Held, D., 1995Democracy and the Global Order: From the Modernt&ta Cosmopolitan
GovernanceCambridge: Polity Press.

248 March, J. G., and Olsen, J. P., 199Bmocratic Governanc&lew York: Free Press.

29 Downs, A., 1957An Economic Theory of Democradyew York: Harper and Row.

ZOMill, J. S., 19910n Liberty and Other Essay®xford: Oxford University Press.

%1 axelrod, R. M., 1984The Evolution of CooperatiofNew York: Basic Books.

82



one version of the theory to another. It is, howeymssible to identify and
present the key principles used in any particybgar@ach and how these relate to
each other. The exact nature of these principlek thair relationship to each
other determine the unique nature of any theordefcalysis. In this thesis a
critical version of liberal institutionalism is wsevhich shares much in common
with the institutionalisms used by scholars sucliRabert Keohane, Joseph Nye,
Ernest Haas and Robert Axelrod as highlighted ab®eene amendments and re-
interpretations are made, however, which whilet@aiin scope are significant in

terms of impact on what is studied here and how.

With regards to the similar key principles and agstions adopted in the

theoretical approach to this project are a numldecoonmon elements within

broader institutionalist approaches. In the firsgtance is the assumption of a
global system which is characterised by limitedoglogovernance and regulation
of state and non-state behaviour. Here, while selements of global governance
can be seen with regards to some issues and pescesparticular regions, the
belief in the existence of a global system whiclclsser to the conception of
anarchy is adopted. Furthermore international tuntsbns are aimed at addressing
the anarchic system and allow for greater intevactvhich helps reduce anarchy.
Secondly, institutions are seen here as being dge@gimes. Thirdly, a plurality

of actors is assumed. No single type of actor,ha¢ & state or MNC and so on,
can ultimately be defined as universally dominardrdime and space. Rather, all
types of actors can be relevant and can have idifféevels of importance with

regards to different issues, processes, relatipasim different places and at

different times.

A fourth key principle which forms the version dédral institutionalism used in
this thesis is the belief that all actors have aamg objectives which they pursue
— whether through cooperation or conflict. Howeerationalist approach is not
fully adopted here. Instead, while actors haverasis which they pursue these
interests and the actions taken to achieve themnobgome as a result of wholly
rational calculation under circumstances of perigicrmation. The belief here is
that often interests and subsequent policies aedbapon imperfect information

and imperfect calculation. In short we can onlysgofar as to claim that actors
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have interests which they pursue but we cannotnasswationality. We must
therefore include a deeper discussion of the fdomabf actor interests and

policies.

Issue linkage or issue interdependence is alsoygokaciple discussed in this
project. This point is linked directly to a sixthnxiple which is that international
relations are a plus-sum game — this point is dised below. The assumption of
issue linkage and interdependence is pivotal te #tudy as it allows for a
complex analysis of the political economy of traoetween Jordan and the
United States in a heterodox manner. The issudaiélal trade facilitation at the
state level, for example, is directly linked witkther issues such as state level
cooperation on foreign policy matters, non-statéora@ctivity in domestic
markets as well as societal interaction and so Famthermore, international
relations and domestic relations are intricatetkéid and often inseparable. Thus
the Jordanian government’s decision to facilitatedé with the United States
should be discussed not only by examining Jordaimmgn policy but domestic
policy and interests as well. Also, repercussidngrocesses and relationships at
one level of analysis can be extremely importankeading to repercussions at
another level — such as the arguments put forwgrBrimk Lyndsey and Daniel
Griswold regarding the link between trade and deater processes at the

domestic level.

The critical version of liberal institutionalism eg in this thesis is original in a
number of ways. A first way, as mentioned abovehes denial of the inherent
rationality of interests and actions. A second, aechaps the most significant
element of originality, is the belief that interiweal cooperation through
international institutions is a plus-sum game whire@ actors involved are all
able to pursue their interests in order to maxintisgr gains. However, these
relations are characterised by multiple linkagesvben different issue areas at
different levels of analysis which can be definsde@her plus-sum or zero-sum
games but when combined result in an accumulatiagams leading to a plus-

sum situation.
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These principles and the relationship between tHemm the theoretical
framework within which the remainder of this stuthkes place. Throughout
chapters three through seven these theoreticghasgs will be used to guide the
discussion and analysis that follows. Having nowingel the conception of
theory used in this project it is possible to descand define the methods used to

collect and analyse information.

Methods

Ontological and epistemological foundations hawd&act impact on the methods
employed in any research project. It is thus useé€ulbriefly consider the
ontological and epistemological foundations of théerent strands of social
science methods — the qualitative and quantitatp@oaches. The possibility of
combining these two types of methods will then $seased and an outline of the

methods used in this project presented.

There are two broad methodological directions finsject can take. First the
research can beither quantitativeor qualitative and second, the approach could
be to combinethe two methods in a manner which allows for tloherent
application of botlf>? Historically, most social science research hasrathe
first route®® However, it is becoming increasingly the case teaearchers are
aware of the utility of combining the different 8 of method$>* Doing this is,
however, more difficult and needs to be carefultiempted in order not to
produce a piece of work which is incoherent andfé@agive in its findings. This

is because both qualitative and quantitative metlavd based upon different and

occasionally contradictory ontological and epistéogical positions.

The quantitative approach has in the past been asenlosely linked to a
foundationalist ontology and a positivist episteogy. In other words,

gquantitative methods are employed to study thd \neald’, which is observed,

%2 Devine, F., and Heath, S., 1999, p: 200.
#3Read, M., and Marsh, D., 2002, p: 231.
#4Denzin, N., 1970Sociological Methods: A Sourcebodbhicago: Aldine.
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and presented in the form of figures, tables, gsamfd so oA>° There is little if
any room forinterpretationin the ‘presentation’ of the ‘real world’. Inste#lus
presentation is intended to be taken as the aecarat true portrayal of the social
world. On the other hand qualitative methods haaeitionally been seen as
having an anti-foundationalist ontology and an riptetivist epistemolog$>® In
other words, methods which are qualitative in reanre employed to understand
the dynamic, constructed and evolving nature ofsih@al world, not to unearth
and explain observable ‘truths’ — of which, to tipealitative researcher, there

simply are non.

It would seem therefore, from this very basic ourlg of traditional assumptions
of the ontological and epistemological foundatiohgshese two types of methods
that a research project such as this one, whiblassed on an anti-foundationalist
ontology and a realist scientific epistemology,tthegthods to be used pose a
problem. However, this thankfully is not the ca¥®¢hile the divide between
quantitative and qualitative research remains kigtionounced in academic
circles and some researchers do still reject cemaethods out-right because
these methods do not correspond with their epidtgiwal position (whether

implicitly or explicitly),?®’

this is increasingly not the case for many redeas.
Social science researchers have realised that dumdhtative and quantitative
methods are of some use and that there is in fawflis to combining theR?®

This is the approach that is adopted in this ptojec

While these two research traditions do have th&im oharacteristics and in some
ways are very different and have traditionally basad to study different things,
the academic discussion surrounding them has ledfadse dichotom$® It is
worth briefly discussing the positive aspects adl ves the criticisms of
guantitative and qualitative methods in order toeasin how this is the case and

how the two methods can be combined.

25 Kirk, J., and Miller, M., 1986Reliability and Validity in Qualitative Researdhondon: Sage.
26 | ofland, J., and Lofland, L., 198%Analysing Social Settings: A Guide to Qualitative
Observation and AnalysiBelmont: Wadsworth, p: 12.

%7 Miles, M., and Huberman, A., 199Qualitative Data Analysis: A Source Bodkondon:
Sage, p: 40.

28 Bryman, A., 1988Quantity and Quality in Social Researttondon: Routledge, p: 90.
#9Read, M., and Marsh, D., 2002, p: 230.
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Quantitative Methods

Quantitative methods have largely held primacy otia science research,
including IPE research as discussed in chapter’@righis strand of method
relies on the observation and measurement of regemicidences of social
phenomend® such as the value of imports and exports or lewéldrade.

Advocates of quantitative methods argue that byeolisg social phenomena
over a period of time it is possible to understagdlain, predict and prescribe.
The methods employed include the collection of datd the construction of
tables, graphs, charts and models. This manageshéme data is used to display
‘facts’ as well as to deduce causal relationshipsl groduce predictive

information.

There are, however, a number of limitations of ¢hethods. First and foremost
there is the question of where does the data #ebbken collected and managed
originate from%*? It is argued that the use of secondary data fratsting
sources raises the possibility that the data useBliased, exclusionary and
potentially false. For example, the use of datahendollar value of annual trade
between the United States and its trading partinettsis study is taken from the
US Government Census Bureau. While it is believed this is a reliable source
there is no immediate proof that these figures iaréact correct. A second,
critique regards the quest of quantitative resesascho turn social phenomena
into a series of repeated and identical evefitdPE is a vast, dynamic and
complex field and as a result, any project thaksde produce explanations of
one set of social phenomena and relate them tasothast provide a mass of
evidence to support the claims it makes. Furtheemproviding evidence will
often not suffice to silence critics as this evicerwill generally claim to be
objective, a claim that is rejected by many sclwldihis is because objective

research is seen by most qualitative and some itpiare researchers as simply

280 Finch, J., 1986Research and Policy,ondon; Sage, p: 1.
%1 pole, C., and Lampard, R., 20®ractical Social Investigation: Qualitative and Quidative
Methods in Social Researdipndon: Prentice Hall.
222 Ragin, C., 2000Fuzzy-Set Social Sciend@hicago: Chicago University Press.
Ibid.
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not possiblé®® Quantitative research, therefore, must in some tekg into

account these criticisms and provide the most cmivg arguments possible
while conceding that all parties will not be saédfwith the research findings.
This thesis uses some quantitative methods bubthe of this enquiry rests on

qualitative argument and methodology.

Qualitative Methods

Qualitative methods often involve the researchenarsing him or herself in the
social setting which is being studied, observingl garticipating in social
phenomena. The aim is to interpret the sociallystoicted phenomena being
studied®®® During the research phase of the qualitative researoject, the
researcher will take extensive notes, constructtiuenaires and conduct in-
depth interviews as well as using various formgeat. The interviews may be
individual or group interviews and use a rangepdreended questions or guided
‘yes/no’ questions. The use of the open-ended murest such interviews is to
allow the interviewee to talk at length about ai¢pthis enables the researcher to
explore the phenomena being studied in more déptialitative research using
interviews will usually only include a relativelynsll number of interviewees but

a large number of interviews can be carried?8ut.

The qualitative methods mentioned here are notowiththeir criticisms. Using
only a small number of interviewees, for exampleiads the problem of
representation. In order to collect data of most tasthe research project it may
be necessary to select a range of sources thavauld anticipate would provide
a wide range of opinions, information and so onndiecting interviews of only a
small number of individuals risks alienating somale/favouring others as is the

case when snow-balling interviews (the practice agking interviewees to

%4 Allan, G., 1991, Qualitative Research, in Allan, &d Skinner, C. (eds.Handbook for
Research Studentspndon: Falmer Press.

2% Devine, F., in Marsh, D., and Stoker, G. (ed<0)2 p: 198.

%% Fielding, N., Qualitative Interviewing, in GilberN. (ed.), 1993Researching Social Life,
London: Sage, pp: 140-141.
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nominate others for interview). This must be tak#n account and justification

of one’s sampling strategies must be made to regbig issué®’

A second area where qualitative researchers hage baticised is in terms of
objectivity and bias. Critics argue that there lack of objectivity in the research
process and there exists a bias in the researchtaube relatively close
relationship between the researcher and, say tleeviewees®® However, as
information revealed in the research process manelagively personal or when
topics that are of a sensitive nature are discussm@ is often an inherent need
for such a close relationship and it may be unaief®® As a result qualitative
researchers do not seek objective research aratimpérceive this as not being
possible even if it was desired. In terms of thargk of bias, qualitative
researchers tend not to deny this but rather tencbhsider its impacts on the

research findings. Bias, it is believed is not retyiavoidable’"

A further concern with qualitative research is ttredre is a lack of legitimacy in
the research findings when generalisations arenateel>’* With only studying a
small sample of individuals it is not likely that@® could make broad conclusions
about social phenomena that enable the understamdiother situations. Any
comparisons that could be made between differeah@imena would act only as
guides and have limited confirmatory $é&.When employing qualitative
research, therefore, one may have to be careftlttgaaim of the research
project is not to produce understandings and egpilams of causal relationships.
A final weakness of qualitative research to notihé one can never be certain as
to whether such research findings are simply therpnetations of the researcher

and therefore not necessarily of great i8és such, qualitative research must

%7 Devine, F., and Heath, S., 1999, pp: 3-4.

28 Newell, R., Questionnaires, in Gilbert, N. (ed993.

269 Bulmer, M., Facts, Concepts, Theories and ProhlémBulmer, M. (ed.), 19845ociological
Research Methods: An Introductio®® Edition, London: MacMillan, p: 111.

"0 Finch, J., It's Great to Have Someone to TalkTthe Ethics and Politics of Researching
Women, in Bell, C., and Roberts, H. (eds.), 198dcial Researching: Politics, Problems and
Practice London: Routledge and Kegan Paul.

I Rose, G., 198Deciphering Sociological Researdondon: MacMillan, p: 38.

2’2 Marsh, C., Problems With Surveys: Method or Episttogy, in Hay, C. (ed.), 1977,
Sociological Research Methods: an Introductibandon: MacMillan, p: 91.

2 Silverman, D., 199Qualitative Research: Theory, Method and Practlaendon: Sage.
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emphasise the plausibility of the interpretatiorir@ research findings in detail in

order to add legitimacy.

Combining Methods

It is clear from the brief overview above that bahantitative and qualitative
methods have their merits and their weaknesses.ekfw the criticisms of
these approaches are somewhat answered by comliti@rig/io in some form.
This is for two reasons: first, there are often toany aspects of any research
question addressed to be dealt with comprehensivglyust one approach,
which provides the basis for criticism; and secotig use of two types of
methods produces increased validity through the amtimg as a check on the

other and also addresses most if not all of theaspf the stud§’*

Creswell argues that there are three basic formsoofbining qualitative and
quantitative methods> The first is a two-phase design which entails shely
conducting separate qualitative and quantitativasph. The benefit is that the
researcher can use both methods and operate witien corresponding
epistemological paradigm thus silencing criticse ®econd approach Creswell
labels as a dominant/less dominant design. Thalsrnhe researcher selecting a
dominant approach with elements of the other iretlish the overall study. The
strength of this approach is that it allows coheyewhile at the same time
selecting data from either a larger or smaller patman (depending on the
dominant approach). Finally, Creswell suggests gedimethodology design
could be employed in social science research. fitgans that either type of
method approach can be used at any stage of thecprdhis adds to the
complexity of the project but allows the researdherchance to take advantage

of all the methodological tools availal5ie.

2’4 Read, M., and Marsh, D., 2002, p: 237.

275 Creswell, J., 1994Research Design: Qualitative and Quantitative Ammtes London:
Sage.

2% Ibid, p: 177.
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Attempting to combine the two types of methodsaswithout its complexities.
Returning to Marsh and Furlong’s argument, ontolayyd epistemology
constitute a ‘skin not a sweater’. In the abovetises the ontological and
epistemological foundations of this study have beetlined. It is important to
note that these have not bedtosenfor this project, but have been identified as
an inherent part of the research process. Thimypoitant for the potential of
combining qualitative and quantitative methods.ikinsome scholars, such as,
Hamersley’’ Padgett’® and even Creswell? this author does not believe that
the issue of ontology and epistemology and thdeces on the coherence of
research methods employed can be down-played. diffisult to envisage a
situation where an interpretivist could collect aadalyse hard, quantitative
data, such as facts, figures and so on. Howevas, itossible to envisage a
situation where the collecting and analysing ofdhdata and the attempt to
explain the social phenomena which are being studan be done by using
both quantitative and qualitative methods. Thiwlst is termed ‘triangulation’
in the data and is most similar to Creswell’'s selcquosition, that of a

dominant/less dominant approach.

It would be false and highly incoherent solely taptoy qualitative research
methods in a study such as this one which seelsiuly phenomena in the
‘real’ world and explain them. For this, quantiv@imethods must be employed.
In more detail, it would be unrealistic to studsde relations by neglecting or
refusing to use quantitative methods to collect andlyse figures on levels of
trade between states, the goods and services \ahécheing traded and so on.
Therefore, quantitative tools will form a major paf the methods employed
here. It is important to note however, that the okguantitative methods to
collect, analyse and present information on intiéonal trade does not equate to
the orthodox methodology of separating subject faljject. Rather, measuring
the supply and movement of goods and services fsoen market to another
(trade) can be easily differentiated from the sciibje nature of the individual

and is thus in most cases readily quantifiable.

2" Hammersley, M., 199%5ocial Research: Philosophy, Politics and Pragticendon: Sage.
2’8 padgett, D., 199%ualitative Methods in Social Work Researchndon: Sage.

219 Cresswell, J., 1994Research Design: Qualitative and Quantitative Agmttes London:
Sage.
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It is essential in any study which discusses irgtonal trade to include the
collection, analysis and presentation of empiriealdence on the nature and
levels of trade. However, sourcing this data ismeatessarily without problems.
In the first instance reliable sources must be dowhich have used reliable and
accurate methods of data collection and presentatiass worth noting that in a
project of this kind it is not entirely possibldtf@ugh potentially desirable) to
gain first-hand primary data on trade. Howevegaining this data first-hand is
not possible then gaining the relevant informatfom sources which have

reliably gained the data first-hand is essential.

Here quantitative research on trade is gained fiammber of sources. The US
Census Bureau’s Department of Foreign Trade Statjshe Jordanian Ministry
of Industry and Trade’s Trade and Investment Infitiom Database, the UN'’s
Comtrade Database, the EU’s Eurostat Database fadOtganisation for
Economic Cooperation and Development’s (OECD) Diepant of Statistics are
all utilised as means of gathering primary quatitiéadata. It must be conceded
that while these sources are all very reliable #med methods used to collect
information are in line with common good practicéisere is an issue with
timing. All of these sources in their collectiondapresentation of information
on trade have a time-lag between the period bespgesented and the actual
release of information. The US Census Bureau amdad@n Ministry of
Industry and Trade each only release informatiarersé months later. In other
words data on trade between say Jordan and thedJSitates for January to

June 2008 will only be available in (approximated@ptember 2008.

Due to the nature and level of attention given t8-dérdan relations in IPE
literature as outlined in chapter one there arg bmlited sources of information
and analysis which are relevant to this project tteal with US-Jordan trade
relations. In order to collect information for thisesis which is both reliable and
essential to the analysis presented here primasareh is essential as a means
of gaining a deeper insight in to and collectinfpimation on trade between
Jordan and the United States and actor involvenmetttis relationship. Thus

four field research trips were planned in 2006 aadied out in December
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2006, April 2007, August 2007 and March 2008. le tiase of the former a ten
day field research trip to Amman, Jordan was cdraet while a second week
long trip was conducted in August 2007. Prior te #econd trip to Jordan a
week-long trip to Geneva, Switzerland was undertakefinal research trip for
this project was completed with a week-long tripWashington, DC in the
United States.

During the field research trips a number of inteasndividual interviews were
carried out. In total some thirty interviews wemd Some of these interviews
were designed to contain guided discussions witlysestions (usually between
ten and twenty questions) pertaining to the relevasues and some were
designed to be rolling discussions with open-engieelstions to allow for the
interviewees to talk in detail about the issue uesjion. The purpose of this
latter method was to gain more information regaydssues being discussed
that were to some extent not covered in previossakeh. It is important to note
that simply selecting the questions to ask andstugces to address in search of
answers risks neglecting other areas of questiocaimother sources that have

not yet been considerétf

Using qualitative interviewing techniques thus gairfiurther information on the
questions that should be addressed and the soexpésted in the later stages
of the research process. This is a method thabéeis suggested and employed
by other scholar&’ It is often difficult to approach and gain accesselevant
individuals, especially within government organisas. This problem was to a
certain extent addressed by ‘snow-balling’ on ilké&lfresearch trips in order to
utilise networks of relevant individuals. As a resaf this technique a number
of additional interviews to those that had beemmpéal were conducted and
further information sourced. The interviews conédctan be categorised in to
four main groups: firstly, information about statetor agency sourced from
individual agents of state actors; secondly, infation about private sector

actor agency sourced from individual agents of gigvsector actors; thirdly,

280 padgett, D., 199%ualitative Methods in Social Work Researchndon: Sage, pp: 120-129.
%1 Read, M., and Marsh, D., 2002, p: 239-241.
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information about IGO agency sourced from individagents of IGOs; and

finally, commentary on the above three.

In terms of the analysis and presentation of ingtram in this research project
there are two overlapping phases. In the firstamst quantitative analysis and
presentation of international trade between Jordad the United States is
utilised in chapters three though seven. Here #eeaf nhumerical data such as
levels of trade between actors in a set time perodl the graphical

representation of comparisons of these levels aesl.uwhile the arguments
against foundational, positivist, and quantitatimeethodology have been
highlighted above the use of such a methodologhaesmost effective way to

study international trade. This is because tradents should be a quantifiable
issue area to a certain extent and to fully dist¢hississue a valid and concise
representation of multiple relationships at muétifgvels of analysis is needed.
On the other hand, however, the second phase dfssand presentation in

this thesis utilises qualitative methodology basedre on an awareness of

subjectivity and interpretation and comparativelgtu

Both of the two phases of research can be fourthapters three through seven
which, while to a certain extent are independeralymes of relationships
between multiple actors, are also utilised as coaip& case studies.
Furthermore, both quantitative and qualitative radthare used in the collection
and analysis of information from primary and se@wyditerature sources. As
reviewed in chapter one there is ample literaturelRE as a discipline, the
debates within it and so on which can be drawn updaerature on US-Jordan
relations and trade relations in particular istreéy limited and so sources of
broader US-MENA relations and Jordan-internationalations as well as
broader literature on the United States and onajoede drawn upon. As this
study includes the analysis of non-state actora/eglkas state actors, primary
literature on and by the relevant actors is utlise order to offer as
comprehensive a discussion as possible. For exampéhapters five, six and
seven material such as the annual reports of MNEsiged to a relatively large

extent.
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Conclusions

This chapter has considered the questions of whiebry and methods are to be
employed in this research project. Any discussibtheory and methods must
first begin with a discussion of the ontologicalagpistemological positions of
the researcher carrying out the work. Presentedeai®a brief assessment of
these as a ‘skin not a sweater’. The initial aimd abjectives of this research
project at the most basic level have been idedtifes have the methodological
approaches used. In summary, these include thégrosiat the world consists
of ‘real’ and existing elements, and that sociampimena, relationships between
these phenomena and some but not all structurepracdsses can be observed.
Thus this project is approached with an anti-fotiotialist ontology and a realist
scientific epistemology but the foundationalisttoof institutionalist approaches
are acknowledged. However, it is worth highlightiagain that there is an
admission of interpretation in all social scieneseaarch as well as the importance
of subjectivity. Thus it is more accurate to labile ontological and
epistemological foundations of this study @#tical anti-foundationalism and
critical realist scientific. This in part has led to tlgogtion of a critical version

of liberal institutionalist theory as the theoratiapproach to this project.

While the developments in institutionalist studyepbithe past several decades
have been significant in relation to the broadeld8 of study encompassed in
IPE and IR, they have often been ignored by maastrresearch. However, in
relation to assessing and evaluating the politmanomy of trade relations
between the United States and Jordan a criticaldibinstitutionalist approach
will prove highly effective. This is for a numbef @asons: first, current trends in
these trade relations suggest a greater move tewawmtitical and economic
reform. Second, there is an emerging broad-rangihgption of liberal trade
policies by Jordan and other states in the MENAiomregcoupled with a
strengthening impetus within the United Statesrtooerage this adoption. The
move to liberal policies could precede a move teatgr integration with the
global economic system and to greater integratiath whe United States in

particular.
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At a more basic level employing a critical libenastitutionalist approach allows
for the reconciliation of a number of basic compaseessential to this study. In
the first instance this approach allows for thedgtaf a range of different actors
without giving primacy to any single one. In thisdy this is important as states,
MNCs, IGOs, NGOs and individuals as actors arestaitlied. At the core of the
approach used here is the assumption that allesfetlactors may have agency,
however, no single one may have ultimate primacythérmore, while some of
these actors are studied as tangible institutioriee form of 10s, this study also
examines non-tangible institutions such as traderdilisation agreements and
regimes. Finally, this theoretical approach allofes the fusion of an anti-
foundationalist and realist scientific approachhwan interpretativist approach to
a certain extent and does not require exclusivebitist research to be carried

out.

During the research phase of this project a contibimaof quantitative and
qualitative methods is employed in a dominant/leksminant approach.
Quantitative and qualitative methods are both usdte collection, analysis and
presentation of data. Furthermore, the combinatbrboth types of methods
allows for the resolution of some of the main créims of social science research

and IPE research in particular that is foundatishaind scientific in nature.
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Chapter Three

State-Facilitation of Trade: Jordanian Interests

and Domestic and Foreign Policy
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Introduction

In the endeavour to study the political economyrafle between Jordan and the
United States it is necessary to address a nunilagrestions regarding how state
actors have created and engaged with internatioetilutions. This chapter thus
begins the assessment of state level facilitatiomamle by discussing Jordanian
state interests at the domestic and internati@vwal$ and the links between them
through issue interdependence. This is done inraoddetermine what the state’s
main interests are, the policies taken to purseeehnterests and how these are
both formed. By analysing the demands and conssraim government decision-
making within the context of an anarchic interna#ib system with limited
international governance, the main state intereats be identified. It is then
possible to offer a description and an explanatiomow Jordan has engaged with
international institutions in the form of both 1@ad regimes pertaining to trade
in order to achieve its main aims through coopeeatelations. The main premise
is that dual processes of reform in both the malitand economic spheres at the
domestic level have been encouraged by changesheén domestic and
international environments. Furthermore, these gmses of reform have
interacted resulting in a reinforcement of chanmgthe domestic and international

interests of the Jordanian government.

Under the rule of King Hussein Jordanian interéstd largely been determined
by external actors and processes, much the samtedag?®* However, the
international relations of the Middle East and Hreader international system
coupled with the level of socio-economic developmeithin Jordan historically
resulted in a security oriented set of governmaenerest$®® While socio-
economic interestaere evident, they were constantly subservienhégreater
interests of national security, regime survival aedional stability’®* In the
twenty-first century the accelerating processeglobalisation, economic and

strategic regional transformation and the changgo-economic characteristics

82 Mansfield, P., 1992The ArabsLondon, Clays Ltd., p: 418.

83 3asley, B. E., Changes and Continuity in JordaRieign Policy, irMiddle East Review of
International Affairs March 2002, Vol. 6, No. 1, p: 37.

284 Ryan, C., 2002Jordan in Transition: From Hussein to Abdullabondon: Lynne Rienner
Publishers Inc, p: 110.
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of Jordanian society have produced a far diffeegvironment. In short there has
been a shift from the focus on security interestd a set of security-oriented
domestic and foreign policies to a focus on socmremic interests and a
political economy-oriented set of domestic and ifprepolicies. This new policy

focus has led to state level facilitation of in@ianal trade through the

engagement with international institutions.

In the endeavour to explore the current set ofonati interests it will be
necessary to first briefly explore the transformatof Jordanian domestic and
foreign policies over the past decade and a haloorThe first section briefly
explores changes in government decision-makingeril®90s and the early King
Abdullah 1l era. Changes through the 1990s provitlesl basis from which
government interests have been redefined since. X8®%eiler argues that in
part a result of the re-orientation of nationaknests and in part a cause of it a
vast range of interdependent issues are now havsignificant impact upon the
decision-making proce$&> Subsequent sections of this chapter address these
issues. Two broad categories of interests can éetifcbd at both the domestic
and international levels: socio-economic and secubis will be shown through
this chapter, the majority of contemporary intesefall within the former
category. At the same time some interests and ypodisponses fall within the
latter category and continue to impact decisioningkFor the purposes of this
chapter and in order to allow for a cohesive argunh@be made socio-economic

interests will be explored in detail.

Philip Dew and Anthony Shoult claim that policy nrak under King Abdullah II
can best be described as reforrifStPolitical and economic liberal reform has
been the calling card of the various governments i@ain institutions since
1999. The second section of this chapter outlinésrte towards political
liberalisation and the processes of democratisatigrported by the government
since 2000. Economic liberalisation is dealt witlthe following sections. There

are three elements to economic reform pursueddydhdanian government over

%8 Feiler, G., 2000,The Middle East in the New Millennium: Economic &epment and
Business LawThe Hague: Kluwer Law International, pp: 117-124.

2 Dew, P., Wallace, J., and Shoult, A., 20@hing Business with JordarLondon: GMB
Publishing Ltd, p: 15.
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the past two decades. The first element is maavaaruic structural adjustment.
Section three addresses the relevant adjustmeistgsolaken by the government
through the 1990s and early twenty-first centurye Tollowing section examines
the second element of the government’s economacmefprivatisation. The fifth
section develops the previous discussions by deget®e government’'s move
towards facilitating external trade through FTAs.ittwall of the areas of
economic reform the Jordanian government has edgagéh existing or
constructed in partnership with other state acliberal economic international

institutions.

A conclusion will re-emphasise the main pointshef evolution of governmental
domestic and foreign policy in the twenty-first tay. A summary of the
framework within which current political economyi@mtated policy is made will

also be provided.

Initial Political and Economic Reform: 1989-1999

In 1989 the Jordanian government announced the deamp suspension of
external debt repayments. A financial crisis hadalken the kingdom that
evolved into the worst economic crisis in the shstory of the country. One of
King Hussein’s responses was to implement an adprst and austerity
agreement which had been made with the IMF in nefor assistanc&’ It must

be noted, however, that this agreement (and indeedomic reform in general)
was disrupted in 1990 and did not re-start unt®2.9The agreement’s main
recommendation was the cutback of government si¢ssion food and other
basic good$®® The result was a gradual easing of budgetary deéshan the

government and resumption of debt servicing. Suokies were not welcomed at
home, however, as a large part of the populatiors Wwaavily reliant on

government subsidies and in particular the subfidybread. Riots broke out
across Jordan from Amman to Ma’an, Karak and Jaltesponse to calls for

greater governmental accountability and transpgréme government announced

%87 Hamarneh, M., 19947 he Jordanian Economy: Problems and Prospe&tsman: Centre for
Strategic Studies.

288 Maciejewski, E., and Mansur, AJordan: Strategy for Adjustment and GrowtMF
Occasional Paper No. 136, May 20 1996.
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that parliamentary elections would be held in Nolkeml1989. A national charter
to guide the democratisation process was adoptedine 1991. The following
year martial law was lifted, political parties wedegalised and restrictions on
freedom of expression were relax&d.

The pace of change drastically slowed following August 2 1991 Iraqgi invasion
of Kuwait. Once again security concerns seemecegate all other interests and
the Jordanian government reverted back to advaratistrict security state with
a slow and tightly controlled programme of politiceeform?®® with the
economic situation still in crisis and the likelyoppect of the Irag-Kuwait
conflict evolving into a broader international clictf involving regional and
extra-regional states the prospect for domesticitipgl change seemed
extinguished. King Hussein, weary of domestic seeatit which strongly
favoured Saddam Hussein, officially adopted a rdw@tance in the Gulf Crisis
and subsequent wat* This neutrality was seen as being pro-Iraq bothoane
and abroad.

With regards to the international relations of thgion and broader international
system, this stance proved to be extremely codtlgmbers of the Gulf
Cooperation Council (GCC) feared an Iraqgi invasfarther south down the
Persian Gulf as well as domestic rebellions byeigners’ from neighbouring
Arab states who resided within their bord&fsTheir response was to side with
the US led coalition against Iraq, to expel largenbers of expatriate workers
(most of who were of Palestinian, Jordanian, Egypand Sudanese origin) and
to reduce or cease aid to those states seen tmlihg with Saddam Hussein’s
regime?®* The cost to the Jordanian economy verged on capdsc.

Approximately three hundred thousand expatriate kewsr ‘returned’ to the

289 For an overview of political liberalisation in 1®8see Brand, L. A., Liberalization and
Changing Political Coalitions: The Bases of Jordat990-1991 Gulf Conflict Policy, in
Jerusalem Journal of International Relatiori®991, Vol. 13, No. 4.

29 Milton-Edwards, B., and Hinchcliffe, P., 20Qlgrdan: A Hashemite Legadyondon: Sage.
21 swaidan, Z., and Nica, M., The 1991 Gulf War aodidn’s Economy, iMiddle East Review
of International Affairs June 2002, Vol. 6, No. 2, p: 3.

292 Halliday, F., The Gulf War and its Aftermath: EiReflections, innternational Affairs April
1991, Vol. 67, No. 2, p: 233.

23 Wilson, R., The Regional Economic Impact of thdf®Var, in Middle Eastern Studied991,
p: 185.
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kingdom adding to the demand for housing, servigeBs and government
subsidies™ The halt in discounted oil coupled with the droginancial aid from
the GCC states and the West (most notably the tiStates) further negatively
impacted the econonfy®

At home the result of the government’s position viasdifferent. According to
Ranijit Singh, King Hussein’s popularity in 1991wass high as it had ever been
and popular sentiment towards the government wasraely accommodating?
Riding this wave of popular support and satisfacftiorther slowed the pace of
change at home. Parliament was postponed in theffa91 (seen by most as an
attempt to prevent a no-confidence vote on the wgoment of then Prime
Minister Tahir Masri). Changes to the electoral lawgre made in November
1993, which subsequently enhanced the electorahceisa of pro-regime
candidate$’” The government then seized on the opportunityaciude the
1994 peace treaty with Israel which was assurdgetanpopular at home among
both the approximately 60 percent population ofeBtian decent and the

remaining ‘East Bankers'.

The following five years saw a decline in supportthe government and a rise in
the expression of anti-government sentiments througdependent media,
political associations and popular moveméntsghe government’s response was
to re-introduce restrictions on the media. The lfireversal of the hard-won
political liberalisation which had taken place thgb the late 1980s and early
1990s came when in 1997 “the opposition partiesfegsional associations and
prominent independent figures boycotted the elasti®’® With only pro-regime

candidates, parliament was solidified as an adjtmttte regime.

2% swaidan, Z., and Nica, M., p: 5.

2% |pjd.

2% Singh, R., Liberalisation or Democratisation: Thienits of Political Reform and Civil
Society in Jordan, in Joffe, G. (ed.), 2002, pp966

27 Brand, A., The Effects of the Peace Process oiti¢@blLiberalisation in Jordan, idournal of
Palestine Studieinter 1999, Vol. 28, No. 2.

2% g5ingh, R., 2002.

299 Anon, October 8 2003The Challenge of Political Reform: Jordanian Denaiization and
Regional Instability Amman/Brussels: International Crisis Group, p: 5.
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By February 1999 and the passing of King Huss@mgdemocratic gains made in
the 1989-1993 period had been reversed and theld&mndiad once again become
a state where security apparatus were omnipresent,security interests and
concerns defined government policy. However, theglsénad been sewn and for
the first time in its history the Jordanian goveemnhad seriously considered
reform over a significant period of time. The pregderance of high politics in the
making of policy had for a time been interruptedissues of low politics. With

the death of King Hussein and the ascension to pofva young, inexperienced
and relatively unknown head of state the opporyufar change once again

presented itself.

Political Liberalisation and Democratisation

While 1999 brought potential for change with a reead of state with arguably a
more ‘contemporary’ outlook, the ascension of K&igdullah Il did not translate
into immediate political change. It was hoped, @ligh not expected, that
Abdullah would instantly initiate a broad rangingogramme of political
liberalisation that would open-up the political tgya in Jordan and usher in more
democratic practices. As the initial months of regn passed it became clear
that the analysts who had suggested the trangroomone ruler to another would
mean tighter controls were in fact correct. Thaialcsuccession had in the first
instance been ‘rocky’ as the ailing King Husseimoged the designation of
Crown Prince and heir to the throne from his brothassan Bin Talal in favour
of his eldest son, Abdullah. Hassan had been Cinwte for almost the entirety
of King Hussein’s rule and was widely expected dket power once his elder
brother had passed aw#y.It came as a relative shock therefore that thisldvo
not be the case and that Abdullah, a figure of omkn political capabilities,
would lead the kingdom into the twenty-first centuWith a plethora of
destabilising forces (economic, political and regil) against him King Abdullah
Il cautiously retained the role of the securityveees. Security issues became

ever more important and thdukhabaratincreased in importanc&® Over the

30 Robins, P., 2004A History of JordanCambridge: Cambridge University Press, p: 193.
%1 gaikal, A., and Schnable, A., 200Bemocratization in the Middle East: Experiences,
Struggles and ChallengeNew York: United Nations Press, p: 130.
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first year and a half of King Abdullah II's reigrrgss freedoms receded further,
there was a general crackdown on protests and meglgournalists and others

were dismissed for perceived political offend®s.

As has become a hallmark of Abdullah’s leadershgopmanaged to escape the
following negative response from the masses. Idstewas the Director of the
General Intelligence Department (GID), Samih Batilat was the target of
blame for the worsening political environméfit Critics scorned Batikhi for his
dual role as Director of the GID and Royal Advisord laid the blame for the
tightening of the political system on him. In Noveen 2000 Batikhi was
replaced by Major General Saad Kheir who remaingdbdthe public eye and as
such also escaped blame, although the prospectsofitical liberalisation still
remained smafl® The following November King Abdullah Il postponed
parliamentary elections under the guise that miane tvas needed to implement
procedures that had been mandated by a newly drafectoral law. This
postponement evolved into an indefinite suspensigparliament signalling that
there were still no intentions of loosening the ggovnent’s grip over the political
sphere®®

Regardless of who became the target of condemndticther government
controls on the political system continued throtigh following years. In 2001 an
amended Article of the Penal Code, article 150, wassed by royal decree
establishing severe penalties for those that puddisnews that could damage
national unity, incite crimes and hatred or jeopaedtability. The amendment to
article 150 further built upon the 1999 Press anldliPations Law — a law which
in itself was seen as harsh. A range of other lemee passed that same year
including the Public Gatherings Lalff the State Security Court L&% and the

32 Ryan, C., Reform Retreats Amid Jordan’s Polit8airms, inThe Middle East Repqriiune
10, 2005.

%93 Anon, ICG Report, October 8 2003.

%94 Robins, P., 2004, p:

%% |bid.

%% This law required organisers of public events @b anly inform the government prior to the
event but also to acquire a permit three days rm@ace and assume liability for any damage to
property.

37 Seen as extremely harsh this law denies thoseiatedvof misdemeanours the ability to
appeal.
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Municipalities Law®*® It must be noted however, that while the introdrctof

these new or amended laws was unwelcome, the siepeof parliament was
seen by some as a blessing in disguise. One opwésnthat parliamentarians,
who were conservative and deprived of any real poweere corrupt and
inefficient. Others (generally within the governmjemiewed parliament as a
liability which would offer only criticism of the@vernment’s foreign policy and
would act as a hindrance to economic reform. Forfeance Minister Michel

Marto claimed that “the absence of parliament wssemtial for the introduction
of legislative reform, because in the past gairppagiamentary approval proved

very difficult.”3°

Throughout this period of consolidation of contileé government was split in to
two camps. On the one hand were those who advostietcontrols and further
roll-back of the processes of political reform begum 1989. According to
Bouillon, the rationale for such a position was #etul: first that security in the
kingdom was under increasing threat as a resutieotlestabilising impact of the
transition in leadership and the more worrying rha war by the international
community against Irad}’ Second was the recognition that the vast majarfity
the population were more interested in economiacieisssuch as increased
employment and income as opposed to democratiddres®* On the other side
were those who called for greater liberalisatiod egform such as entrepreneur
and former Prime Minister Ali Abul Ragheb. Howevarithin this camp there
was a general consensus that economic liberalsati reform was of greater
immediate importance. Furthermore, it was belietteat this would be more
readily accomplished under a more closed politiyastent?? Then Minister of
the Royal Court, Faisal Al-Fayez, argued that oecenomic reform was well

underway then democratic forces could emétdeDespite their different

398 While it had been the case that all municipal @iiumembers (outside of the Greater Amman
Municipality) had been elected for four year terrigs law bestowed on the government the
right to appoint the Head and approximately hadftembers of all municipal councils.

%9 Marto, M., ICG Interview, Amman, May 13 2003.

310 Bouillon, M., Walking the Tightrope: Jordanian Em Policy from the Gulf Crisis to the
Peace Process and Beyond, in Joffe, G. (ed.), 2(02,-23.

311 Anon, ICG, October 8 2003, p: 5.
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objectives, both camps shared the belief that ipalitiberalisation should be

slow and managed.

It was the advocates of the latter camp that eadgtigained more influence
within government by 2002 and in October of thaary¢he ‘Jordan First’
campaign was launchélf The launch of this reformist campaign was notlgole
as a result of the disposition of those in the govent. External factors coupled
with economic processes within Jordan also cortedhu Jordan has the
misfortune of being located in what has been terthedough neighbourhood of
the Middle East, sandwiched between two conflichezo On the east lies
embattled Iraq which by October 2002 was on thge@f being invaded for the
second time in just over a decade. To the westHaestine and Israel, between
whom the Second Intifada was raging at that timath\WWconomic woes
remaining largely unchanged since the late 198@seanly 1990s and with large
parts of the population living below the povertydi (see later discussion)
pressure on the government was mounting. As Fais&#layez had argued,
ordinary Jordanians were more interested in them economic well-being than
in political freedoms. However, by 2002 neither mmmic nor political
expectations were being met thus putting more pressn the government to act

in some manner.

Throughout the build up to the third Gulf War Kiidpdullah 1l had managed
successful brinkmanship by satisfying popular press at home and
international (largely US) pressure abré&tAt home the vast majority of the
population was overwhelmingly against any furthenfcontation between Iraq
and the international community. Abroad, Washingtaas applying immense
pressure to its regional allies in the attempt tond up political and military

support. For Jordan this meant use of Jordaniartaigr in the eastern desert
region bordering Iraq for use by Special Forcegeplayed by the United States

and United Kingdom in an effort to seek out andtmbgsiraqi Scud missile

314 For a full introduction into this campaign aimet strengthening national identity, civil
society and democratisation see the Jordan Figgegirsection on the Hashemite Kingdom of
Jordan, Foreign Ministry website: http://www.mfavgo/pages.php?menu_id=437

1> Robins, P., 2004.
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units3*® With these dual pressures increasing the governmas aware that a
way for the general public to express their fedingas needed. Coming away
from a meeting with President Bush at The White $¢oun the summer of 2002
King Abdullah II knew that the United States wouhvade Iraqg in the coming
winter or spring. According to Alan George he dtsew he would have to offer

some support to this endeavdti.

In order to win support from his western allies atdhe same time keep the
Jordanian street quiet Abdullah embarked on arveqgberiod of diplomacy.
Following his meeting at the White House in 2002dAllah shuttled across the
globe in an effort to drum up support for a peakcstlution to the crisis. This
was done carefully to show his people at homedhaty effort was being made
to avert war and help the Iraqgi brethren (not nemely the regime) while not
annoying Washington. He also ensured that his gowvent denied that there
were US and UK troops stationed in his country lbely¢he acknowledged
several hundred troops there for the defence okihgdom — manning Patriot
Anti-Ballistic Missile units and so on. Other megeslincluded assuring the
public that oil would continue to be subsidisedtie event of a loss of Iraqi
supply (which was guaranteed when war startedyingsstern warnings that
while the public was allowed to express displeasutd events they were not
allowed to disrupt the stability of the kingdom;damo continue to issue

condemnations of the conflict once it had gottedemmway>'®

As was expected, the initial military-engagememnmiqeeof the conflict was over
in a relatively short period of time. Coming asraaj relief to many regimes in
the region and especially to the Jordanian goventntleis meant that the storm
had so far been weathered successfully. Howevétjgpopinion was wreathing
and condemnation over the king's international slecls was commott?

Furthermore, the economy had suffered in the moletduding up to the invasion

with continuing problems in the early ‘post-war’rjwel. Most badly hit were

15 Burns, J. F., Jordan’s King, in Gamble, Lends Hemthe US;The New York TimeMarch 9
2003.

317 George, A., 2005]Jordan: Living in the Crossfird,ondon: Zed Books Ltd, p: 53.

318 Ryan, C., 2005.
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sectors which affected the people more directiy thiters. Tourism for example
had seen a serious plunge in revenues earned ¢etdiower incomes and loss
of jobs. The result was the decision made by theegonent, led by those who
supported political reform first followed by econimnreform, to once again
attempt to open up the political systéfh.In order to defuse the pressures
emanating from the public parliamentary electioresevannounced for June 17
2003 (less than two weeks after the official enccambat operations in Iraq).
This was followed by the repeal of the temporaryeadments to Article 150 of

the Penal Code that were implemented in 2361.

By late summer 2003 it appeared that there wets fml further democratisation
and political liberalisation for the years aheatieit Foreign Minister Marwan
Muasher in an interview conducted by the Brussaked think tank International
Crisis Group (ICG) claimed that the way to greatecurity and stability was
through political liberalisatiof??> One reason given was that Jordan needed to
pre-empt calls for democratisation from Washingtanich, he claimed were
counter-productive. The majority of the Jordaniapydation are untrusting of the
Washington administration and have viewed Presidgaumsh’s insistence on
democratisation, in the same way as other US ppssers, as part of an
imperialist plot®*® According to Muasher those Arab regimes which hgech
calls are therefore seen as US stooges. Furthermtuasher argued that those
who advocate true reform have subsequently beengimadised by this
interpretation. He went on to describe Jordan'srgjth as lying “in the fact that
we are more open — politically and economicallyhant the rest of the region.
This is how we managed to capture the attentich@fVest in the first placé?*

It was the belief of many in the government thabrder to maintain Jordan’s
position as a reliable and competitive partner tancbntinue to receive economic
support, the government must pursue greater pallilweralisation.

30 George, A., 2005.

%21 Anon, ICG, October 8 2003, p: 9.
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Others have agreed with Muasher’s call for greldteralisation but for differing
reasons. The common fear seems to be that aslaaksoonomic stagnation and
in the absence of legitimate political means ofregpion Jordanians will pursue
undemocratic means to express their frustratiofVith conflicts on two of its
borders and with a population which is highly semsito these conflicts the risk
of extremism taking root in the kingdom is verylrégome realise this including
Ahmad Obeidat who has acted as Prime Minister, Hédte GID and director
of the National Centre for Human Rights. Obeidas hergued that total
democracy as well as absolute political closure ldvdwarm national security.

Rather he argues that:

The government needs to balance between risks aedsn—
between security, human rights and democracy.dli ia matter of
wise state management — you need a vision, a Gyradesystem
and regulations. Jordan is not a new state, itleas in existence
for more than seventy years. It should not be Watied about
opening up politically. Regional problems are botmde felt here
but this should not mean that the government miasepa limit on

political opennes¥®

Since 2003 the call by those in government sucMaasher and Obeidat has
been heeded and greater political freedoms have l@lemented. With
economic reform well under way prior to 2003 anatswing liberalisation in
this sphere taking place it seems that the shornédium term future holds

further reform.

Economic Reform: Structural Adjustment

Following the 1989 financial crisis and economimwaown in Jordan,
epitomized by the 1989 default on debt repaymentthb government, poverty
and unemployment rose dramatically to unofficiglfies as high as 70 percent of

325 George, A., 2005.
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the total populatioff’ and 40 percent of the active labour fofteMacro-
economic restructuring throughout the 1990s wasfcdif and detrimental to
large parts of Jordanian society but was largeboaplished by the time King
Abdullah Il took the thron&® The process of economic reform in Jordan dates
back to the 1989 financial crisis. Through the 198t drop in oil prices on the
international market led to a general slowing daMithe region’s economy as a
whole. The effect on Jordan was relatively seveth l@wer remittances coming
from expatriate workers living and working in GCtates and lower demand for
export goods and servicE. The government responded by increasing public
spending which was financed by external borrowingorder to stimulate the
economy. The result was counter to the set intesfibowever, as external debt
quickly expanded but the economy remained weak wigh inflation and an
increasing budget deficit’

Following the economic difficulties faced by theangdom in 1989 came a series
of tough economic reform measures aimed at staliglibhe government’s budget
in order to re-instate the servicing of externabtdénitially these reforms were
prescribed by external actors such as the IMF, @vBdnk (WB) and various
donor states such as the United States. As sugh weee not domestically
constructed plans implemented with the sovereigenin of improving the

economic standing of the nation’s citizefs.

The reforms were centred on restoring growth anduagg economic
imbalances. In mid-1989 the WB and IMF both supgmbrthe process. The
former with a $150 million Industrial and Trade gl Adjustment Loan

(approved in December 1989 and closed in 1882Jhe latter through a macro-

%27 Shaban, R. A., Abu-Ghaida, D., and Al-Naimat, A.Z01,Poverty Alleviation in Jordan in
the 1990s: Lessons for the Futuv#ashington: World Bank, p: 4.
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330 Hourani, A., Khoury, P., and Wilson, C., 20045@:

%1 For reasons and details see Kanovsky, E., Jor@mosomy: From Prosperity to Crisis, in
Ayalon, A., and Shaked, H. (eds.), 199@jddle East Contemporary Survey Volume,XIl
Boulder: Westview Press, pp: 333-369
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economic stabilization programme in the form oftan8by Arrangement. A WB
report on the reform process initiated in 1989 estathat the Jordanian

government’s response to the crisis included teltements:

1) Macroeconomic policy adjustment to reduce interaat
external imbalances, mainly by reducing the fisteficit and

maintaining a flexible and competitive exchange rat

2) Trade liberalization and industrial policy refortmsinduce a

strong supply response.

3) Protection of the poor through restructuring of Ipub
expenditures and provision of targeted safety Agtis. policy
changes were to be accompanied by reforms of thed bend

regulatory regimes to stimulate investm&tit.

Reforms were directed towards four main areas efébonomy. These were:
obtaining macro-economic balance by fiscal adjustineéeducing inflation
through tightening the monetary policy, liberalisat of the trade regime and
protecting the poor (according to Carlos Silva-dgur, a task manager in the
WB'’s Social and Economic Development Sector MENAjiBe department, this
latter aim was more popular within the Jordaniamegoment than with external
actors such as the IMF and WH].

The main problem faced by the government in 1989 tha fiscal deficit which
had grown to record levels. The IMF supported agramme to reform the tax
system while the WB supported programmes to cutlipubxpenditures,
including food subsidies. In 1988 the governmetdtal expenditures had topped
49 percent of GDP®® This figure was reduced to 39 percent by 1992r afte
government implemented the IMF and WB backed progras®®’ Efforts

included cutting military spending, implementindaageting mechanism for the

33 |bid.

335 Sjlva-Jauregui, C. (ed.), 2002 , p: 9.
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poorest segments of society to replace food sussald in 1992 oil prices were
increased, practically eliminating oil subsidiesigli®r tax revenues due to
increased trade levels and a conversion from quading restrictions into tariffs
(doubling revenue from trade between 1990 and 18Ri2)g with reduced budget
expenditures led to a decline in the deficit. Betwd 989 and 1993 the deficit
had dropped from 18 percent of GDP to 6 perdént.

With the account deficit declining, inflation ratesthin Jordan also declined. In
1989 inflation had stood at approximately 26 peté&hBy 1993 following the
implementation of broad economic reforms this fegurad dropped to the
relatively low figure of just over 4 percent. Atettsame time the government
adopted a policy of tightening monetary policy whiacluded liberalizing the
financial sector. By decontrolling deposit and lieigdrates the government was
able to avoid higher inflation and encourage shemn capital inflows due to
domestic interest rates climbing. This process waly interrupted by the Gulf
Crisis and War in late 1990 and early 19%1However, while the crisis had
negative effects on the Jordanian economy incluthegreturn of three hundred
thousand expatriate workers the return of these&zeo$ also meant the
repatriation of savings. Coupled with the incremseapital inflows this resulted

in foreign reserves within Jordan increasing ted-fretween 1989 and 198%-

This was significant in no small part due to thet filhat the Jordanian economy
was burdened with a large external debt. By thediaiadf 1990 total external
debt accounted for 180 percent of the kingdom’s GD#e government managed
to reduce this figure to 132 percent of GDP by ¢he of 19933% This was
initially achieved mostly by pursuing policies oélat restructuring, which leads
only to the short term relief of some of the presstaused by debt servicing.
However, following success in reducing the budgetaxpenditures and
increasing capital inflows and currency reserves glovernment was able to

pursue more aggressive debt reduction policies 9§21 Supplementing the

¥ World Bank., 1996.

%39 |pid.
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policy of debt restructuring the government pursuearket-based operations
such as debt buybacks and debt swaps. While thelsgep led to a greater
reduction of external debt they were nevertheledislismited as was realised
towards the late 199G8° An increase in the ability to service external tdaid

to repay it was needed.

Due to the perceived limitations on the structwdjustments discussed above
the Jordanian government was encouraged by thediMFWB to embark on a
process of trade liberalisation in the mid-1990shie hope of further stabilising
the economy and increasing revenues through exportsder to do this a broad
ranging liberalisation programme was initiated.sTpiogramme had a number of
elements, both demanded by external actors andsatewy domestic policy
planners. Before the WB would release its $150ionilloan it requested that the
majority of quantitative restrictions and importnsabe removed and replaced
with import tariffs*** As a response to this condition of the loan thelaiian
government was instructed to rationalise the tatifficture in order to conform
to the WB’s standards but at the same time to molermine the increase in
revenues sought after. In 1990 the vast majoritgtarhestic price controls were
lifted, including on food although essential commied such as bread remained
under a tight monetary policy to ensure that thetwadal commodities remained
available to the population. Like many other cowstr Jordan at the start of the
1990s had a fixed exchange rate which preventetedigpion of the Jordanian
Dinar (JD). However, this policy acted as a brakeirdernational trade levels
and so was adjusted and a policy of a ‘managedtifig of the JD was adopted —
the result was an almost immediate depreciatiothefJD by 50 percent. This
policy remained until October 23 1995 when the JBswpegged to the US

Dollar.

To compliment these international trade reforms e&tn adjustments were
made. In 1991 the investment law was revised towalor the licensing of
domestic investment to become more efficient asd tiscretionary. According
to Sabri Al-Khassib, the Head of the Research atefhational Agreements Unit

343 World Bank, 1996.
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at the Amman Chamber of Commerce, this streamlininthe process led to a
two-fold increase in the number of privately owratterprises operating in the
kingdom between 1989 and 19Y2.In the same year Jordan’s primary
mechanism for financing exports, the Export Dis¢oéacility (EDF), was
reformed to become more accessible to exporteraeMer, this policy had little
effect on increasing exports. Commercial banks weteattracted to the EDF’s
low interest margins and rigid administrative prwes. Again, further policies
had to be taken to improve domestic conditionsehport-oriented economic

activities and increase overall international trade

It is worth noting that while the macro-economiaustural adjustments
implemented in the first half of the 1990s exteasmeasures were taken to
protect the most vulnerable segments of the kingslgmopulation from any
detrimental effects. During the period of adjustinéme government employed
two main policies aimed at meeting this end. Thet fpolicy was aimed at
restructuring public spending so that the redusadumt of resources directed to
the public sphere was targeted at those who nesdbd most. For example,
while military and fiscal spending for general grisubsidies were reduced,
spending on key sectors such as health and ednoaée not*® General food
subsidies and price controls were removed and ceglavith a rationing system
which supplied those households with the lowesbrime to receive subsidies and

other financial support'’

The second policy aimed at protecting the poor ftbeneconomic shocks of the
adjustment process was to improve the efficiencyhef kingdom’s networks
which supported the poor. The main component of tpholicy was the
establishment in 1990 of the Development and Emmpéyt Fund (DEF) which
coordinated the activities of the government andO$dnvolved in poverty
alleviation®*® However, while the policy of targeted support wasatively

successful, the DEF was not. Initially the creatanthe fund helped to win

%5 Al-Khassib, S., Head of the Research and IntesnatiAgreements Unit, Amman Chamber of
Commerce, interview held in Amman, December 24 2006
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support for the adjustment process and was relgtacive. Over time the role
of the fund evolved and the DEF became involvedeamardirect lending as

opposed to coordinating poverty alleviation acigat

In short the kingdom’s first major encounter witboeomic reform had been
significant. Some successes had been seen, sutfe atecline in the fiscal
budget and subsequent decline in the budgetargitefecreasing levels of debt
and the resumption of debt servicing. However, alemacro-economic
adjustment in the 1990s did not translate into hégkls of economic growth or a
general strengthening of the economy. Rather thegss of structural adjustment
allowed the Jordanian economy to recover from thenédiate effects of the
1989 financial crisis and resume servicing of ittemal financial obligation¥*
Efforts to strengthen the economy and press forwdadthe twenty-first century
with strong economic growth were in large part migsThis was partly due to
the fact that policies that would have led to gge&conomic growth were not
pursued until the royal succession of 1999.

Economic Reform: Privatisation

Although macro-economic restructuring and subsegeeonomic policy has
allowed the Jordanian government to resume relgtiiealthy external debt
servicing overall debt remains at approximatelyp&dcent of GDP and stood at
almost 50 percent at the end of 266/70One medium term goal professed by the
Jordanian government is to reduce this figurehis éndeavour further economic
restructuring is likely. According to the Jordarvéstment Trust Corporation, in
the government’s pursuit to achieve the above rapat socio-economic goals
as well as the pursuit of overall economic growdfiracting foreign direct
investment (FDI) is of prime importanc¥.

The structural adjustment programme and macro-eoanoeforms employed

through the first half of the 1990s as mentionedvabwere aimed at economic

%49 Joffe, G. (ed.), 2002.
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recovery and stabilisation and not growth. In ordepursue sustained economic
growth the Jordanian government embarked upon aepsoof wide ranging
policy reforms in late 19982 A linchpin of this drive for economic development
was the privatisation of government-owned enteggriand service industries.
Implementation of this programme had been slowutinathe 19905 but began
in earnest in 1998 with the general aim of rebaftegpthe role and scale of the
public sector in the economy by reducing the gowvemnt’s stake in industrial
sectors dominated by state-owned enterpriesAccording to The Executive
Privatisation Commission (EPC) - established in6198d which was initially
called The Executive Privatisation Unit (EPU), toearhead the privatisation

process - the goals of the programme are:

To increase the efficiency and hence productioel&esf privatised
firms, creating a competitive market where demamdi supply can
freely interplay, attracting FDI, allowing the pate sector to
participate in infrastructure investments, deepgrind developing
the Jordanian financial market, and most imporyaditniting the

government’s role to that of the regulator ratheant that of the

inefficient producer of goods and serviées.

Prior to 1996 the government had founded and mahagsst of the kingdom’s
infrastructure, including power generation, telecmmications services,
transport services and water supply. The governralat had a major role in
other industries such as mining and manufactufimgexample, majority shares
in Jordan Phosphate Mines Corporation (JPMC), Aatash Corporation (APC)
and Jordan Cement Factories (JCFC). The possibdftyembarking on a
privatisation programme had been discussed as e&ly1989 however, the
ongoing structural adjustment programmes along watbrker resistance,

bureaucratic red tape and an overall lack of gawemt support prevented any

%2 Robins, P., 2004.
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serious attempt at privatisation being matfeWith the structural adjustment
programmes implemented and largely accomplishedthgy mid-1990s the
Jordanian government was able to address the wsweducing the level of

public sector involvement in the economy.

According to Taroob Al-Zu'bi, the Chief Communiaatis Officer of the EPC,
there have been five main methods of privatisatidre first and most common
method has been the sale of government shares ltic pshare holding
companies, ofapital Privatisation®™’ This has been relatively effective and the
government has to date sold the majority of itkestaoldings. A second approach
has been to sigiManagement Contractsiith private sector actofs® These
contracts usually have a relatively short initiadléframe allowing for assessment
of the management and possible extension of theaminas happened with the
water and sewage systems management in the Gésaeian area. The third
main method employed so far has been to sigmc€ssion Agreementsy
Exclusivity Agreementsyhere the private sector is given the responsjbtlit
build a particular enterprise, exploit and operafrsuant to the concession, as
in the case of the Public Transportation Corpora{l®TC) which was privatised
in 1998%° This latter example signifies the initial comptetiof the privatisation

of a major company.

Another method employed has been to siggase Agreementsvhere the

operation of a facility is leased out to a privatector actor but where the
government remains the sole owri®rThe private sector actor will operate the
enterprise and reap the profits in exchange foeeagaid to the government.
Private Infrastructure Development and Operatimontracts constitute the final

approach. Of these there are four types, it islwguioting the EPC directly here;

36 Al-Khouri, R., and Pasch, P., 200Privatisation in Jordan Amman: Friedrich Ebert
Stiftftung Consultancy.
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1) Build-Operate-Transfer: The private sector desigitsances,
builds, and operates the facility over the lifetué contract at the

end of which, ownership reverts to the government.

2) Build-Transfer-Operate: The private sector desi§inances and
builds the facility then transfers it to the goweemt while

retaining the right to operate it for a specificipd of time.

3) Build-Own-Operate: The private sector designs, rfoces and

builds the facility, retains ownership and operdtes

4) Build-Operate-Own-Transfer: The private sector diilthe
project, owns it for a specific period, operatesaitd then

relinquishes it to the public sectSt.

In order to successfully carry out the privatisatiof inefficient and
uncompetitive government owned enterprises and penoup public sector-
dominated industries but at the same time to atitlee revenues from such a
programme the Jordanian government has createdga bBnd institutional
framework. This framework was not drafted until 29&ter King Abdullah I
took power and consists of three elements. An asgéional structure was
needed in order to oversee the privatisation progra and so the Higher
Committee for Privatisation (HCP), the EPC and fPwvatisation Steering
Committees (PSC) were created. According to the"Wiss form of institutional

structure provided the right balance of effectivenand transparency??

A National Privatisation Strategy (NPS) was als@ated and ratified by
parliament in 1999. This document acts as a gegenee for the government on
privatisation and also addresses the use of theepds from such a programme.
The NPS specifies three general uses for the pdscéeesolving the employees’

issues of the privatised enterprises; paying baxckign debts; and financing

%1 EpC, 2006Types of PrivatizationAmman: The Executive Privatisation Committee.
%2 World Bank,World Bank Press Repo2006, Washington: World Bank.
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infrastructure projects®®® The following year the Privatisation Law (No. 283s
passed. It provides the procedural, legislative amsditutional basis for the
programme and allows the government to decide an rttain issues of
privatisation including the allocation of proceeds.

As of the end of 2007 over sixty transactions hadnbcompleted including the
sale of the government's shares in fifty-four compa under the Jordan
Investment Corporation (JIC) portfolio. The totabpeeds of the privatisation
programme equal approximately $1.3 billion (seeletad.1) while total
investment — both domestic and FDI — have surpa$866 million — mostly in

the water, telecommunications, transport and pegetors:>*

Table 4.1: Privatisation Transactions During the Pdod 1998 - 2007

Enterprise Millions of US Completion
P Dollars Date
Cement JCFC 112 1998, 2002
Telecom. JTC 691.5 2000, 2002

Public Transport/ Amman 0.7 1999
. August
Airport Duty Free Shops 60.1 2000
Aircraft Catering Centr 20.02 August
C ering Centre . 2001
Royal Jordanian Air Academy 58 January
2003
October
Arab Potash Company 173 2003
Jordan Aircraft Maintenance Company 551 January
JorAMCo ’ 2005
Total 1118.1
JIC Portfolio 152
Grand Total 1270.1 1998-2007

The issue of how to use these proceeds has beleapsethe area of most concern
and the legal and institutional framework briefgtailed above is focused largely
on resolving this matter. The NPS stipulated tiet proceeds should not be

%3 EPC, 2001Privatisation NewsletterAmman: The Executive Privatisation Committee.

34 Zu'bi, T., December 21 2006.
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allocated to cover the contemporary expenditureb@fTreasury°° Article 13 of

the Privatisation Law sets out the allocation afgaeds from the privatisation
programme. The initial step was the creation ofri@afisation Proceeds Fund
(PPF) where all the revenues are deposited. Thnsl f8 supervised by the
Privatisation Council (PC) and regulated and adstémed by the EPC. Once the
proceeds have been deposited in the PPF they lacatadd for seven different

purposes, once again it is worth referring to tRE€HKlirectly:

1) Settlement of government debts accumulated by the
institutions or enterprises undergoing a restructuror
privatisation process and covering the expensestirgsg from

such a process.

2) Purchase of government debts to benefit from déshston
these debts or to settle such debts through dedyp-sieals or
by any other method approved by the Council andeoted to

by the Council of Ministers.
3) Investments in financial assets.

4) Financing economic activities and new investments i
infrastructure sectors with feasible economic avdad returns
and which will assist in achieving sustainable deyment,
provided that such financing is included in the ggovnent’'s
budget.

5) Re-qualifying and training employees working attilasions
and organisations undergoing a restructuring ovapigation

process and settlement of their ensuing finanajaks.

%% page, J., 2005tructural Reforms in the Middle East and Northidsfr Washington: World
Bank, p: 72.
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6) Retrospective subscription with the Social Security
Corporation on behalf of employees of privatisestitntions

who will become subjected to the Social SecuritwlLa

7) Proceeds of investments of the Privatisation Prixdeund

shall be considered revenues for the Trea&lry.

At the time of writing the Jordanian government hasgyely followed these
guidelines and used proceeds in six main areas.afé®& of most importance
appears to have been external debt settlementpritteeds used to the sum of
$111.827 millior®® Approximately 66 percent of the proceeds generbgethe
JICP totalling $91.1 million have been spent orureant expenditures of the
general budget® This constitutes the second largest area of expeadrom the
PPF. The government has also spent $64.134 milionthe settlement of
domestic banking loans including $21.449 milliorthe Housing Bank for Trade
and Finance (discussed in chapter seven) and $il8vilion to the Savings
Fund and Social Security Corporatitfl.Development projects have also been a
key area of concern for the government and have foeeised upon in the course
of the latest round of economic reform. Using P&Fenues, $63.973 million has
been spent on projects such as the constructionmeaidtenance of rural and
agricultural roads ($11.63 million), the Lejoun a@brridor Water Projects

($21.6 million) and sewerage projects ($2 millidf).

In terms of the rate of the privatisation of govaemt-owned or affiliated
corporations as well as the relative number of semdiities being privatised, the
programme as a whole has been quite successfilie tpoint where the WB has
stated that it ranks as “one of, if not the mostcessful in the Middle East

region.”®”? It is worth briefly highlighting some of the prajs undertaken as part

%7The Privatization Law 25/200@mman: The Executive Privatization Committee.

%8 EPC, Report on Privatisation Proceed2006, Amman: The Executive Privatization
Committee.
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of this programme in order to identify how the goweent’s policy has been
implemented. On January 23 2000 40 percent of tvergment’s shares in the
Jordan Telecommunications Company (JTC) were soldan international
consortium, which included France Telecom and ThabABank for $508
million.>”® The transaction was a fee-based management confrdarther 1
percent of shares were allocated to the JTC emetdyrovident Fund that same
month. The following month a further 8 percent led government’s shares were
sold to the Jordan-based Social Security Corporatar $102 million. The
remaining 51 percent of total shares still ownedHgygovernment were endorsed
for sale through Initial Public Offering in 2002 tiviJPMorgan and the Jordan
Investment Bank as the lead managers for the ttdoea The “IPO was
completed on October 29 2000 with the sale of p@igent of JTC total shares
whereby 3.5 percent were acquired by retail invesémd 7 percent by local and
non-Jordanian financial institutions; total proceeginounted to around $86.2
million.”*”* Throughout the privatisation of JTC US-based Mirinch acted as
the consultant and financial advisor for the projehile legal firm Macarthy, of
Canada, was the legal consultant. As a result efptiivatisation of JTC, over
seven thousand jobs have been created and over ribdh invested in the
telecommunications sector in Jordan. Since 2000 thadnitial steps towards
privatisation of the sector, two more telecommutnces operators have
established themselves, Mobilecom (2000) and R&s{R002). Total revenues
from the project (as shown in table 4.1 above)d@ob691 millior?

There are a number of other major projects thae lteeen completed in a number
of fields as outlined above. It would be usefulother studies to outline these
projects and provide some form of assessment af shecess and implications.
However, for the purpose of this study the aboveculision is sufficient to
develop the analysis of contemporary Jordanian eoan policy. The next
logical step in the analysis is to examine Jordangdforts towards trade

liberalisation. This is the most relevant issueaadrethis chapter in terms of this

33 EPC, 2000,Report from the Executive Privatisation Committeemman: Executive
Privatisation Committee.
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study. However, it has been the intention to creafgicture of contemporary

Jordanian interests and so the previous sectiangddbe viewed in this light.

Trade Liberalisation

As part of the government’s efforts to maximise temnefits of the structural
adjustments of the late 1980s and mid-1990s asaseib further the process of
economic reform in order to boost economic grovetiiproad ranging policy of
external trade liberalisation through domestic dkgion and international
institutions was established in the late 1998<Efforts towards greater intra-
Arab trade have been underway for many years dataclg as far as 1953 and the
establishment of a treaty between the member stétbe League of Arab States
aimed at facilitating transit of trade (one elemefvhat is termed the first wave
of Arab regionalism§’’ Further attempts at greater Arab integration were
pursued throughout the following decades includimeg1964 creation of the Arab
Common Market (ACM) which envisaged the eliminatminall tariffs between

Arab states.

In 1981 the Agreement for Facilitation and Promotaf intra-Arab Trade was
signed by all Arab staté€® This was followed by another declaration for the
elimination of all tariffs and non-tariff barriets trade in manufactured and semi-
manufactured goods. However, the impact of thedeo#tmer agreements on intra-
Arab trade has been until recently, minimal, legdmwhat appears to be a latest
wave of regionalismi’® The latest round of integration goes much furten
previous attempts and it could be argued thatwlaige of regionalism has more
in common with the broader processes of globabisathan regionalism and is

powered by the increasing importance of internatiamstitutions.

378 Feraboli, 0., 2003A Dynamic Analysis of Jordan’s Trade Liberalisatiodamburg:
Universitat Hamburg - Institut fir Wachstum und Kaoktur.

877 zarouk, J., The Greater Arab Free Trade Area, @ekthan, B., and Zarrouk, J., 2003,
Catching Up With the Competition: Trade Opportugstiand Challenges for Arab Countries,
Ann Arbor: The University of Michigan Press.

378 Dennis, A., February 2008he Impact of Regional Trade Agreements and Traxsifation

in the Middle East and North Africa RegjdWashington: World Bank, p: 4.

379 carkoglu, A., Eder, M., and Kirisci, K., 1998 he Political Economy of Regional
Cooperation in the Middle Eadtpndon: Clays Ltd, p: 16.
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For the Jordanian government, this wave of intégnahas not been ignored.
Unlike some regional governments, such as thosdhef GCC states, the
Jordanian government has been active in promotolgips aimed at greater
economic integration with the Arab world as a whaed perhaps more
importantly with the global econoni§® There are six main elements to the
government’s process of trade liberalisation andnemic integration. These
elements are as follows: accession to the WTO, Jtrelan-EU Association
Agreement (JEUAA), the Greater Arab Free Trade A(&GAFTA), the
Mediterranean Arab Free Trade Area (MAFTA), the dp@an Free Trade
Association (EFTA), and bilateral FTAs such asib&FTA.

Within the government’s decision making bodies ¢hexists a debate that dates
back to the establishment of the latest round addrreform in 1996. The trade
policy issue in debate is whether the process shimadus onregional or global
integration®®! Referring back to the discussion in chapter twere is much
evidence that suggests that trade liberalisati@hesmonomic growth are directly
and positively relate®® There is even more evidence that suggests that non
discriminatory trade liberalisation leads to higheconomic growth than
preferential liberalisatioff® Preferential trade liberalisation is likely to saua
diversion in trade. This can include diversion aweym sources of efficient
production and lower costs to sources of less iefftcproduction and higher
costs. Furthermore, trade diversion could mean #oaess to larger or more
lucrative markets is prevent&f For the Jordanian government these
implications have been considered and a non-digtatory and broad ranging
process of multilateral trade liberalisation hagrbg@ursued. Accession to the
WTO is a clear indication of the government's choseute to trade

liberalisation.

30 Hosoe, N., A General Equilibrium Analysis of JanaTrade Liberalization, idournal of
Policy Modelling August 2001, Vol. 23, No. 6.

%1 Winters, A. L., April 1996Regionalism Versus Multilateralisrpaper presented at the CEPR
Conference on Regional Integration, La Coruna, 1spai

%2 3achs, J., and Warner, A., 199%0Bomic Reform and the Process of Global Integrgtio
Brookings Papers on Economic Activityashington: The Brookings Institute, p: 1.

383 vamvakidis, A., 1998Regional Trade Agreements Versus Broad Liberatisativhich Path
Leads to Faster Growth? Time-Series EvideMgashington: IMF Working Paper 40.

34 Al-Khouri, R., Trade Policies in Jordan, in Hoekma., and Kheir-El-Din, H. (eds.), 2000,
Trade Policy Developments in the Middle East andiNAfrica, Washington: The World Bank,
p: 149.
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Accession to the WTO

The Hashemite Kingdom of Jordan became the onerhdndnd thirty-sixth
member of the WTO on April 11 2000 following initiaegotiations that began in
late 1994%° The accession negotiations were largely focusedthen major
economic and legislative reforms discussed abovese/himplementation was
required before admission to the organisation wassiple. According to the
Jordanian Ministry of Industry and Trade the goweent had to make
“amendments to the [kingdom’s] Trademarks and @gpys laws” and new
laws had to be created “on Patents, Models andstnidl Design, Integrated
Circuits, Trade Secrets and Unfair Competition, @aphical Indications, and
Plant Variety Protectiori*® (discussed at length in chapter seven). Furthegmor
existing laws on “Standards and Metrology, the Gorst Law, General Sales Tax
Law, and the Law on Unifying Fees and Taxes” hadbeé revised in order to

conform with WTO standards and regulatidffs.

The Jordan-European Union Association Agreement

The JEUAA is just one of a number of Associatiorréaments signed between
the EU and MENA states and is just one elementhef liroader Barcelona
Process between the two regidffs.The agreement also replaces the 1977
Cooperation Agreement signed by the EU and Jordihe. JEUAA itself was
signed November 24 1997 but was not ratified byJielanian Parliament until
September 1999. The implementation of the agreemastdelayed still further
until May 15 2002 as it was not ratified by all the then fifteen EU member
states until that time. As an element of the preces regional integration
between the EU and MENA the JEUAA incorporateseghssue areas which are

35 WTO, Report of the Working Party on the Accession ofidorWorld Trade Organisation,
December 3 1999, p: 1.

3% pid, p: 39.

37 bid, p: 46.

38 Anon, 2003 Annual ReportAmman: The European Commission in Jordan, p: 19.
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of importance to greater bilateral and multilaterdaégration: these areas are in

the political, economic and financial, and socidtmal spheres®®

Article three of the JEUAA states that a regulafitpal dialogue shall be
established between the two parties especiallydsrithe EU parliament and the
Jordanian parliamenri’ The aim of the political aspect of the agreementoi
develop mutual understanding and cooperation betweeparties with emphasis
placed on the achievement of peace, security anthhuights. Quoting the text

directly the political dialogue aims in particutardo the following:

...develop better mutual understanding and an ingrgas
convergence of positions on international issuasd in
particular on those issues likely to have subsdheffects on one
or the other Party; enable each Party to consieposition and
interests of the other; enhance regional secuntysability; and

promote common initiative$"

The economic component of the JEUAA aims to esthbh progressive steps an
FTA between the EU and Jordan by 2010. The agreeocosers the following
sectors: industrial and agricultural products, mes, right of establishment,
payments and movements of capital, competitiorelladtual property rights
(IPRs), standards and measurements, financial cai@e, economic
cooperation in the field of industry, agriculturadainvestment, transportation,
telecommunications, science and technology, enmeot and tourism as well as
energy’®? This element is based upon the provisions existinghe General
Agreement on Tariffs and Trade (GATT) and in then&al Agreement on Trade
in Services (GATS). Also important to the developinef links between the EU
and MENA are socio-cultural issues. In this respdsd JEUAA also has

provisions established in order to increase therawtion between civil society

389 patten, C., 2006The EU-Jordan Association Agreement: Opportunitesi Challenges
Amman: The European Commission in Jordan.

390 EC, Summary of the Provisions of the Jordan-EU AssimiaAgreementThe European
Commission in Jordan.

91 bid.

%2 Dessus, S., Devlin, J., and Safadi, R. (eds.)1200wards Arab and Euro-Med Regional
Integration,Paris: OECD.
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actors®*®* Emphasis is placed upon education, training, tle of women in
society, migrant population groups, health and eoafon in justice and home
affairs and in particular action to combat intero@dl crime such as drug

trafficking and international terrorisii?

Significantly the JEUAA has had limited impact iatb the total value and total
guantity of trade between the Jordanian and thentdikets. Furthermore, the
sectors within which this trade takes place haveareed constant. This is
important for two reasons. First, there is a stamktrast between the results of the
JEUAA and the JUSFTA (discussed below) in the vane quantity of trade in
goods and services as well as the sectors withiohathade takes place. Note that
the JEUAA is some three years older than the JUSHH& second way in which
this is important is in the implications for thestove returns on FTAs for the
Jordanian economy. The later discussion on noe-stetiors (chapters five, six
and seven) engages with this anomaly and offergxatanation. Figure 4.1
below outlines the constant nature of trade refatizetween Jordan and the EU.

Figure 4.1 Total Jordanian Trade Levels Wth the EU 2001-2007%°
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393 Devlin, J., and Page, J., Testing the Waters: Anggration, Competitiveness and the Euro-
Med Agreements, in Dessus, S., Devlin, J., anddiafa (eds.), 2001.

% patten, C., 2006.

%9 Eurostat, 2007.
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A number of MENA economies are liberalising theeide regimes. However,
there has been a distinct lack of political wildasommitment to fully integrating
with both the regional economy and the global eaonoThere has also been a
serious lack of cohesion and agreement on the wayshich to pursue an
overarching MENA free trading econoriy. This is shown by the number of
regional economic integration projects ongoing &date 2007. These are as
follows; GAFTA, GCC, the Arab-Maghreb Union (AMUand MAFTA. All of
these preferential trade agreements have the samef aeducing tariff and non-
tariff barriers to intra-Arab trade and promotingeater economic integration.
However, they often overlap and contradict one la@roand often lose internal

cohesiort’

The largest and most comprehensive agreementyrrstef the scope of states
involved and the range of issues dealt with is GAF3igned at the League of
Arab States General Meeting on February 19 199%%niman>®® Jamel Zarrouk
argues that to some extent GAFTA was created asudt iof the fear that the EU-
MENA Association Agreements would divert intra-Aréfade away from the
MENA regional economy to Europ€’ It can also be argued that GAFTA came
as a response to the Uruguay Round of trade néigasawhich it was believed
would hinder Arab access to the European econoniythé same time as the
Barcelona Process was born so too was an ExecBtivgramme, established
under the auspices of the League of Arab States. dilm of the Executive
Programme was to revive the 1981 Agreement forlikgten and Promotion of
Trade, which had largely been abandoned. It wdsseehthat the main flaw of
the 1981 agreement was that it was merely a stateofeintent and did not

include any concrete steps or targets for impleatemt. GAFTA was established

%% Haddad, M., 2001Export Competitiveness: Where Does the Middle BasdtNorth Africa
Region Stand€airo: Economic Research Forum.

%97 Konan, D., Alternative Paths to Prosperity: Ecoimmtegration Among Arab Countries, in
Galal, A., and Hoekman, B. (eds.), 2008tab Economic Integratign Washington: The
Brookings Institute.

3% Signed by the following Arab states: Jordan, BehrbJAE, Tunisia, Saudi Arabia, Syria,
Irag, Oman, Qatar, Kuwait, Lebanon, Libya, Egypgrbtco, Tunisia, Algeria, Mauritania.

%9 Zarouk, J., 2003.
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to reduce traditional barriers to intra-Arab tradehe rate of 10 percent per year
with the end target being 0O percent tariff on mita-Arab trade by 2018°

However, progress in implementing the negotiategsstowards tariff reduction

in GAFTA since 1998 has been interrupted and urngftidNevertheless on

January 1 2005 the full removal of customs dutiesalh merchandise traded
between the member states came into effect. Betaetman and Jamel Zarouk
claim that the role of the Jordanian governmend, tie Ministry of Industry and

Trade in particular, was instrumental in the eastgges of negotiating and
implementing GAFTA. The result of Jordan’s involvem has been a three-fold
increase in trade exchange between the Jordanigketrend those of the other
member states of GAFT# (see table 4.2 below).

Table 4.2: Jordanian Trade Levels in US$ Millions \ith GAFTA Members 4%

Year Imports Exports Total Balance
1993 719.76 411.2 1130.96 -308.56
1994 749.11 482.2 1231.31 -266.91
1995 854.1 642.13 1496.23 -211.97
1996 1039.2 674.3 17135 -364.9
1997 931.12 764.4 1695.52 -166.72
1998 716.4 634.4 1350.8 -82
1999 788.8 570.9 1359.7 -217.9
2000 1077.25 580.13 1657.38 -497.12
2001 1147.9 1082.1 2230 -65.8
2002 1268.49 1229.26 2497.75 -39.23
2003 1571.8 1235.65 2807.45 -336.15
2004 1702.3 1297.02 2999.32 -405.28
2005 1759.05 1311.5 3070.55 -447.55
2006 2064 1433 3497 -631

00| eague of Arab States, 19%xecutive Programme of the Agreement on Faciligpfinade
and Developing Intra-Arab Trade for Establishing tBreater Arab Free Trade Area (GAFTA),
Secretariat of the Arab League, Directorate of Boaic Affairs, Cairo, Egypt.

40 Hoekman, B., and Zarrouk, J., 2003, p: 290.

402 Anon, 2007, Foreign Trade Statistics of JordarB18@06, Cairo: Arab Monetary Fund.

403 Arab Monetary Fund Statistics Division, 2006.
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The Mediterranean Arab Free Trade Area

As a result of what Hassan Al-Atrash and Tarek Ybusall the uneven
development of GAFTA* a number of other regional trade agreements have
been signed by various members of the original r#eem Arab states who
created GAFTA as well as other states. The Jordagavernment signed the
MAFTA agreement (also known as the Aghadir Process)ebruary 25 2005.
The agreement involves Egypt, Morocco, Tunisia daddan and was initially
agreed at a meeting between the foreign ministetiseoabove mentioned states
in Aghadir, Morocco on May 8 202> The Aghadir Declaration has three key

objectives which are as follows:

1) To enhance mutual Arab cooperation and to furtieeebbp the
Pan-Arab Free Trade Agreement and the efforts ederd

establish an Arab Common Market.

2) To establish a strong economic alliance responsive
challenges of sustainable economic development giobal

economic developments.

3) To arrive at a proper mechanism for trade libeatils
between the Mediterranean-Arab countries and the &id
which will be compatible with contemporary econonrends

in both the regional and international aretf4s.

It at first seems confusing as to why a secondagyonal economic integration
initiative would be taken three years after the GAFRagreement was signed and
came into effect. A closer analysis of the MAFTAregment though shows that
this initiative while having the same aim of redwgitrade barriers within the

MENA region has two main differences to GAFTA. HysMAFTA is relatively

404 Al-Atrash, H., and Yousef, T., 200Mtra-Arab Trade: is it too LittleWashington: IMF.

% peridy, N., Toward a Pan-Arab Free Trade Areaessing Trade Potential Effects of the
Aghadir Agreement, ilDeveloping EconomieSeptember 2005, Vol. 43, No. 3, pp: 329-345.
%% Hamoudeh, M., 2005 he Aghadir Processsmman: Ministry of Industry and Trade.
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exclusive in the sense that it includes Arab statethe Southern Mediterranean
(granted Jordan does not actually have a Meditearamoastline}’” Second, the
medium to long term intention is to increase thespects specifically for EU-
Arab integration. In this respect, the initiativena at developing a single block
with which negotiations with the EU can commef¥lt is worth noting that
GAFTA also seeks to create a single block with Wwhather regions could
negotiate economic cooperation. The creation of MABignifies a desire of the
member states’ governments to further encourage piloezess of greater
integration with the global economy — a processcWwhis rather slow in the
context of GAFTA?®

The Jordan-United States Free Trade Agreement

Due to the relevance of the JUSFTA to this curmate of work a slightly more
in-depth look is necessary here than has beenegtantthe other FTAs signed by
Jordan outlined above. However, as it is just olement of trade relations
between the two states (as will be shown in théodehg chapters) only an
introduction and brief evaluation is required hefaus the following section
discusses the origins of the JUSFTA, a breakdowrthef main elements, a
summary of its implementation up to the point oistivork and the overall
impacts seen thus far on US-Jordan trade levelenms of total value and

quantity.
Origins

One could argue that the JUSFTA is merely a rewardordan by the United
States for supporting US policy in the MENA regi@uring an interview held in
Amman in December 2006, Yousef Al-Shamali, the DepDirector of the
Foreign Trade Policy Department of the Ministry bfdustry and Trade,
described this position as viewing the FTA as gngntlordan access to the
world’'s largest market as a form of support for floedanian government’s pro-

“" Dennis, A., 2006, p: 4.
4% Konan, D., 2003.
4% Hoekman, B., and Zarrouk, J., 2003, p: 286.
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western stanc&® This assumption would be based on the belief that
Jordanian economy will benefit by greater expoxsthe US market — a
development that is seen as contributing to ecoag@mwth and employment in
Jordan*™

state to sign an FTA with the United States ang tim¢ fourth globally did have

This may all be true: for certain the fact thatddm was the first Arab

something to do with the support the Jordanian gowent has given the United
States over the past decade or so. This supportctiae in the forms of
cooperation in military missions in the region adigpplomatic and economic
efforts to promote stability in the Palestinianriteries. However, one must not

accept this interpretation without delving deemo ithe FTA’s origins.

Accepting the argument above prevents the reseafidi| examining a number
of other factors that may have been involved indteation and ratification of the
JUSFTA. For one, the position of the United Statesuld not be seen simply as
a reward for an ally. As mentioned above Jordan ardg the fourth country
globally to sign an FTA with the United States. §hlone adds more importance
to the FTA. To reward the Jordanian government’speoation and political
stance, the United States need only extend the muwsegrants given Jordan
under the United States Agency for Internationavéd@pment (USAID) project
there®? Or simply provide the Jordanian military with neer upgraded
equipment as happened in 1996 as a result of grengi of the Jordan-Israel
peace treaty in 19942 Rather it is the case that there are overarchémtpfs

which the Bush Administration took into account whatifying the JUSFTA.

The JUSFTA was a first in many ways in US tradegyollt was the first with an
Arab country and only the second in the MENA regieithe first being with
Israel. It also was the first time a bilateral Fb&tween any states included
provisions for labour, the environment and IPEsAs will be shown below and

410 Al-Shamali, Y., Deputy Director of the Foreign @mPolicy Department of the Ministry of
Industry and Trade, interview held in Amman, Decen®4 2006.
411 A

Ibid.
“2 For a breakdown of US economic and military aidJardan see the Embassy of the
Hashemite Kingdom of Jordan, Washington: DC.
http://www.jordanembassyus.org/new/aboutjordangintini
413 jpo

Ibid.
414 Us-Jordan Free Trade Agreeme®thedule of Specific Commitments
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in later chapters the impact of the JUSFTA on tiagels between the two states
has been significant and has evolved into a maateFTAs between the United
States and other MENA states. This latter poipeidhaps the most compelling in
light of the position of the US government towatds MENA region and its
current political, military and economic activititdre. In the chapter four it is
shown that the Bush Administration has spear-headsmmprehensive change in
US-policy towards the region. The United Stateshessto transform its relations
with the MENA regiori:*® In this way, the JUSFTA was not merely a rewart bu
an initial step on the way to transforming economaations with the MENA
region. If this is true then the ‘reward’ is greater the United States than for

Jordan - this will be discussed in more depth enfthlowing chapters.

What is also important and often overlooked in diseussion of the JUSFTA is
the position and contribution of the Jordanian goreent in the formation of this
agreement. It is often assumed that the Jordarsaergment was handed out
charity and gratefully took it. However, this viemly hinders a deeper analysis
of the agreement and its implications. As has ls&wn above, and indeed has
been the purpose of this chapter, the interestd@eyn and trade policy of the
Jordanian government have undergone a transformiatithe last decade. Pursuit
of membership in the WTO, the signing of multipieateral (such as the Jordan-
Singapore FTA of May 16 2004) and multilateral FTASAFTA, MAFTA,
JEUAA) have been a priority of the Jordanian goweent. The Ministry of
Industry and Trade has transformed Jordanian foreeagle policy since 1997 and
pushed for greater economic liberalisation andrnefoAs part of this process,
negotiations for the JUSFTA were launched in 199&leun the Clinton
Administration — the JUSFTA was in fact finalisedhile the Clinton
Administration was still in office and the Bush Adomstration merely ratified
it.*'® The desire for greater access to the US-market hemd in hand with the
overall diversification of Jordanian foreign tradehe results of the agreement
with the United States have been very significamtthe Jordanian economy as

will be shown below. However, the greater significa lies in the pursuit of trade

415 |_everett, F., 2005The Road Ahead: Middle East Policy in the Bush Aistration’s Second
Term,Washington: The Brookings Institute, p: 5.

“1® Rosen, H., Free Trade Agreements as Foreign Plicys: The US-Israel and US-Jordan
FTAs, in Schott, J. J. (ed.), 2004, pp: 51-53.
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liberalisation and the repositioning of the Jordanieconomy in the global

economy as a result of this process (to be disdussthe following chapters).
Outline of the FTA

With regards to trade in goods, the FTA requires tamoval of all tariffs by
2010. The transition to O percent tariffs is schedun four main stages as shown
in table 4.3 below. The exception is a list of timendred and fifty Jordanian
products which were granted immediate O percenff taccess to the US-
market?’

With regards to trade in services Jordan alreadlydmnplete access to the US
market at the time the FTA came into effé€tThe United States however did
not have reciprocal access to the Jordanian market.FTA calls for the total
liberalisation of this market in Jordan for accés3JS-based and US-affiliated
corporations over a ten year transitional periobe Bectors to be liberalised
include: energy distribution, convention servigasnting and publishing, courier
services, audiovisual, education, environmentaharftial, health services,
tourism, recreation and transport services (ansassent of trade in financial
services is the focus of chapter sevEf)The agreement also stipulates in annex
2.2 that 35 percent of the value of any good tkatraded between the two

economies must originate in the exporting country.

Table 4.3: Removal of tariffs between Jordan and th USA'°

2000 Tariff Level Phase-out Period
<5% 2 years
5%-10% 4 years
10%-20% 5 years
>20% 10 years

47 USTR, 2005;The US-Jordan FTA Fact She®¥ashington: Office of the United States Trade
Representative.

“18 Jardaneh, D., 2003)S-Jordan Free Trade Agreement: Reaching the Fihisle, Amman:
Atlas Investment Group.

“19pid.

420 | pid.
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Implementation

The JUSFTA came into effect on December 17 2001harsdseen success in the
implementation of the phased reduction in tradeida: The target year of 2010
to have eliminated all barriers to trade betweenttéto economies looks set to be
met. To summarise, tariffs on all goods outlinedthe agreement have been
reduced according to schedule: unhindered acceg$ietoJordanian services
market has been granted to US-based corporatitudies have been completed
according to the labour and environment provisiohshe agreement and joint
committees established; and the dispute mechangdtimo(gh not tested) has
been confirmed?* The impacts have been significant and have tramsfo
Jordan-US trade relations in terms of value, qtyardand to a certain extent
sectors involved. As can be seen from the tabléswbéhe overall value and
quantity of trade between the two markets has asaé from $568.2 million in
2001 (the last year before the FTA came into effect total of $2.1851 billion
in 2007, and is estimated to rise to approxima®®4 billion in 2008
Furthermore, while traditionally the United Statesd a surplus trade balance
with Jordan ($109.8 million in 2001) since the FEAme into effect the trade
balance has been in Jordan’s favour ($8 millior2@2 and $472.7 million in
2007)*%

An analysis of the sectors in which this trade tek®n place and within which
this growth in trade has been witnessed is imporan revealing. It offers an
insight into the nature of trade relations betwdles two economies and will
provide the basis for the analysis of the impachaf-state actors in Jordan-US
trade in the following chapters. The main Jordamgports to the US market are
in the following sectors: textiles and clothing, ddeSea cosmetics, orthopaedic
appliances, olive oil, chemical fertilizers, painend varnishes, luggage,

antibiotics, household appliances and article®wkjlery*?* Other sectors which

421 Ministry of Industry and Tradelmplementation of the JUSFTA: Review 20@6nman:
Ministry of Industry and Trade.
422 Js Census Bureau Foreign Trade Statistics, 2007.
423 (1
Ibid.
424 Jardaneh, D., 2003.
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appear to be on the rise in total export valuepaesphates, aluminium bars and

insecticide$?®

Table 4.4: Jordan Trade Levels in US$ Millions withThe United States 2000-
2007*%°

Year Exports Imports Balance
2000 73.3 316.9 -243.6
2001 229.2 339 -109.8
2002 412.4 404.4 +8.0
2003 673.5 492.4 +181.0
2004 1,093.45 51.5 +541.9
2005 1266.8 644.2 +622.7
2006 1422.1 650.3 +771.7
2007 1328.9 856.2 +472.7
Conclusions

The aim of this chapter has been to discuss statd-facilitation of trade in
Jordan. This has been done by tracing the changdkei main interests in
contemporary Jordanian domestic, foreign and tpadiey and the domestic and
international environment within which these takacp. Towards this endeavour
a number of key interests and processes have beeatified. These signify a
break from traditional interests which have beemydly focused on national
security and regime survival. An overarching shifis been made in the key
objectives of Jordanian decision-making. With amlgsis of the major policy
directions taken by the Jordanian government okier gast decade it can be
discerned that the main policy focus is now onassaf economic reform and
international cooperation which are aimed at aghg\veconomic growth and
sustained development. It must be noted, howekat,issues and interests of an
economic nature are directly linked in an interdejmnt relationship with
political issues and interests. One element ofrdferm pursued has been to

2 bid.
2% bid.
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reform the regulatory framework within which tratikes place to facilitate
greater levels of trade between Jordan and intematmarkets in the anarchic
international system. This has been done by engaguth international
institutions in the form of both 10s, such as memshg of the WTO and regimes
such as the GAFTA and JUSFTA.

This transformation from security to economic ietdés dates back to the mid-
1990s. However, with the ascension to the throni€ing Abdullah Il came a re-

configuration of how government interests in Jordea formulated. This has led
to subsequent reform-oriented governments whicle ipavsued economic reform
more aggressively in the form of structural adjwestim privatisation and the
liberalisation of trade. The implications of thisorientation for the political

economy of trade relations between the United Stated Jordan have been

significant and will remain so in the medium todaerm future.

As outlined in chapter one this study is not staetric and in fact aims to
diversify the study of actors in trade relationewgver, it is important to include
the relevant state actors — or national governmeras part of the analysis. The
Jordanian government is one of the central actofsgcting trade between the
United States and Jordan. This impact comes in ma&ays but the most

important here are in the forms of government adnwof state borders,

administration and the creation and enforcemennhtefnational agreements. In
this way the government of Jordan has adopted i&ypdirection which has

overtly facilitated trade. By pursuing economicelidlisation and reform the
government has attempted to develop an environmvbete economic activity

can evolve, seeing this as being in the state’s inesrest. By creating a more
transparent political environment states can dtteeonomic activity. Coupled

with privatisation this political reform has led ¢peater inward investment and
economic activity. The government’s efforts at stuwal adjustment and trade
liberalisation have complemented this process amasle hspawned greater
economic integration with the international econothys facilitating trade — a
key goal in the pursuit of economic growth.
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As this and the following chapter show the governta®f the United States and
Jordan have pursued policies aimed at facilitatrage between the two states
which have culminated in the JUSFTA. This agreenremin integral element in
the regulatory regime governing bilateral trade.ilé/lboth governments have
pursued their respective national interests, tlese-lap and have resulted in a
synthesis of interests in the overall facilitatmfrtrade. In the case of Jordan links
between and the interdependence of economic aitecabissues at the domestic
and international levels have shaped a set of stesests. Full rationality is not
assumed in state identification of interests arel dbcisions taken in order to
pursue national goals. However, the analysis aposgents the argument that the
Jordanian government has identified various staterests and has generated
policy decisions which it is believed will achietleese goals. Furthermore, these
policies include as a main element the reform ditipal and economic forms of
governance at the domestic level and the engagemaht international

institutions at the international level.

The Jordanian government has in the past decada hatl or so pursued a slow
and uneven process of political liberalisation asllwas macro-economic
structural adjustment, privatisation and engagememth international
institutions. While there are unique charactersstaall of these policy areas they
have one broad common characteristic. They areiralgne form or another,
aimed at achieving economic growth and stabilitygciitating trade is a key
element in fostering economic growth in Jordan dhd engagement with
international institutions as a means of interestatd inter-market cooperation is

a pivotal component of this facilitation.

The assumption that international institutions emage cooperation and stability,
offering a level of governance of internationakt&ns in an international system
which is characterised largely by anarchy seentgettess important in Jordanian
policy making than the benefits to economic growitough international trade.
This would suggest that liberal economic thoughtl ghe importance of
international institutions in facilitating tradeeamore important in understanding
the Jordanian government’s involvement in I0s amdld regimes. A similar

discussion of US interests, foreign and trade pdicand involvement in
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international institutions follows in the next cl@p This analysis presents a
clearer assessment of state actor belief in thieywdf international institutions in
fostering cooperation and stability in internatibredations. Broadly speaking the
United States has different interests to Jordand#iferent policies are pursued in
order to achieve these goals. However, the engagenvéh international
institutions and with Jordan in these institutiesis key convergence of the two
states’ policies. The following chapter thus depslan line with the discussion
in this chapter, the argument that cooperation eetwJordan and the United
States through international institutions is oveaapositive-sum game but with

multiple levels of zero-sum and positive-sum games.
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Chapter Four

State-Facilitation of Trade: US Interests and Trade

Policy
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Introduction

This chapter completes the analysis of state detmlitation of trade between
Jordan and the United States. The focus here tkenontinuities in US interests
in the MENA region and Jordan, and changes in §oreind economic policies
there. The main argument here is that US foreigh esonomic policies to the
region are in fact largely one and the same ane lheen used in conjunction
with each other to pursue policy goals and intsreShese goals and interests
have remained largely constant but major foreigth @onomic policy directions
have changed - as is exemplified by the move tosvaithteral economic

integration through international institutions areitle liberalisation.

There are two broad categories which need to sked in order to understand
US facilitation of trade with Jordan. These arstly, US interests and second US
foreign and economic policies. This chapter isd¢fae constructed in four main
sections. The first section offers a brief discossif the three main US policy
goals with regards to the MENA region and Jordane Becond section then
offers historical examples of US policy in pursoiithese interests from the onset
of the Cold War to the present. This section derrates the differences between
policies which rest upon military or hard power ahdse which rest upon soft

power and international institutions.

Understanding broader trends in US trade poliogssential to the discussion of
US-Jordan trade policy and so must be includebiatstage of the thesis. Section
three thus offers an analysis of US trade policyaashole and not simply to
Jordan or the MENA region. The move from focusing multilateral trade
liberalisation to bilateral liberalisation sinceetimid-1990s is discussed here. The
following section then develops an assessment ofrak& policy to the MENA
region as a whole and how US-Jordan trade polisyifi to this adding to the
discussion of the JUSFTA included in the previooapter.

A concluding section then summarises the main pajcals and interests the
United States has had with regards to the MENAoregnd Jordan, as well as

contemporary US trade policy. A conclusion of ho®-lbrdan trade policy is
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shaped by these interests and policies is themeoff&Vhat this section does not
do is offer an overall summary of US foreign ecoropolicy or trade relations.
This is an important issue area, however, this Enagxists to serve a much more
specific function within this this particular argent. So more general issues of
US external economic policy are only touched uppthe extent that they make
sense in terms of this discussion. To do otherwisalld be a large, and

unnecessary, discussion.

US Interests in the MENA Region

It is possible to identify three core intereststthii®e United States has in the
MENA region which act as demands and constraints)8molicy there. It must
be made clear that the United States, as both atatenarket of non-state actors,
has an incalculable range of interests with regardbe states and markets of the
MENA region. However, for the purpose of discussiig foreign and economic
policy in the region three core interests are pryin@and dominant. These interests
have developed since the late nineteenth centutyhame grown in importance
since the 1950%’

The first core interest to develop was access ¢&rédgion’s markets for US
exports of goods and capital as well as markeisnfort from??® This interest
emerged as the first major US policy interest ia tegion and has remained
relatively constant. The second core interest lees lthe maintenance of secure
access to the region’s natural resources — mosthnd gas'*® Here it must be
noted that access to these resources for the brgéaleal economy has been as
important to the United States as securing accaisgshE US economy. This
interest developed from the early twentieth centurywas not overly significant
until the 1930s. The final core interest emergéer the 1950s as the MENA
states became independent from European patronstrendormer imperial

powers largely withdrew from the region. The sulbssq power vacuum,

427 | ittle, D., 2002,American Orientalism: The United States and thedWicEast Since 1945
London: I.B. Tauris & Co. Ltd.
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growing importance of oil and gas in the globalremoy and instability in inter-
state relations that ensued led to the US intefesteating stable and cooperative
relationships with the states of the regfdhThis third core policy goal has
developed in large part in order to achieve thst fiwo policy interests (and
during the Cold War reinforced broader US policg-&ivis the Soviet Union).

Throughout this period of core US interests anceeglly after the third core
interest of achieving inter-state cooperation, dortdas been less important than
some states, such as Saudi Arabia. However, faligwi series of developments
which resulted in a decrease in US-friendly reginmeghe region (discussed
below), Jordan became a more significant potentiaitner for the United
States’®! Since the 1990s Jordan has developed into onkeofnbre important
states for US-MENA cooperation. This has mostly rbekie to worsening
relations between the United States and otherssiatihe region since the 1990s
(such as Syria, Irag and Yemen) as well as instal others which otherwise
maintain healthy relationships with the United &satsuch as Lebanon and Saudi
Arabia)**? Thus while Jordan only represents a small mawked @rior to 2001
trade with the United States was insignificant) apndsesses no natural resources
of significance, the importance of Jordan in irg&te cooperation and regional
stability have made US policy to Jordan partly symous with broader US-
MENA policy. The following discussion offers exaraplof how US policy in
pursuit of its core interests has developed and b@adordan policy has been

impacted.
The Development of US-MENA Policy

The United States, while arguably the most inflie@nand important external
actor in the MENA region, has not had core inter@sthe region for much more
than seventy years. While some, such as Douglés 3 would argue this is not

430 Ambrose, S., and Brinkley, D., 199Rjse to Globalism: American Foreign Policy Since
1938 8" edition, London: Penguin Books, pp: 254-281.

431 Madfai, M. R., 1993,Jordan, The United States and the Middle East Péaoeess 1974-
1991,Cambridge: Cambridge University Press.
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*Little, D., 2002.
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the case and US interests and policy goals inggmmn date back to the mid- to
late-nineteenth century, one must examine the camenit of the United States
to pursuing its interests in the region over tilet us start in the late eighteenth
century when the newly independent United States faafrom possessing the
capabilities and resources of the great Europearersoof the time. One of the
areas of most disparity was in naval power. ThetadhBtates did not possess a
sufficient naval capacity at that time and as alteould not protect its shipping.
Britain had formerly guarded American shipping whil was a colony but that
privilege had been revoked following the AmericaevBlution in 17764 By the
turn of the nineteenth century US shipping in thes®®rn Mediterranean and
Eastern Atlantic had to be protected by relyingpagments of goods and money
to the Barbary States of the North African cddstdowever, such agreements
were constantly breaking down either because thieetiStates did not pay on

time or because the Barbary States raised theiadés’*®

An action of this kind by the Caramanli ruler ofijiali in 1801 prompted a war
between the United States and Tripoli that last&td W805 as well as a series of
wars with the broader Barbary Coast that lasted a8t5. The most famous
event of the war was the march from Alexandria tpdli by the US consul in

Tripoli, William Eaton, and a small number of US fites’®” This expedition

was ultimately a failure but it signified the firekS military engagement in the
region and a significant commitment to pursuinggotoals. General Eaton (as
he was later entitled) was able to redeem hisainiick of success when in 1815
the newly formed US Navy was able to send a squadooAlgiers under

Commodore Decatur and secure a favorable treaty fine Algerians thus ending

US reliance on ‘protection’ payments.

434 3ee Allison, R. J., 2000, The Crescent Obscurée: United States and the Muslim World,
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The following century was not, however, overly cdwerised by active US
policy making or engagement in the regfdhUnlike the European powers which
had ventured into the quagmire of the region in gnevious decades and
remained involvetf® the United States remained largely detached from t
region. This had more to do with broader isolasbrtendencies within US
government** Broader US foreign policy during the nineteenthtoey reflected
the tendency to remain disengaged from interndti@fiairs except for the
promotion abroad of the principles on which the Aicen nation was founded.
Thus John Quincy Adams, who would become the d#sident of the United
States in 1825, in an 1821 address warned of sgéWionsters to Destroy’ and
greater involvement in the broader wotfd During the first half of the twentieth
century US interests in the MENA region were sigaifit. However, US policy
toward the region remained less active than th@&wbpean powers and much
less vigorous than US policy towards other regisush as South America or
South East Asi&®

It is more appropriate to identify US intereststiie MENA region and then
discuss how vigorously these have been pursuedighréoreign and economic
policy to determine how and when they became cemr&S foreign policy

overall. Thus the following section highlights kpgriods of US policy to the
region as a whole and demonstrates some of theigmliaken in pursuit of the
three core US interests. It is important to not there is a distinct difference
between the two main types of US policy to theargiThe first is characterised
by hard power in the form of military power and goen. The second form of
policy is characterised by what Joseph Nye haseaérsoft powe¥ in the form

of liberal institutions and integration. Both formlsowever, demonstrate the

commitment of the United States to pursuing itenests in the MENA region.
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Soviet Influence and US Responses in the 1950s dfb0s

By the onset of the 1948 Arab-Israeli war both Wl government and academic
scholars had acknowledged that the MENA region waasingly important in
world politics. In the inaugural issue dthe Middle East Journalthe first
American scholarly quarterly that was establishedstudy the contemporary
Middle East, it was declared that “the region wasvrvery near’ the United
States, both in point of time-distance and withpees to the United States’ new
involvement there in questions of power politit&” Yet, even with the
realisation of the strategic, economic and politicaportance of the MENA
region, US policy towards the region remained tiarge extent non-committal
until the 19508

The importance of the MENA region to the United t&saincreased further
following the first Arab-Israeli war in 1948. Howew this was not due to any
normative response to the plight of the Jewishonatinstead it had more to do
with an assessment of thélity of securing access to the region’s resources and
markets, in no small part in the pursuit of US sapacy and the defeat of
international Communisd{’ In the 1950s and 1960s the United States was
increasingly concerned with surging Soviet influeme the MENA region and a
perceived threat to US allies and interests tHé&teThis concern was justified by
two key assumptions. The first was that the UnibSaviet Socialist Republics
(USSR) was an expansionist power whose motivatidnike ideologically based
were nothing more than imperial designs and comdt@nal to the West® The
second was that the strategic interests of the Astabes would leave them
susceptible to Soviet influence if the United Statied not present itself and its

support as a second optitH.
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Developments following the end of the Second Wokdar and their
interpretation by US scholars, analysts and paie led to the embedded
assumption that the USSR did pose a threat to t&eists™ As a result of this
interpretation of the international political erament the policy o€ontainment
was conceived and implemented. George F. Kennamnaef advisor, diplomat,
political analyst, and historian, is regarded as #uthor of the Containment

452

strategy.’” By analysing Soviet foreign policy, traditionseaogy and Russian

history Kennan argued that the USSR was an expaissjpower:>

Furthermore,
regardless of its historical interests, Kennan adgthat the USSR would pursue
new avenues of expansion in any region of the werledicluding the MENA

region®>*

The United States was increasingly concerned vighrapid increase in Soviet
influence in the MENA region throughout the 195@sl 4960 This concern
was coupled with the realisation in the 1940s thHa Arab world was
strategically important to the West and the Unittdtes in particular for a
number of reasons. First, in the geographical sdresdrabs sit astride the Suez
Canal, besides the Straits of Gibraltar, and thatrol the northern approaches
to the Indian Oceaft® Second, because a small percentage of the regienjsle
control a vast amount of the world’s oil and gaserees”’ Regardless of the
growing US interest in maintaining the MENA regiondependent of the
Communist sphere of influence — if not within theS Usphere — Soviet
advancements were made. In late 1955 it was revelast Egypt under Colonel
Gamal Abdul Nasser had negotiated a massive aralsadign Czechoslovakia -
tantamount to a Soviet-Egyptian arms d8&Egypt was able to purchase some
two hundred tanks and other advanced weapons systdns arms deal signalled

the gradual opening up of the Soviet arsenal fodEgypt and subsequently also
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to Syria and Irad>® Along with severely altering the balance of povrerthe
region, this arms deal allowed the Soviet Uniordéwelop a foothold where it

previously had to accept western exclusivity.

As a result of the announcement of the Czechoslamakrms deal then Secretary
of State John Foster Dulles offered the Egyptiassditl for the Aswan High
Dam in return for a rebuke of the arms deal andr&tSoviet assistance. By
February 1956 Nasser was ready to sign an agreermewever, Dulles had
trouble selling the project to the United Stdf¥s.Pro-Israeli politicians
denounced the dam, southern Congressmen wondergdthghUnited States
should build a dam that would allow the Egyptiamgtoduce more cotton thus
threatening their industries and the Cabinet featguporting the project would
unbalance the budg&t The matter was made worse when in April 1956 Nasse
formed a military alliance with Saudi Arabia, Syaad Yemen and refused to
cancel the Czechoslovakian arms d&aFor Secretary Dulles there was only one
option — to withdraw the backing of the Aswan HIgam. He had believed at the
time that the Russians would not be able to tagdxhited States’ place and back

the dam project due to a lack of technical andrfoia capabilitied®*

However,
the Russians had both capabilities and began wotke project at the invitation

of Nasser in 1957.

With thousands of Russian technicians and engire®tgsheir families as well as
large amounts of Soviet money now in Egypt a fioothold in the region had
been established. The US position in the MENA negi@s not strengthened nor
emulated by the pan-Arab sentiments emanating Eggpt. Nasser continued to
spread propaganda for Arab unity and socialism evltbntinuing to take

464

increasing amounts of Soviet economic and militaly.™" Secretary of State

Dulles and President Eisenhower grew increasinglycerned that the Soviet
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Union would move into the region and fill the vaouleft by the withdrawal of

the European powers and were convinced this mudienallowed to happeft®

In light of this expansion of Soviet influence imetregion a new foreign policy
doctrine was called for. In a message given to @Gesgyon January 5 1957 then
President Dwight D. Eisenhower presentedEisenhower Doctrinevhich stated
that the United States would use armed force upmuest in response to
imminent or actual aggression from Communist forteshe Middle East®
Furthermore, countries that took stances opposé&btomunism would be given
aid in various formé&®’ The military provisions of the doctrine were apglliin
the Lebanon Crisis in the following year. The intgrtion in Lebanon perfectly
illustrated Eisenhower’s methods and the solidiftca of US strategic policy
towards the MENA region. It was a unilateral actrat approved by the UN that
was undertaken in haste and with the aim of supmpran undemocratic
government that had very little popular support agsb its own peopl&® The
Lebanon intervention was indeed a far cry fromrtbemative policies employed
by the Wilson Administration. Nevertheless, theeaisower Doctrine and the
intervention in Lebanon demonstrated the importaotdJS interests in the

region and the significance of US policies aimedeaiuring these interests.

Premier Khrushchev had not wanted to escalate itioatisn in the region
following the US action in Lebanon and so refused#$¢r's request for more aid
in 1958%° Khrushchev realised that the US action was takeprotect its oil
interests in the region which were extremely imaottto the West and not so
important to the USSK° However, Khrushchev was also not willing to resist
exploring further avenues for involvement in thedifle East at a time when the

Soviets were making progress in military and sgiatearity with the United
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States’’* Pressures on US policy were increased when in 1887 US
newspapers discovered and published the findings @dmmittee headed by H.
Rowan Gaither Jr., of the Ford Foundation. The l@aiReport concluded that
Soviet Gross National Product (GNP) was increasing much faster pace than
that of the United States, that the Russians waeading as much on developing
heavy industries and military forces as the Uni&dtes and that by 1959 the
Soviets might be able to launch an attack on theimental United States with
over one hundred ICBMs carrying megaton-sized raucheapons’? As a result
of the growing pressures and concerns Eisenhowseased the US military
presence in the MENA region. He dispersed stratbgimbers and installed
medium range ballistic missiles (MRBMs) armed withclear warheads in
Turkey?”® These policies were further embedded by the 196 D&y War and
the deepening relations between the USSR and E@yia and Iraq that

followed.

Idealism and Realpolitik During the 1970s

In November 1976 Jimmy Carter narrowly defeatedageFord to become the
President of the United States. While the precedexpde of US foreign policy
had been characterised by the realpolitik of Heéfissinger and confrontational
doctrines such as the Eisenhower Doctrine, Carter&gn policy would initially
be idealistic and Jeffersoniaff. He did not regard Communism as the chief
enemy and argued that the United States had betmonfearful of the perceived
Communist threat. Instead he argued that the UrStates had given too much
support for corrupt and dictatorial right-wing gomments around the world as a

result of its policy of Containmeff®
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Idealism rather than strategic imperative wouldHhzecore of Carter’'s US foreign
policy. Carter represented a return to normativecples such as the protection
of universal human rights as well as the rightaif-determination and the respect
of the rule of law whether domestic or internatiovdith regards to the MENA
region this entailed settlement of the Arab-Israelnflict through establishing a
viable and secure Palestinian state, the concludipeace treaties between Israel
and her neighbours, and a resolution of the Palastrefugee crisi$’° However,
Carter was shaken when in December 1979 some diigbtyhousand Soviet
troops invaded Afghanistan to support the exisgirggMoscow government there
which could not suppress a growing Muslim insurger@arter went as far as to
declare that the Soviet invasion of Afghanistanstileted “the most serious

threat to world peace since the Second World $#/ar.

Fearful of a threat to western oil supplies Cabecked away from the SALT II
talks, announced that the restrictions on CIA agtigbroad would be lifted and
declared a Carter Doctrine for South West Asia.irideg the Persian Gulf region
as an area of vital importance to the United StaBzster announced that he
would repel any Soviet assault there by any meaosgsary — meaning the use
of military force, including nuclear weapofi§. This stark contrast with the
idealistic foreign policy Carter had intended tonfmlate and implement when he
came to office was further influenced by other ¢sdaking place in the MENA

region.

In an unexpected turn one of Carter's aims, thaeairing peace in the Middle
East, became a sincere possibility. In Decembei7 18&n Egyptian President
Anwar Al-Sadat went to Israel to speak directlythe Israeli Parliament. This
was an act of great courage that was helped byeCGaréfforts to mediate
between the Israelis and the Arabs. Sadat alsisedahat Egypt could not afford
another war with Israel and was incapable of remptihe Israelis from the Sinai
Peninsula by forc&’ In the fall of 1978, Carter invited Sadat and étir&@rime
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Minister Menachin Begin to the Presidential ret@aCamp David. In almost two
weeks of intensive discussions there were five eisson the table: Israeli
withdrawal from the Sinai Peninsula, Golan Heigh#st Bank of the Jordan
River, and East Jerusalem and recognition of thé&® Pds the legitimate
representation of the Palestinian people. In retlsrael would receive
recognition of the right to exist in peace and sigufrom her Arab

neighbourg®

However, only the issue of Israeli withdrawal frdgmnai and
subsequent Egyptian guarantees of peace could feecagipon and the talks
reached an impasse. Undeterred Carter made a strijulém the Middle East in
early 1979 during which he persuaded Sadat andnBtegsign a peace treaty

resulting in a staged Israeli withdrawal from Siffai

Carter’'s idealism had paid off. However, it was tlegy conclusion of a peace
treaty between Egypt and Israel that further sididithe lack of stability and
peace in the remainder of the Middle East and ntadepursuit of US policy
goals there unachieved. The Arab states had be@nirdp two camps and
Israel’s position strengthened as a result. Thdddethe inability of the remaining
Arab states to bargain and achieve at least sorttewmfgoals. Without achieving
the necessary goals it would be impossible forAtadbs to negotiate peace with
Israel®®? Israel in the mean time was rewarded not only \pigace with Egypt
but also a massively improved negotiating posifrmm which point they could
engage in negotiations if it best suited them or ihdhe likely outcomes of

negotiations would be medioct®

In the same year as the Egypt-Israel peace treayt® farther to the east also
shook the foundations of US foreign policy. Sin@b3, the year in which the
CIA was involved in a coup to restore the Shah dwvgr in Iran, the United
States had strongly supported Iran. Eisenhowerpgdsaps the most enthusiastic
supporter of the Shah while Kissinger and Nixonwad Iran as the United

States’ best friend in the Middle East, a princip&tner in the containment of
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the Communist threat and the only reliable suppiieMiddle Eastern off®*
However, what the US, and the CIA in particulailefh to realise was that the
Iranian leader was despised at home as much aa$@maised abroad and anti-
US feeling was growing among lIranians. In late daypul979 the Ayatollah
Khomeini — an exile living in Paris who had emergedthe leader of the Iranian
opposition — returned to Iran while the Shah was esttended ‘vacation’.
Khomeini was greeted by hundreds of thousands ppaters concluding a
bloodless revolutionary coup moved by religious aationalistic zeal that the
US administration had no idea was posstterhe result was a loss of perhaps
the most strategically important ally the Unitecat8s had outside of Europe.
Despite all the rhetoric of idealistic foreign modis — of which US support for the
Iranian dictator was not an example — events inMidtlle East had once again
shown that strategic interests not liberal ideasl o dictate foreign policy.
Furthermore, the three core policy goals the UnB&tes was pursuing there had

to be pursued using force and coercion if necessary
The 1990-1991 Irag-Kuwait Crisis and War

On August 2 1990, Iraqgi troops invaded and ovetawait. On the same day
President George H.W. Bush condemned the invasidrasked world leaders to
join him in action against Iraq. On the same dag WN Security Council
condemned Irag and demanded an immediate and fibdrawal from Kuwait
on pain of mandatory sanctioffS.Four days later a full economic embargo was
placed on Iraq. This followed a joint statemenuess$ by then US Secretary of
State, James Baker IIl and the Soviet Foreign NeniEduard Shevardnadze, in
Moscow calling for a worldwide embargo on armsrag(*®’ The Cold War had
ended and Communism had ceased to be a major thréed United States. The
geopolitical environment had been greatly altesednuch so that many heralded
the dawn of a ‘new world order’ in which the rulélaw and multilateralism

would be the key characteristics of internationalations?*® In this new

84 Ambrose, S., and Brinkley, D., 1997, p: 293.
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environment the Persian Gulf Crisis of 1990-199%spnted the first real test of
both these characteristics as well as what US yulithe new world order would

look like.

By August 8 1990 President Bush had put in motiodeéensive operation
entitled Desert Shield in which he dispatched U$att@opers, an armoured
brigade and fighter airplanes to Saudi Arabia whbey were joined by forces
from Syria, Egypt and Morocco. At the same time th¢ was finally fulfilling
its role. Since its foundation following World Wawo, the UN had been largely
left paralysed by great power rivalry and the u$dehe veto in the Security
Council. With the end of the Cold War came the ehohuch of this hostility and
in the political vacuum created was space for gred effectivenes®® The six
months following the invasion that started the isrisaw the United States
actively pursuing the creation of an internationalitary coalition that would
eventually consist of over thirty states, empowdrgca UN mandate to restore
Kuwaiti sovereignty and punish Iraqgi aggressionthAfiegards to the invasion
President Bush declared that ‘this will not stadWorld War Two veteran and
heading an administration filled with World War Tweeterans, Bush had
seemingly learned the lessons of Munich in 1888pen aggression between
members of the international community simply coulot be accepted and

collective action must be employed in order to pres world peace.

The mistake of interpreting Bush’s foreign poliey the early 1990s as being
idealistic must not be made. At the same time asPtrsian Gulf Crisis, events
around the world perhaps demanded more multilabenadanitarian intervention.
In the former Yugoslavia conflict was erupting beem Serbs, Croats and
Bosnians which was tearing the state apart. Thisflico was largely

characterised by massive civilian and material lassl ethnic cleansiriy®

However, President Bush and indeed all of Westemoie did little to intervene

until the mid-1990s. Furthermore, US interest ie tAersian Gulf was still
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49 Michaels, J. E., 1997 he President's Call: Executive Leadership From RDReorge Bush
Pittsburgh: University of Pittsburgh Press.

491 Almond, M., 1994 Europe's Backyard War: the War in the Balkag¥ Edition, London:
Mandarin Press.

154



dominated by strategic imperatives. While Bush heeld through World War
Two, he had also lived through the oil crisis 07391974 and fully understood
the importance of the Middle East to US interestd aecurity. As such the
overwhelming US response to the crisis can be sgeme as a result of a US
foreign policy constructed on realist interpretati@f events than one founded on
the concern for Kuwaiti civilian&? This is extremely important in terms of US
policy towards the MENA region. Bush’s responsé®events of the summer of
1990 indicated that the United States, free from ¢bnstraints of Cold War
considerations, was still inclined to pursue ity kereign policy goals there by

force if needed.

Democratic Enlargement

When BiIll Clinton took office in 1992 he inherited US foreign policy
framework that was unlike any previously seen. Theted States remained
militarily engaged around the world, and pivotal tiee global economy.
However, the United States that President Clintouold/ lead for the next eight
years was the only superpower in a world relativiege from great power
rivalries and characterised by an emerging pattefn multilateralism.
Furthermore, with the collapse of the Soviet Uramil international Communism
(with the exception of North Korea, Cuba and Chinahere a slow process of
economic liberalisation was taking place in theeltthe world was seen as
embracing the very values that the United States fmanded upofi’® The rule
of law, democracy and free market economics weterpreted as being in
ascendancy around the woffd.However, Clinton possessed no post-Cold War,
post-Gulf War strategy which he would promote white office. He did,
however, have three broad policy goals which henidéd to pursue. First, his
administration would work to modernise and restiteetthe US military and

security capabilities; second, elevate the roleeobnomics in international
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Issue 208, pp: 1-22.

9% Ambrose, S., and Brinkley, D., 1997, p: 398.

494 Dumbrell, J., 1997American Foreign Policy: Carter to ClintorBasingstoke: Macmillan
Press.

155



affairs; and third, promote democracy abroad. Thiesse imprecise aims would

shape US policy towards the MENA region for thetraiecade and more.

On the whole though, Clinton had little interest forging a new and grand
relationship with the rest of the world with foreigand trade policies to
complement it. In his first eight months in offilbe made only four foreign policy
speeches and in general followed the implementatbrhis predecessor’s
policies?®® By the end of his first year as President, Clintegan to realise the
importance of a central foreign policy doctrine lbdbr purposes of domestic
appeasement and international stabffffjThe administration’s public and much
touted military blunders in Haiti and Somalia, ajowith right-wing rumour-
mongering and severe criticism by foreign policylgsts preceded the necessity
for some form of foreign policy direction. For sualdirection Clinton turned to
his National Security Adviser, Anthony Lake, to stmct some form of concept
that would embrace his three main policy gdaisThe result was ‘Democratic
Enlargement’, a phrase which embodied the notioexpinding the international
community of free market democracies. Lake workmgh Jeremy Rosner, a
speechwriter for the National Security Council, eleped a blue print that had
four key components. First, “strengthen the comityuoi market democracies;”
second, “foster and consolidate new democraciesnaattet economies where
possible;” third, “counter the aggression and supgte liberalisation of states
hostile to democracy;” and finally “help democracand market economies take

root in regions of greatest humanitarian concét.”

At first interpretation the doctrine of Democrainlargement can appear to be
idealistic. Encouraging and facilitating the empawent of the masses and
supporting the accountability of those who goverroider to truly emancipate
the individual is indeed a noble cause. Howevemt@h categorically rejected

the idealistic notion that the United States wadydbound to promote
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constitutional democracy and free market economiosind the world® Rather
like his predecessors, he saw the protection afigmy US strategic and economic
interests as the core of US foreign policy. Thenests the United States had in
the MENA region were no exception. He simply needegdolicy that would
provide this protection, and the spread of demgcea economic freedom was
seen as the surest way to international peace @opkcatior™ At the heart of
the Clinton Administration was an overwhelming cemcwith domestic renewal.
The United States had by 1992 amassed a federgktargt deficit of over $290
billion, the highest in US history. Clinton had sd&e fiscal imbalances he had
inherited as a result of twelve years of Republiemonomics and an over-
emphasis on foreign policy as opposed to domestitagement’: Nevertheless,
by 1994 Clinton and his staff had begun to incoap®rforeign policy with

domestic renewal.

The realisation that the processes of globalisatemh led to the rapid integration
and interdependence of many of the world’s stateb ia particular the most
advanced and prosperous states, was reflectecinfdhe more important policy
documents of the Clinton presidency: thidational Security Strategy of
Engagement and Enlargemd(tihe so-called En-En documentf.The document

states that:

...the line between our domestic and foreign policies
disappearing — that we must revitalise our econdnwe are
able to sustain our military forces, foreign initi@s, and global
influence, and that we must engage actively abibae are to

open foreign markets and create jobs for our petiple

Between the release of the first En-En documentd984 and a third in 1996

domestic renewal and democratic enlargement hadnfedntertwined to form

*99Berman, W. C., 2001.
% Roper, J., 2000The American Presidents: Heroic Leadership from riégly to Clinton
Edinburgh: Edinburgh University Press.
%0 Ipig.
2 The full document is available online at the faling URL:
?Otstp://www.fas.org/spp/military/docops/national/Ma.htm
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the linchpin of US foreign and trade policy. Whigashington had for some
years taken the lead in trying to achieve peaddenMiddle East, in December
1993 Clinton was on the sidelines when represemsmtof the late Palestinian
leader Yasser Arafat met with the late Israeli RriMinister Yitzhak Rabin in
Oslo to resolve political differences. The resufttbe Oslo process was a
Declaration of Principles between Palestinians #&rdelis which included a
removal of Israeli soldiers from Arab towns in thecupied West Bank and self-
rule for the Palestinian Authority (PA) by mid-1998 The declaration was
signed in an elaborate ceremony held at the Whitesel on September 13 1993,
but Clinton was more of a spectator rather thamaetive participant. With a
peace process under way that had little to do Wigh foreign policy Clinton
adjusted his focus on the MENA region to econoniits.organised a series of
economic summits with Israeli and Arab leadersdhel Casablanca, Amman,
and Cairo. These summits while not providing anypssantial agreements
between the various parties did signal a major ldpwmeent in the normalisation
of relations between Israel and the Arab world.tlk@rmore, Clinton’s push for
democratic enlargement relied first on economierkitisation and the adoption
of free market economic policies that would heliggnate the MENA region into

the global economyf®

For the remainder of his time in office Presidefinon led his administration in
foreign and trade policies that would be determimedts pursuit of national
interests. However, this policy direction was inmpénted not by strategic
brinkmanship, open hostility or the stockpiling afcreasingly destructive
weapons systems but by encouraging the spread eofiltbral principles of
democracy, the rule of law and free marketeering short liberal international
institutions. This approach to foreign policy coostion and implementation
would be to a certain extent inherited by Clintostgcessor. As has constantly
been the case in US foreign and trade policy, timoj Bush administrations’
policy approach has differed to that of previoumadstrations. This is partly a

result of changing international relations and lgaat result of the individual

%4 Usher, G., 1995Palestine in Crisis: the Struggle for Peace ardlitital Independence After
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peculiarities of those who are involved in the dewi-making process.
Nevertheless, the legacy of democratic enlargerardtthe use of international
institutions has remained, albeit in an alterednfand implemented through

more overt means (such as the forced regime charigs).

The Bush Doctrine

The terrorist attacks on the continental Unitedte€3taon September 11 2001
marked the first time since the war of 1812 that thS mainland had been
attacked by a foreign power. The severity of thackls and the psychological
ramifications they brought with them cannot be uedémated. A President, who
much like his predecessor had little interest meifign policy when he took office,
was thrust into a major international crisis thatessitated a major US response
at the international levéf® When George W. Bush took office in 2000 he had
given only one foreign policy address in his elattcampaign. This trend was
followed for the first six months of his adminigican which overwhelmingly
focused on domestic issues such as education refiaith-based initiatives,
energy sources and production, and tax réfieAs a consequence Bush was
criticised for not only his lack of interest in &gn affairs but also his seemingly
dangerous lack of knowledge about the internatisealm. In comic humour,
The Economisin 2000 showed a picture of a US astronaut onrthen with the
caption: “Mr. Bush goes to Europg” In no region of the world was the Bush
Administration’s lack of will and ability to engadelt more than in the MENA

region.

During the 2000 presidential campaign Condoleezizz Rublished a foreign
policy manifesto which argued for a strict natiomaderest standard for US
foreign policy®®® Rice criticised Clinton’s failure to distinguistetween areas of
vital US interest and areas of trivial importan&he claimed that rather than

concentrating on powers that had the ability t@etfithe global order, such as

% See Woodward, B., 200Bush at WarlL.ondon: Pocket Books.
507 f
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Russia and China, or on pivotal alliances sucmadsdarth East Asia, the Clinton
Administration had dissipated US credibility anditary prowess on issues and
regions of a peripheral natut®.In this manifesto Rice only mentions the MENA
region once. Furthermore, she argued against theupwf societal engineering
on the vast scale envisioned in the doctrine of @&atic enlargement. Rice’s
suggestions were evident in the foreign policy lé first nine months of the
Bush Administration. The main foreign policies pued focused on the US
withdrawal from the 1972 Anti-Ballistic Missile Tagy, the deployment of
ballistic missile defences and challenging emerg@iginese pretensions to

regional hegemon3/*

With regards to the most pressing issue in thetipslof the MENA region, the
Israeli-Palestinian conflict, it was clear that Busad regarded the conflict as
beyond effective US influence, in part becauséhefAl-Agsa Intifada. The level
of violence, distrust and political disagreementd hseemingly unravelled
previous advancements in the peace process andimytsh had no desire to
engage to the extent that Clinton had in 1999 -nwitiee President made a
spectacular last push for peace culminating inGaep David summit between

Israeli Prime Minister Ehud Barak and Yasser Arafat

The events of September 11 2001 provided the ‘hawkghe administration,
especially those that saw re-shaping the Arab witvdbest chance for securing
US interests, with the opportunity to push theiersdp>*® Since 1945 the United
States has had to interpret and react to threads omertures of friendship
emanating from the MENA region. Often these have aqome from the Arab
world as much as they have come from outside posul as the Soviet Union.
However, in the post-Cold War era the only thrgagsceived by the United
States in the MENA region have come from the Aramlév*’* As a result of US

*1 Rice, C., Promoting the National Interest,Foreign Affairs,January - February 2000, Vol.
79, No. 1, pp: 48-62.
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interpretation of Arab threats over the past decadeso Washington has
formulated policy initiatives that revolve arounither accommodation of Arab
interests or imposition of US interests — the fatewhich has been the more
common of the two and an example of which is thedd regime change in

Iraq>*™

US Trade Policy in the Twenty-First Century

According to John Rothgeb Jr., US trade with otftates is a very significant
element of both the global economy and the UnitddteS’ international
relations>*® Furthermore, US trade policy has for the best phthe last century
been a major constitutive element of overall USeifgm policy>*” Within the
making of US foreign economic and trade policy ¢hare two broad camps that
can be identified. The first camp advocates fraddrand the expansion of liberal
international institutions to govern and proteegftrade® The second advocates
protectionism and public-private partnership in esrdo achieve economic
prosperity and maintain the United States’ positionthe world economy*®
According to Carl Kress, the Regional Director tbe MENA at the US Trade
and Development Agency, within both of these campst two other schools of
thought which cut across the divisions between frele advocates and
protectionists. These are those that view tradécyas a key component in
broader US foreign policies and in essence synoogmath political policy, and
those that place little emphasis on the importarideade policy with respects to
achieving policy goald?® Fred Bergsten argues that the former school afghb
is prevalent in contemporary decision making csd¢leWashingtori*
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The utility of trade policy in achieving foreign lpry goals is described as
consisting of two elements. The first is punitivedas perhaps the more well
established of the two. Here, economic sanctiord taade embargoes have
historically been employed in order to punish adiavhich are undesirable to the
United States or are illegal under internationaV.l&urthermore, this type of
policy is employed to discourage further undesiaetions on the part of the
target state and coerce alternative acttéh$he second and more recent element
dates back to the twentieth century in terms oftta8e policy. Here the use of
trade policy is more positive and seeks to eitlesvard a course of action on
behalf of another state, encourage and increasedayendence between the
United States and the target state, or both. Ircéise of the latter the assumption
that international institutions lead to trade lddesation, which in turn leads to

economic integration and inter-state cooperatidieis

Contemporary US trade policy is dominated by thevoadtes of trade

liberalisation and international institutiorfs. Furthermore, a paradigmatic shift
has been witnessed in the past fifteen years whashgreatly transformed the
directions of US trade policy. Through the early9@9 US trade policy was
centred on multilateralism and engagement withd@s governing regimes. The
Uruguay Round of trade negotiations under the GAY3tem, while long and

tumultuous, signified a watershed in multilateredde policy. The eventual
conclusion of the round resulted in the creatiothef WTO after the signing of
the final agreement in Marrakech, Morocco in 1994obhe-hundred and eleven
states. The WTO was designed to strengthen the GA&em of governance, to
serve as a forum for the completion of future FTak&l strengthen the overall

multilateral system of international institutionsvgrning tradé>*

The role of the United States in completing theduiay Round and the creation
of the WTO was instrumental. However, the encouraggg of European states

was perhaps more significant. The drift towardsatbiial negotiations and
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initiatives that had begun to characterise US traolécy resulted in European
states relaxing certain objections to greater hatdtial trade liberalisation. These
included various agricultural, textiles and clothirand manufactured goods
objections’®® The enticement was enough to ensure US engagemergupport

for the completion of the negotiating round. Whilenuary 1 1995 signified a
strengthening of the multilateral trading regimelid not signify that the United
States was enduringly committed to multilateralismits pursuit of foreign

economic policy goals.

By the late 1990s a clear break with the reliancenaltilateralism had emerged
as the United States increasingly focused on thation of bilateral international
institutions. This move gathered pace following 894 implementation of the
North America Free Trade Area (NAFTA) agreementolihwhile multilateral in
the sense that it included three states, shareé oilw@racteristics with bilateral
agreements. Furthermore, NAFTA in essence was eouttt the broader
multilateral processes of trade liberalisation tiglo the GATT and then the
WTO.>* The move to bilateralism was solidified after 2aGi€h the completion
of the JUSFTA and its subsequent ratification drerapid increase in bilateral
FTAs signed by the United States since. AccordiogJeéff Schott, the US
government has been very eager to encourage tibdealisation and the
expansion of various institutions such as respactHRs but has been unhappy
with the slow pace of multilateral negotiatioli§In short, the success and utility
of trade liberalisation and international instituns governing trade for US policy
interests depends on their implementation. If im@atation is slow to

materialise then so too will the achievement ofgd8cy goals.

As discussed in chapter three, the JUSFTA was tdyfourth bilateral FTA
signed by the United States. Since 2000, howetlierUnited States has signed
and implemented a further six bilateral FTAs andusently in negotiations with
thirteen states for future FTAs: three of which grending Congressional

approval, two are pending implementation and tlaee still being negotiated.
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With regards to the bilateral FTAs already agreed aatified these are as
follows: Singapore (2003), Chile (2004), The Doroam Republic (2004),
Bahrain (2004), Australia (2005), and Morocco (2008 the time of writing
agreements with Colombia, Panama, and The Repuoblkorea are awaiting
congressional approval, and agreements with Peds @Qman are awaiting
implementation. The United States is currently niegjag FTAs with Malaysia,
Thailand and The United Arab Emiraf&8.

In addition to bilateral FTAs the United States h#éso pursued regional FTAs
with a small number of states. While these agreésnamne multilateral by
definition there is a clear connection with theatgral policies pursued. The
United States is currently negotiating a regiondAFvith Botswana, Lesotho,
Namibia, South Africa and Swaziland — the five memsbof the Southern
African Customs Union (SACU). The negotiations wiatenched in 2003 but the
process has been somewhat slow and has ofterdstallssues such as IPRS.
After only twelve months of negotiating the UnitBthtes agreed to an FTA with
Costa Rica, El Salvador, Guatemala, Honduras armrdgua in 2003. The
agreement, labelled the US-Central America Freedd@r#rea agreement
(CAFTA), was coupled with the US-Dominican RepulditA to become the
US-DR-CAFTA. The United States is also negotiatamgegional FTA with
Colombia, Ecuador and Peru (the US-Andean Commukiteementy>° The
one thing all of these agreements have in commdhatthe United States is
negotiating on one side and the other states ed#tlheady constitute a regional
grouping of some kind (such as the SACU) or areohating with the United
States as a group. The result is that they reflfectsame processes as bilateral

FTA negotiations.

The increase in bilateral FTAs in the MENA regioaorh two in 2001 to a likely
six by the end of 2008 and a further three or fwith preliminary talk of

% YSTR, 2008Bilateral FTAs,Washington: Office of the United States Trade Regntative.
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negotiations with Kuwait, Qatar, Saudi Arabia angy@)*>! by 2012 is highly
significant. This represents not merely isolatedunences of bilateral FTAs but
instead a development of US policy to the regioa asole in pursuit of its core

interests.

US Trade Policy to the MENA Region

In comparison to other regions such as Europe,iSAuaterica and South East
Asia, US trade policy to the MENA region has be@ssl than complex.
Historically, the United States has pursued actedhe region’s markets and
natural resources? However, the latter of these two policy goals re=ived far
more attention and rightly so. Discounting tradenistural resources, which
means US imports of oil and gas from MENA produckrgels of trade between
the United States and the MENA region have traditily been very low* In
the latter half of the twentieth century, as diseasabove, emphasis was placed
upon creating and maintaining cooperation on thealbeof MENA states. Little
emphasis was placed on broader economic integraonthe other hand, the
proliferation of US-MENA bilateral FTAs, which noaccount for almost one
third of US bilateral FTAs either implemented orirge negotiated, is very
significant — which reflects the growing frustratiof the US government with
slow multilateral processes, the Doha Round andNi®© dispute mechanisms.
This is a key indicator of a shift in policy foctesthe region. One would assume
that if trade liberalisation leads to greater trastel economic growth then the
United States would be more vigorously pursuing BTwWith major trading
partners. Or at least one would assume that thieetUSitates would pursue FTAs
with states and regions which constitute importaading partners. The MENA

region does not fall into this category.

The comparison between the levels of trade betweerlnited States and the
MENA region (when discounting oil and gas) with B&de with other regions is

clear: trade between the United States and the MEdpon is far below trade
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with other regions. Regardless of the traditioal levels of US-MENA trade,
and US-Jordan trade in particular as discusseldemptevious chapter, the United
States has developed an initiative to create bdht€TAs with regional states
(starting with Israel in 1984 then Jordan) whicHl wead to an eventual US-
MENA FTA (the MEFTA initiative)>** The policy direction is clear and needs
little further analysis: contemporary United Statesde policy to the MENA
region (obviously including Jordan) is to liberaligade through bilateral FTAs
followed by a region-wide FTA. It must be notedénéinat a number of states in
the region are excluded from these policies (Syréay and Sudan). However, the
demands and constraints which have led to theseigghnd the policy goals are
less clear. As discussed above there are threepotioy interests in the MENA
region for the United States, yet most analysesd(ssussed in chapter one)
examine how these are pursued through conflicaod power. A discussion here
is necessary on interpreting how US trade policy i@ aimed at achieving its

main interests in the region.

Former Secretary of Defence Donald Rumsfeld defthedBush administrations’
approaches to the MENA region as being aimed atbatimg instability,

terrorism and non-cooperation by states in theoref Military action such as
that taken in Afghanistan in 2001 and the ongoinogupation there along with
the invasion, occupation and counter-insurgencyra are but one type of
component in this approach. A second more subttepkethaps more intense
component of the United States’ approach to achgeiNs goals in the region is to
address the structural and systemic factors whiciden greater inter-state
cooperation. Most answers to such an endeavourss foaupolitical or cultural

explanations. The unresolved Arab-Israeli conflcbften cited as the root of all

the region’s problem¥?® Culturalists such as Bernard Lewis argue thatucailt
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and historical resentments of colonialism and relig grievances are the root

cause>’

If either of these is the root of the MENA regiomsillusionment then there is
little that can be done. The Arab-Israeli disputeone of the world’s longest
running conflicts and has proven very difficultiesolve. Colonialism is a past
phenomenon that cannot be changed. However, wédeatify a third possible

cause that is centred on economics. South Amegiast, Asia and South Asia alll
have deep rooted ethnic and religious conflicts emidnial legacies, however,
they are arguably less prone to instability asMiieNA region when US interests
are concernedf® The most evident difference between these regmmisat the

economy of the MENA region remains relatively deddand isolated at the
regional and global levels. Perhaps the very laickrae between the United
States and the region is a cause of instabilityranders US-MENA cooperation.
The United States seems to have adopted this ietatipn and developed a
policy framework which is aimed at increasing eaoro integration through

trade>3®

Furthermore, policy makers in the Bush Administnathave highlighted the fact
that the lack of political modernity in the MENAgien has become increasingly
evident since the ‘second wave’ of democracy in1860s and 19704° In the
MENA region, democracy, full respect for human tgghfreedom of speech and
transparent and accountable governance are alivedarare. According to
Freedom House’s Annual Global Survey of Politicagtis and Civil Liberties,
the region suffers from “a democracy gap*Although three-quarters of non-
Muslim countries around the world are democracrestzave been rated as ‘free’
by Freedom House, no Arab state has been ratedeas™? Also highlighted is
the fact that economic growth in the Arab world bagn disappointing and has
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Books Ltd.

°% Gresser, E., January 2002, p: 3.

°% Lindsey, B., The Trade Front: Combating Terrorigvith Open Markets, iffrade Policy
Analysis,August 5 2003, No. 24.

%40 Griswold, D., T., Trading Tyranny for Freedom Ho®pen Markets Till the Soil for
Democracy, infrade Policy AnalysisNo. 26 January 6 2004.

41| indsey, B., August 5 2003, p: 5.

42 |bid.
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struggled to keep pace with demographic groWitSince the 1980s the MENA
region (excluding the GCC states) has been onehef slowest growing
regions>* According to Dr Zogby, the founder and director Bie Arab
American Institute in Washington, D¢ the US government seems to have
pursued liberalising trade through internationatiimtions in order to encourage

economic integration and inter-state cooperatich e region.

In a speech given at the twentieth anniversaryhefNlational Endowment for
Democracy at the US Chamber of Commerce on Nover@dl2003, President
Bush outlined his administration’s underlying apgmio to the MENA region. In
this speech Bush described the emergence of aoagpthat would foster and
support economic growth and integration as weldasiocracy and economic
freedom in order to assist the region in realisitgy economic and social

potential®*® The President somewhat boldly highlighted that:

Sixty years of Western nations excusing and accosatitg the
lack of freedom in the Middle East did nothing taka us safe -
because in the long run, stability cannot be pwetiaat the
expense of liberty. As long as the Middle East res\a place
where freedom does not flourish, it will remain &ge of

stagnation, resentment, and violence ready for xpmd with

the spread of weapons that can bring catastropdmia o our
country and to our friends, it would be recklessateept the
status qua?’

The Bush Administration has pushed forward an agehdt adopts strategic
considerations as its core. It has also adoptedtbetrine of Democratic

Enlargement through international institutions awbnomic integration as a

3 Gresser, E., January 2002, p: 3.
> Yeats, A., and Ng, F., Beyond the Year 2000: Iogilons of the Middle East’'s Recent Trade
Performance, in Hoekman, B., and Zrrouk, J. (e@800.
%45 Zogby, J., Director of the Arab American Instituteterview held in Washington, DC on
March 19 2008.
*4® Bush, G. W.Freedom in Iraq and the Middle Easemarks at the 20th Anniversary of the
5I\ngltional Endowment for Democracy at the U.S. Chamb€ommerce, November 6 2003.

Ibid.
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means of securing inter-state cooperation and Wssnterests. The JUSFTA
was, as has been discussed above, the first bil&&A with an Arab state and
only the second in the MENA region after the 1988-Idrael FTA. The US-
Jordan agreement was perhaps the logical firstiat@poliferating bilateral US-
MENA FTAs for a number of reasons. First, Jordantté8e had already been to
a certain extent liberalised following the estdiient of the qualifying
industrial zones (QIZs) initiative (see chaptere#)r Second, Jordan-US trade
levels prior to 2001 were among the smallest batmeeMENA state and the
United States thus the impact of the FTA would betsignificant on the US
economy allowing it to pass through Congress easlhyrd, the relatively stable
and high levels of cooperation between the UnitedeS and Jordan at the state
level made the JUSFTA a good test (and even modetnulate) for further US-
MENA FTAs. In short the JUSTA can be seen as tts fitep on the path to a
broader US-MENA FTA and a test for the impactsraflé liberalisation between
the United States and a MENA state (excluding Israe

Conclusions

This chapter has discussed US interests in the MEMfon as a whole and has
outlined contemporary US trade policy to the regitirhas also discussed the
context for the more detailed discussion in thei#)eout has also explored some
of the main forces and factors at work in US poliegking towards the MENA
region. The United States has traditionally helegt¢hcore policy interests in the
MENA region which have shaped and held primacy @esther interests. These
core interests developed over the last centurp an stages with the first interest
emerging in the late nineteenth century. This agewas the securing of access
to the region’s markets both as sources of impemnst oil or gas at that stage —
and markets to export to. The second core intemstrged in the 1930s and was
securing access to the region’s oil and gas ressuttmust be highlighted again
that the United States has sought access to thentegesources for itself but
also for the global economy as a whole. The thwdednterest has been the
establishment and maintenance of stable relatiotisgevernments of the region
in order to ensure inter-state cooperation on tag pf MENA states. This
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interest developed and intensified through the %938 European powers

withdrew from the region and Soviet power grew.

Jordan, while a small state with no natural resesiaf significance, has become
a key state in the region for the United Stategsimpursuit of its interests there.
The traditionally cooperative relationship betwdée two states, the strategic
location of Jordan (neighbouring Palestine, Isr&gftja, Irag and Saudi Arabia)
have been magnified by worsening relations betwkerUnited States and some
of Jordan’s neighbours. Increasing instabilityirtets in some of these states and
stability within Jordan have further enhanced thegéom’s importance to the
United States.

The United States’ pursuit of its policy goals ovee past half a century or so
have been characterised by two key trends. Theisirhe employment of hard
power in the form of military power and coercioni§ trend dominated the
1950s and 1960s as the United States endeavoursshtain the Soviet Union’s
influence in the region and support its allies @gional wars. The use of hard
power remains a key policy direction as the 199911&ulf Crisis and War as
well as the 2003 Third Gulf War have shown. Howewesecond policy trend
can also be identified: this is the employmentadt power through international
institutions and economic tools. This second polidyection gained in

importance in the 1970s in the early Carter Adntiiateon as well as again in the
1990s under the Clinton administrations and thetrolec of Democratic

Enlargement. Both policy trends, however, are aimedchieving the three core

interests.

Contemporary US trade policy as a whole and toME®&A region in particular
is characterised by a shift from multilateralismbitateralism. In the case of US
trade policy as a whole, the mid-1990s saw a mavayafrom focusing on
multilateral trade liberalisation through 10s swhthe WTO and the creation of
global trade regimes such as the Trade-Related cdspef IPRs (TRIPS)
agreement. Rather US trade policy began to becoare hilateral in nature and
reliant on the engagement with international ingtins on a smaller scale. The

belief in the utility of international institutiong@nd trade liberalisation in
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achieving US policy interests is key here. The slpace of multilateral
liberalisation was addressed by pursuing bilataral small-scale regional FTAs
and expanding the scope of trade regimes on alpasase basis. Trade policy
towards the MENA region has not been an exceptidhis policy direction.

Following the implementation of the JUSFTA, whichmeviously discussed was
only the fourth bilateral FTA the United States Iséghed, the United States has
embarked upon a relatively rapid process of crgatitateral FTAs. A number of
FTAs have been implemented and a large numberhefr®tare in the process of
being negotiated or ratified. Significantly apprmogtely one third of these
bilateral FTAs are with states in the MENA regiddhen considering that US-
MENA trade has historically been among the lowddi$ trade with any region
this is a somewhat perplexing policy focus. Sigaifitly the bilateral FTAs
which have been pursued have not included the ma@joand gas suppliers
besides the UAE. The overall aim of US-MENA tradsiqy is the creation of a
region-wide USMEFTA and this is being pursued bynpteting bilateral FTAs

and encouraging the process of intra-region tréedlisation.

The JUSTA was, therefore, the initial step (notludang the 1984 Israel-US

FTA) and can be seen as a model and test-casédocdampletion of further

FTAs with the region. It is possible to argue thae to the close relationship
between the United States and Jordan, the partildiyalised trade between them
(that existed as a result of previous engagementt@mational institutions) as
well as the Jordanian commitment to trade libeasib® in general that a Jordan-
US FTA was the logical initial step. Thus US insgtsein the region, the pursuit of
these interests and broader trends in US tradeypbhve combined to lead to

trade facilitation with Jordan through internatibmetitutions.
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Chapter Five

Bilateral Trade in Textiles and Clothing

172



Introduction

Thus far the thesis has considered contemporanyessselating to the
advancement of the discipline of IPE and the stoflyUS-Jordan trade
relations in particular. An analysis has also beesented of state facilitation
of trade between the United States and Jordan lamdadvancement of a
liberal economic agenda through the agency of steters. What follows in
this third section of the thesis is an analysishef agency of non-state actors
and how state agency interacts with that of notestactors to form
contemporary trade relations between the UnitedeStand Jordan. The
importance of Jordanian-US trade is highlightethis and the following two
chapters by showing the uniquenesshofv trade has developed on the
ground.The wider implications of Jordanian-US trade relasi as a model of

economic cooperation and growth are also considered

The purpose of this chapter is to expand on theudson of state level
facilitation of trade by examining bilateral traskeT&C goods. In so doing it
will also be possible to begin to determine how -state actors in the two
markets are interacting in the post-FTA regulat@gvironment. The
Jordanian economy is a developing economy and dmnehvhas had limited
success in industrialising over the past six desads such it is no surprise
that the production and export of low value-addefiien labour intensive
goods forms a large part of the kingdom’s expadrte production and export
of T&C goods has become one of the leading seatodsrdanian exports to
the US market since 2001 as well as to the MENA global markets.
Exports of low value-added goods from the US matkethe Jordanian
market are not a major characteristic of contemyorailateral trade.
Therefore, while this chapter is on bilateral trame T&C goods, the
discussion is focused largely on Jordanian expafrff§&C goods to the US

market in order to exemplify the development otddmian-US trade.

In this chapter the plurality of actors in the telaship between Jordan and
the United States and trade between them is athegiple. The link between
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these actors and their interests at the domestiel les linked to the
international level through a discussion of thedder global market in T&C
goods and through international institutions whgdvern this sector. A key
premise of this chapter is that bilateral tradelf&C goods between Jordan
and the United States is largely a zero-sum gantbanJordanian gains are
significant while the United States gains veryiditif anything at all from

trade in these goods.

In order to develop the analysis in the precedimgpters and engage with the
core research questions established in the inttaoiu@nd developed in
chapter two, it will be necessary to examine thenntharacteristics of the
Jordanian T&C sector. Any consideration of Jordar@aports in T&C goods
to the US market must begin with a (largely) engairidescription of the
emergence of this sector as a significant andivelsgitnew component in the
Jordanian economy. A description of bilateral T&@de flows between
Jordan and the EU precedes a discussion of Jor@atrdde. The following
sections of the chapter then discuss the mechanimth have made this
growth possible and the limitations to it. Sectfonr therefore considers the
Jordanian QIZs and industrial estates introducedhapter three in more
detail. Section five considers public-private cooadion in the sector and
analyses the agency of non-state actors in thead@md T&C sector. This
section highlights how activity in the T&C sectorJordan is to some extent
directed and supported by the government. The sisalere develops the
concept of a public-private developmental partnershhis is followed by a
section examining patterns of domestic investmert &DI in the T&C

sector.

Section seven considers the multilateral labowdanvolved in the Jordanian
T&C industry and how, through mechanisms in the BUSregarding labour
rights, labour issues have acted as a limitatidril&teral trade in T&C goods.
Any understanding of the development of this segtodordanian-US trade
cannot be fully understood without including an lgsia of the market for
which these goods are destined. The eighth sectlors addresses

developments and preferences in the US market&& goods since the mid-
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1990s and in the post-Multi-Fibre Agreement (MFAR.eA concluding
section follows summarising the main points anduargnts of this chapter

and further develops the answers to the core relsemestions.

The Growth of the T&C Sector in the Jordanian

Economy

The T&C industry in Jordan is relatively young.d?rio 1997 the sector was
largely inactive and what activity existed was gelatowards the domestic
market as opposed to export markéfsThe principle reason for the
emergence of the sector in the Jordanian economsyavekecision made by the
Jordanian and US governments to further develatdrdl trade relations. The
desire to deepen trade between the two econommas aa result of the 1994
Treaty of Peace between Jordan and Israel and tbekQlZs as the
cornerstoné?® The initiative to develop QIZs - as briefly higflited in
chapter three - in Jordan had three main aimslyfirthe QIZs would require
joint commercial activity between Jordan and Israethus helping to
‘normalise’ relations between the two neighboursl gamomote economic
cooperation between them; secondly, to provideaysi for job creation and
FDI within Jordan; and finally, to provide certasectors of the Jordanian
economy with unfettered access to the US market effect as a peace
dividend>° The QIZs and the joint US-Jordanian agencies whédulate
trade in goods produced in them along with the leggty legislation agreed

upon by both states represent a key set of institsit

The QIZs give Jordanian goods manufactured withémt duty and quota free
access to the US market. Out of this opportunity émerged the Jordanian
T&C industry which as stated above and as showmvbelas largely

irrelevant in 1997, accounting for a mere 1 percgrGDP (US$71 million).

*#8 Kardoosh, M., 2006The Institutional Dimension of the Success of Joiaa QIZs
Amman: Jordan Centre for Public Policy Research@iatbgue.

%49 Kanovsky, E., The Middle East Economies: The ImpecDomestic and International
Politics, inThe Middle East Review of International Affaidslly 7 1997, Volume 1, No. 2.
%0 Schott, J.J., 2005Assessing US FTA Policyashington: Institute for International
Economics.
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Following the initial establishment of QIZs in Jardthe government through
the Ministry of Industry and Trade completed a nemdsf studies on how best
to benefit from the project’ Jordanian manufactures in the mid-1990s were
largely uncompetitive internationally and domesdhjcaand were grossly
inadequate to make full use of the QIZ project. @ibgelopment of the T&C
industry relied heavily on the comparative advaesagnherent in the
Jordanian economy. These were: access to cheapskiied and skilled
labour, relatively well developed infrastructurecluding above-regional-
standard road and transport networks, and a sup@omovernment.
According to Yousef Al-Shamali, Deputy Director tie Department of
Foreign Trade Policy at The Ministry of Industrydafrade, “[efablishing the
T&C industry in the QIZs was the only really vialoltion. There would not
have been any other industrial sector which wowdehbeen able to establish
itself and compete successfully in the US marketven with (the) free
access > The decision to use the QIZs to develop the T&@oexindustry
within Jordan has thus far proved to be highly sgstul (see table 5.2

below).

In comparison to the early levels of growth and liheted relevance to the
Jordanian economy as a whole, by 2006 the sect® w@antributing
significantly to export revenues, job creation, @eemployment and overall
GDP. In 2006 the T&C sector accounted for 9.4 perad overall GDP in
Jordan and 20 percent of overall industrial valddea>>* To provide some
measure of how important these figures are it isfulsto compare the
Jordanian T&C industry with similar industries ither states. Here it is most
useful to examine Jordan’s main competitors in T8&C export industry.
These are the three major Arab T&C exporting ecadasriiunisia, Morocco
and Egypt (along with Jordan referred to here asMIENA 4). In Tunisia,
Morocco and Egypt the percentage contribution toPGE) their respective

T&C sectors in 2006 were 5.6 percent, 5.1 percentd & percent

51 Al-Shamali, Y., 2004, Deputy Director of The Dejmaent of Foreign Trade Policy,
Ministry of Industry and Trade, interview held inminan, Jordan on December 26 2006.
552 i

Ibid.
%3 pjgato, M. et al, 2008Vlorocco, Tunisia, Egypt and Jordan After the Endhef Multi-
Fibre Agreement: Impact, Challenges and Prospattashington: World Bank, p: 1.
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respectively®* The T&C industries in these states are well efstabtl and
were among the first sectors to develop as thedemoeconomies emerged
after independence from their former European patft’ In Egypt, the T&C
industry dates back many centuries, yet in comgparte the Jordanian T&C
industry it is playing a far smaller role in the deon Egyptian economy. At
the same time, contributions to industrial valudext of the T&C industries
in two of these three states are much higher thaloidan; 42 percent and 30
percent for Tunisia and Egypt respectively buthgliglower for Morocco at
17 percent (see table 5.1). This suggests thatewthiétre has been rapid
growth of the T&C industry in Jordan the relativeue-added in comparison
to other industrial sectors such as the pharmazdgector, is low. While in

Egypt and Tunisia the opposite is true.

Table 5.1 Contributions of T&C Sectors in the MENA4 Economies®®

Morocco Tunisia Egypt Jordan
Contribution to overall 5.1 5.6 3 9.4
GDP (%)
Contribution to 17 42 30 20
industrial value added
(%)
Employment (number) 203,800 220,000 1,000,000 80,000
Share of clothing in 45 NA 30 20
T&C employment (%)
Share of women in 65 80 25 70
clothing employment
(%)

As is shown in table 5.1, the contribution to enyphent of the T&C sector is
also extremely important in the MENA 4 economiesiptoying low-skilled

and semi-skilled workers, the T&C sector accouatsa much as one third of
the industrial labour force in Egypt (approximatege million employees)
and over two-hundred thousand in both Morocco andisia. In Jordan this
figure is much lower (expected in the comparisonEgypt due to the

immense difference in the sizes of the industréddour forces in the two

554 11h;

Ibid.
*>Wilson, R., 1995Economic Development in The Middle E&xon: Routledge, p: 42.
¢ pigato, M. et al, 2006.
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states) at approximately eighty thousand employ&dsowever, the industry

is relatively young and has only been growing wibimsistency since 2001.

While the importance of the T&C sector in Jordars lgapown in terms of

contribution to overall GDP and employment it istie sector’s utility as a
source of foreign exchange that its real signifagams found. In the period
between 1997 and 2006 exports of T&C manufactures ¢rom 1 percent to

32 percent of total exports in value terfifsAgain it is worth comparing this
figure to the other MENA 4 economies as they preva bench mark for
sector utility in foreign exchange as their T&C uistries are well established
and have well established links to internationarkets. In 2006 Tunisian

T&C exports accounted for a massive 58 percentotdl thon-oil exports,

while in Egypt and Morocco the figures were slightdwer at 52 percent and
42 percent respectively)’ No other MENA T&C industry or in fact any other
MENA industrial sector has experienced such a dt@ngaowth in the same

period as the Jordanian T&C sector.

Importantly, the composition of Jordanian T&C expgois relatively more
diverse than the other major Arab T&C export&fdn Tunisia for example,
suits ensembles (for men, women, boys and girfgesent 47 percent of total
T&C export revenues. At the same time, the T&C et Jordan with the
highest share of export revenues are jerseys, yasoand cardigans which
make up only 28 percent of total T&C export earsing/omen’s and girl’s
suits ensembles make up the next largest shareD ggefcent of export
earnings’®* While Morocco exemplifies a similar pattern to Tia (with
women'’s and girl’s suits ensembles alone comprigdhgpercent of overall
T&C export revenue), Egypt has a relatively divigesi T&C industry with no
single group of products surpassing 17 percenttaf export earnings (men’s

and boy’s suits ensemble&}.Figure 5.2 below offers a summary of the other

7 |bid, p: 15.

%% Al-Shamali, Y., Amman, December 26 2006.

%9 pigato, M. et al, 2006, p: 1.

*0 World Bank, 2006,Jordan Quarterly Update: Third Quarter 200@vVashington: World
Bank, p: 10.

**1 United Nations Comtrade Data, 2006.

%2 |pid.
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major product groups which are significant exparisthe Jordanian T&C

industry.

Figure 5.1: Contribution of T&C to Total Non-Oil Ex ports 2006 (%)°*
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The Performance of Jordanian T&C Exports in the EU
Market

As is the case for many developing economies argt mdustrial sectors, the
global export market for Jordanian T&C productdaigely confined to the
EU and US markets. However, the reliance on theeentarkets is not evenly
balanced. Jordanian T&C exports since 1997 havevkayl little success in
the EU market and this difficulty has only been mtgd by the end of the
MFA in 2005 (discussed below). In 2006 JordanianCTé&xports to the EU
market totalled only US$15.3 million. This was atual drop from the 1997
figure of US$23 million and represented only 0.@2cent of the EU market
share — compared to 0.05 percent in 198t 2006 Tunisia and Morocco, on
the other hand, exported US$3.7 billion and US$3ldon worth of T&C
goods to the EU accounting for 5.1 percent andpé&ent of the market
share respectiveRf® The largest 2006 market share went to China which
exported a staggering US$25.4 billion worth of T&®ods to the EU,
representing 26.9 percent of the market sA¥réhis level was an increase on
the 1997 figure of US$13.5 billion (23.3 percenttdrket share).

Even on the back of the JEUAA signed with the EL1997, Jordanian T&C
exports have proven to be uncompetitive with babional T&C exporters
such as Morocco, Tunisia and Egypt — which all hakes with the EU and
longer trading relationships in T&C goods — as wal global competitors
such as China and other South East Asian produddrs. comparative
advantages Jordan enjoys, such as having acceshetaper labour than
regional competitors and closer geographical prayito the EU market than

South East Asian competitdf&have gone largely unexploited.

%5 Eurostat Data, 2006.

%% |bid.

%7 1bid.

% Abu-Rahmeh, H. F., CEO of The Jordan Exportersogission, interview held in
Amman, Jordan on December 27 2006.
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The main contributing factor which has hinderedddoran access to the EU
market is the relative insignificance the JEUAA Hesd on all Jordanian
exports to the EU market. In theory the JEUAA sHolbéve led to greater
bilateral trade levels between Jordan and the®®his unfortunately has
largely not happened. Rather, imports from the EBveh increased
significantly but exports to the world’s largest nket have struggled and in
some sectors, such as the T&C sector, have dedieBse primary causes of
this dynamic have been the increase in import deisianJordan due to rising
levels of consumer prosperity and industrial groatid the signing of AAs

and broader liberalisation of EU trade with othaies.

The Performance of Jordanian T&C Exports in the US
Market

The US market for T&C goods, especially manufactuckthing has been
steadily growing over the past fifteen years rasgltin expanding

opportunities for T&C exporters. Although Jordaraismall producer of T&C
goods, according to Halim Abu-Rahmeh, the CEO oé Thrdan Exporters
Association, it has not missed this opportunffyHowever, unlike the EU
market with its diversified sources of T&C goodbge tUnited States has
traditionally imported the vast majority of its T&§bods from Mexico, China
and the Central American Free Trade Area (CAFTAner states. In total
these three main sources accounted for 48 perdetatad market share in
2006°™ MENA exporters have faired much worse. Tunisia,ré¢co and

Egypt, for example, while being relatively importasources for the EU
market, only accounted for 0.83 percent of US ingpaf T&C goods in

2006°"2 Jordan on the other hand ranks as one of the imprertant sources
of US T&C imports accounting for a market shareueabf 1.5 percent in
2006°" While at first impression this is a small figuiie, the context of

*9 The European Commission, 200&rdan: National Indicative Programme 2005-2006
Brussels: The European Commission.
>0 Abu-Rahmeh, H. F., Amman, December 27 2006.
"1 The United States Census Bureau, Foreign Tradist®ts Division, 2007.
572 |thi
Ibid.
>3 |bid.
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global US T&C market import shares the young anthtikely small
Jordanian T&C export industry has achieved a nadftilarge share of the US
market in a very short period of time (1997-2006).

Table 5.2 Market Share Among Major Suppliers to theUnited States
T&C Market - 1997 and 2006

1997 2006
Export Export
Exporting State (US$ Market (US$ Market
or Region millions) Share % millions) Share %

Greater China 14,613 21.5 24,856 23
CAFTA-DR 7,247 16.4 9,984 14.7
Mexico 6,541 14.8 8,701 10
South Asia-4 6,813 10.5 11,124 10.5
Jordan 4.2 0.01 1,250 1.48
Egypt 410 0.72 601 0.65
Morocco 56 0.12 80 0.11
Tunisia 15 0.03 50 0.07

The experience of the Jordanian T&C export secagrlargely been based on
the combination of comparative advantages withindibrdanian economy and
government facilitation of trade. Unlike the expeice of exports to the EU
market, advantages bestowed upon the Jordaniaomgamave allowed T&C
exports to penetrate the US market in a sustainaialener. Among these
advantages are: having access to large pools dilleds semi-skilled and
skilled labour, as well as economic and politicalpgort from the
government’® Jordan does not possess the advantage of closgagéic
proximity to the US market as it does with the E@rket and is therefore
disadvantaged in this way. It would not, therefdre,surprising if Jordanian
T&C exports enjoyed greater success in the EU nidinlea in the US market.
However, as has been mentioned above there am@rceisadvantages the
T&C sector has encountered in competing in the EWdrket. These
disadvantages also exist in the relationship vithWS market, however, the

mechanisms by which they are overcome vary greatly.

"4 pigato, M. et al, 2006Note: South Asia 4 are: Bangladesh, India, Pakistan, Srid
Lanka, CAFTA-DR: Costa Rica Salvador, Guatemalandiwas, and Nicaragua, plus the
Dominican Republic and Caribbean Basin Initiati@B() countries, Greater China: China,
Hong Kong, and Macao.

°"> Abu-Rahmeh, H. F., Amman, 27 December 2006.
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Figure 5.3 Jordanian T&C Exports to the US and EU Markets 1997—
2006
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The United States has completed a large numbartefiational agreements
aimed at providing access to its market for inteomal exporters. The US
market is indeed more open than that of the EU wh&gC imports are
concerned’’ There also exist other similarities between the markets: the
US market has integrated with those of Mexico arahd&da through the
mechanisms included in the North American Free drédea (NAFTA)
agreement; the US market has witnessed rapidlyasong imports of T&C
goods from China and South East A¥iaand trade has been promoted with
the United States’ closest neighbours and T&C ssuic South Americd?
This latter point is shadowed by the increasedgnatigon of the EU with its
neighbours in the southern Mediterranean. In tise cd T&C exports to the
EU, the Jordanian experience has been one of deafid stagnation. Faced
with similar market access circumstances in the m8ket since 1997 the
Jordanian T&C export sector has been one of dyrmaraisd growtr®® This

is due to one simple difference in the mechanisrhdrade facilitation

provided for by cooperation between the governmeaidtsordan and the

>"® Ministry of Industry and Trade, Trade and Invegitriaformation Database, 2007.

" \olpe, A., and Weil, D., 2004The Apparel and Textile Industries After 2005: Prexts
and ChoicesCambridge, MA: Harvard Centre for Textile and ApgldResearch.

"8 Gibson, D., Playing Second Fiddle in China)iA Business New®ctober 13 2005.

"9 ovett, W. A., Brinkman, R. L., Eckes, A. E., aBdkes, A. Jr., 2004.

*%0 pjgato, M. et al, 2006, p: 15.
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United States that does not exist between the gowemt of Jordan and the
EU. This difference is grounded in the seeminglyemt and highly solidified
government commitment to promoting US-Jordaniarddran general as

discussed in the previous two chapters.

Chapter four analysed the nature of US trade pdicsyards the MENA
region in general and to Jordan in particular. Thaclusion was that US-
Jordanian trade has increased in significance e pghst decade (due to
economic, political and strategic considerationg) aow acts as a model of
US trade policy with the MENA region as a whole. dfitthe same was found
in the analysis presented in chapter three wher@ad@n trade policy was
assessed: here it was determined that the poliindl economic reforms
embarked upon by the government of Jordan sinc® i©8upported by the
success of Jordanian—US trade. This dual urgenpyoimoting trade between
the two states has led to the mechanisms of spectadomic zones and the
FTA.

The Qualifying Industrial Zones and Industrial Estates

The QIZs in Jordan were initially established fallog the signing of the
Treaty of Peace between Jordan and Israel in M@hin the treaty there are
a number of articles demanding the implementatiojoiat projects between
the two states®* The creation of a number of QIZs which would ast a
economic bridges between the two markets was omieest requirements. In
brief, the QIZs were established as designatedsindl estates where all
goods therein produced would receive duty and gfrea access to the US
market. The conditions set upon the productionhesé goods concern the
rules of origin and percentage value-added. Inrotdereceive unrestricted
access to the US market any goods produced in e \@pould have to have a
certified amount of material input of a minimum détvifrom the Israel

economy (8 percent) and a minimum value-added fithh Jordanian

%81 Article 7, Treaty of Peace Between Israel and Jordb®94.
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economy (35 percent}? Certification of these requirements is issued by a
joint commission consisting of Jordanian and Israepresentatives and

government bodie¥?

Initially the QIlZs witnessed little growth, mostlgue to the lack of
government support by the Jordanian and Israelinregy as well as a
fundamental lack of manufacturing capacity. Howetee utility of the QlZs
as a means to increase exports was realised folpvurther growth in
exports to the US market. An increase in FDI whieached over US$500
million by 2005, was also a key factor in the goweent's decision to
promote the QIZs and expand export oriented ingistectors®* According
to Mohamed Atmeh, the Deputy CEO of the Jordan strthl Estates
Corporation (JIEC) - one of several corporationgshwélose links to the
Jordanian government involved in establishing anthing industrial estates
and QIlZs - the QIZs were not initially set up ast jphthe government’s trade
regime. Rather they werea "unique project, which were running more as an
anomaly (as) opposed to in conjunction with ourrexoic strategies of the
late 1990s °°

The QIZ projects were not the central tenet of eaan policy and export
activity in Jordan in their first three years. Neheless, with increasing
exports from the zones, and previously unseen $eotlFDI flowing in to
them, the new impetus placed on economic reform expmbrt led growth
which King Abdullah II's rule introduced in 199920, the QlZs became
more important. According to Mohamed Atmeh by 2@t0@as believed that
there were two main benefits from the QIZs. Thstfivas the potential for job
creation within them and in the economy as a wilaslea result of greater
activity in sectors pivotal to the operation of Q&s (such as transport and
services). The second Atmeh described ashe.very tempting access to the

US market for foreign investafdHe continued to clarify that:

%82 Kardoosh, A., 2006.

%83 |pid.

%84 Al-Shamali, Y., Amman, December 26 2006.

%85 Atmeh, M., Deputy CEO of The Jordan Industrialafss Corporation, interview held in
Amman, Jordan on December 28 2006.
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The government realised that vast potential forrtshto
medium-term investment existed. It was believedt tiés
investment would be focused on the setting up a@frtsho
medium-term projects to gain quick access to theniisket
for a limited period of time. By this | mean in s&s like
clothes and other textiles, where quick productiould be
established with limited capital requirements archited

capital gains and ris¥®

As indicated above, the Jordanian government salrstssessment of how to
utilise the QIZs resulted in the decision to fogtex growth of a T&C export

sector-®’ By the turn of the century this was coupled witk private sector's

interest and growing investment in the T&C sectahin the QIZs (see figure

5.4). The result has been the overarching dominahtiee QIZs by the T&C

sector — which accounts for approximately 90 pearcérQIZ exports to the

United States — and the sector’s expansion in thdahian economy as a
whole through specially constructed industrial &stalt is important to note
that industrial estates in Jordan are not QlZs. élmr, the 2001

implementation of the JUSFTA has largely negatesifdct as all T&C goods

now enjoy duty and quota free access to the US enatk

The first industrial estates were established irdao in the early 1960s,
prominent among them was the special economic established in Agaba
in 1963°%° However, slow economic growth and industrialisatibrough the
1980s meant that the growth of industrial estates wegligible over this
period. Furthermore, the government’s concentrabanstructural policies
aimed at import substitution rather than export lgbwth hindered

investment in the industrial estates which had lestablished®°

>% |bid.

*87 |bid.

%8 Cassing, J., and Salameh, A. M., 2006tdan - United States Free Trade Agreement
Economic Impact Study: Searching for Effects of RRé& on Exports, Imports and Trade
Related Investmentdmman: USAID - Jordan.

%89 Atmeh, M., Amman, December 28 2006.
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Fuelled by the success of the QIZs after 2001 wher-TA was implemented
and the shift of government economic policy to exped growth and trade
liberalisation, the past few years have seen ayfloir economic activity. Key
among the developments of this period was the kstaent of more
industrial estates and the expansion of existingsdti Other important
developments have been the creation and growthnofveber of corporations
tasked with constructing and managing industrightes®®? corporations
oriented towards the promotion of Jordan’s indabtestates abroad in order
to attract FDFP®® and the deepening of the public-private relatigmshalbeit

discretely, as is discussed below.

Figure 5.4 Value of QIZ Exports to US in US$ millims 1997—2008"*
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There are currently just over three hundred T&C uf@acturers operating in
Jordan. Of these ninety-two operate within the Qadg the majority of the
rest are located within industrial estat&sWhile the dominance of the T&C
manufacturers in terms of overall numbers lies vtk industrial estates,

dominance in terms of value is still firmly in tii@@Zs. In 2006 T&C exports

1 Knowles, W., 2005.
%92 These include the Jordan Industrial Estates Catjgor and The Jordan Free Zones

Corporation.
3 35uch as: the Jordan Investment Board and Jord@mgEise Development Corporation.

%% Jordan Investment Board, Amman, 2006.
%9 J1B, 2006 Invest in Jordan: The Textiles and Garments Sedt@ Report, p: 3.
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from the QIZs (only to the US market) totalled USHLbillion whereas T&C
exports form the industrial estates to the US ntarkely totalled
approximately US$200 millior?® The difference in value of exports is
attributable to two key factors. Firstly, the mai&C manufacturers have
been operating in the QIZs for much longer than &€ manufacturers in
the industrial estates. The infrastructure and atjpmrs were established in the
QIZs from 1997 whereas in the industrial estatés anly happened several
years later®’ Secondly, growth of the T&C sector has slowed dawthe last
three years meaning further growth in the indulsteatates has been
limited >*® The main advantage the industrial estates do beeethe QIZs is
the continued strengthening of the relationshipveet public and private
actors. This relationship is likely to continue,oproting activity in the

industrial estates in general including the T&Ctsec
Public-Private Partnership

Governmental involvement in the Jordanian econoag & long history. As
was outlined in chapter three, through much of klmgdom’s history the
government has played a central role in guidingneoac activity and
determining macro-economic structurés.The result of this link between
state and market was limited economic growth amtustrial development
followed by un-sustainability in the late 1980s roidating in the 1989
financial crisis. What has been seen in Jordanesit@39 is a period of
economic reform through structural adjustment, girsation and trade
liberalisation (see discussion in chapter thf8®&)However, government
involvement in the economy has not been fully wi#twh. Instead
government involvement in the economy has beensfibamed, but
nevertheless remains. This transformation has ded shift in the balance
between state and market actors in the economytl@deEmergence of a

%% Ali, M., Director of The Foreign Trade Policy Depaent of The Ministry of Industry
and Trade, interview held in Amman, Jordan, Decar@de?006.

%97 Atmeh, M., Amman, December 28 2006.

% pjgato, M. et al, 2006, p: 15.

> Knowles, W., 2005.

69 Abu-Hammour, M., 2005.
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public-private partnership. This partnership is reloterised by the
government having a regulationist role by formingiges and controlling
macro-economic decisions and market actors impléngethese policies and
micro-managing economic activity. The sustainapibf this relationship is
perpetuated by the fact that both state and matters achieve their goals
through this partnership. On the one hand the eugnis made ‘business
friendly’ and conducive to the needs of privateegmtise and on the other the
government achieves economic growth and industeaaélopment.

This partnership operates through a number of kggrosations which act as
a bridge between the public and private sectorsh@fe organisations there
are three identifiable types. The first type of anigation is the traditional
public-private agency that is oriented towards eooic affairs, such as the
Amman Chamber of Commerce, the Amman Chamber aifising and the
American Chamber of Commerce in Jordan. The setyp®l of organisation
operating in Jordan is the ‘developmental corporgatisuch as the Jordan
Enterprise and Development Corporation (JEDCO), dbedan Industrial
Estates Corporation (JIEC) and the Jordan InvedtrBeard (JIB), whose
purpose is to provide services to private entegpaisd who generally claim to
have autonomy and independence from the governmiéese actors do in
fact have close links to government. The third tgperganisation or actor is
the private enterprise. These are wholly privat®mracsuch as MNCs and
domestic businesses which work in a symbiotic i@lship with the

government to further their own intere&%5.

The Amman Chamber of Commerce

The Amman Chamber of Commerce is a good examplheofirst type of

actor involved in promoting the public-private metship in Jordan.
According to Sabri Al-Khassib, the Director of Rasgh at the chamber,
“...the main ainfof the institution]is to meet economic development gdals

He continued “[W]e do this by helping the governmtaérdecision-making

61 Sjlva-Jauregui, C. (ed.), 200 rdan Development Policy Review: A Reforming State
a Volatile Region,Washington: World Bank.
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bodies use the expertise and advice of privateracihis task [is] done by
registering private corporations, setting up jaioimmittees and conducting
micro-economic researcfi® The Amman Chamber of Commerce, much like
the Amman Chamber of Industry and the American Giamf Commerce in
Jordan, is a joint public-private entity. The boawhsists of twelve board
members who are all elected from the private settowever, a large part of
the chamber’s budget and in fact much of its iriftecture (such as the head
office) are government owned or supplied.

There are currently over thirty-two thousand tradel commerce related
bodies registered with the chamber which operaténmman and in the
surrounding areas. Al-Khassib stated that this remfias been increasing in
the past five years, from four thousand new regfistns in 2001 to just less
than nine thousand in 2006. The vast majority eséhnew registrations are
“...involved in trade and commerce with the United &tafaudi Arabia and
India.”®®® Approximately 30 percent of these registration2096 were for
corporations involved in the T&C export industnhid signifies a drop of 7
percent on the 2005 figure and is indicative of dwerall slow down in
growth of the T&C sectot>*

The Jordan Enterprise Development Corporation

The case of JEDCO is more exemplary of how theipydrivate relationship
has developed in the post-JUSFTA era. Accordinghawla Al-Badri, the
Managing Director of JEDCO, the corporation’s “ma@m is to help
Jordanian companies involved in exports to establisemselves, then
promote them and help their developméfit.” Al-Badri explains the
transformation in JEDCO's role since the late 1986s'...[becausejinder

agreements signed with international partners sashthe EU and the US,

802 Al-Khassib, S., Director of Research at The Amn@iramber of Commerce, interview
held in Amman, Jordan on December 24 2006.
603 -

Ibid.
504 | pid.
695 Al-Badri, K., Managing Director of JEDCO, interweheld in Amman, Jordan on
December 19 2006.
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and especially following WTO accession the goventroeuld not offer this
support to businesses wishing to export to otheikets, there was a niche in
the market for people like tis JEDCO was established in 1972 as a public-
private corporation, one third owned by the Jordangovernment, the
Amman Chamber of Commerce and the private sectdn. dahad its own
budget and own Board of Directors but was locatéthimvthe Ministry of
Industry and Trade. The head office is now locatedan independent
commercial office high rise, but is only a stonksow from the Ministry of
Industry and Trade. The Board of Directors is stidjually split between
public and private members but the director is Mhrister of Industry and
Trade.

While JEDCO operates as a private actor in termsnafo-planning and
implementation, it is increasingly controlled byetlgovernment. When
guestioned about the annual budget of JEDCO, ArBathitted that *..we
used to have more of our own budget, half frompitreate sector and half
from the government, now the government accountsuioentire budget °%
Even more important is the fact that by 2005 theegoment accounted for

full ownership of JEDCO as opposed to its previowsership of one third.

While JEDCO has seemingly become a wholly goverrrbedy, supporting
Jordanian export businesses, to some extent iragbation to a number of
international agreements signed with other stagesgloser examination
suggests otherwise. The process of government ragmision making and
private sector implementation is very much embodredhe structure of
JEDCO. According to Al-Badri, JEDCO operates indejmntly of the

government. She claims that “the government made dbcision that
Jordanian exports should be promoted and suppsaé¢dat economic growth
can be led by exports. What we do here is proviie gupport through the
private sector®’ It is worth noting that while JEDCO's budget ipplied by

the government, its staff (except for half of theaBl of Directors) is sourced

606 |4;

Ibid.
697 Al-Badri, K., Managing Director of JEDCO, intervieheld in Amman, Jordan held on
December 24 2006.
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entirely from the private sector. Furthermore, th@nagement and allocation
of the budgetary funds are under the control of GBDstaff not the

government. Al-Badri explained that the governmentrusts JEDCO and
other such corporations with promoting and deveigpdordanian export-
related corporations, supplying the means to compleis task but then
relying on expertise from the private sectd?ebple realised after 1989 that
the government was not capable of directing theneoty successfully.
Governments, especially the one under Ali Abul Rhgimoved to use the
private sector in a productive wayAl-Badri continued to describe the now
dominant belief within government that the privatector can promote the

Jordanian economy more efficiently than the govesmi??®

While JEDCO'’s budget has been increasing over #s¢ fhree years it is still
insufficient to promote and help develop all sestarithin the economy.
Rather JEDCO has taken the decision (and not tkkergment) to focus on
the most beneficial sectors — among these is th€ &gport sector. Support is
provided by JEDCO to T&C export oriented corponasicoperating within
Jordan in a number of ways. In the Autumn of 2006 éxample, JEDCO
organised a trade mission to Italy in order to stese Jordanian T&C goods.
T&C corporations were invited to join the trade sn® and prepare
marketing and study material along with actual gotal promote abroad.
JEDCO supplied the funds, arranged the venues i@yashised all bureaucratic
matters relating to visas and so®hIn short JEDCO acts as a middle man
between Jordanian suppliers and potential destimatiarkets. However, the
operations of JEDCO do not benefit only Jordanianparations. Rather
JEDCO also promotes other actors within the T&Cta@e¢among other
sectors) through trade missions as mentioned albsvevell as providing
technical support to corporations, conducting miarkBnancial and
consultancy studies and promoting the Jordanian Td&€tor abroaff°
Perhaps the most fitting way to understand the asjpers of JEDCO are as

Al-Badri has described them: “Jordan in general dantralized decision

608 | pid.
609 Al-Badri, K., December 24 2006.
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making system, but there is an agenda and manysaickeolved with some

autonomy and influence in the implementation ofislens.”**

The Jordan Industrial Estates Corporation

JIEC is one of a number of private sector entiusch create, promote and
maintain industrial estates and QIZs within JordBBC is perhaps one of the
more useful examples when trying to understand Hlog public-private
relationship impacts economic activity ‘on the grduespecially with regards
to the T&C sector. At the time of writing JIEC op#gs five industrial estates
including three QIZ¥? and is planning the construction of four mételt is
an independent, autonomous corporation that hasvitsbudget, but has close
links to the government. Key among these link$& the Head of the Board
of Directors is the Minister of Industry and Tra@e is the case with JEDCO)
and 67 percent of the capital comes from the gawem?®™* Again, similar to
JEDCO, the remainder of the Board of Directors {tbhard has thirteen total
members) come from the private sector and haveof® in government.
Another similarity with JEDCO is that JIEC was d&digshed by the
government in 1984 but later developed into an raatwously operating
corporation. In an interview conducted with Mohandnfgmeh, the Deputy
CEO of JIEC, in December 2006 JIEC was describethgwrofit oriented

corporation, but (it is) also oriented towards deselopment of the natiori*®

Atmeh outlined four main contributions to the naabeconomy which JIEC
focuses on. The first he described as inward dafdatev or FDI. The very
nature of the Jordanian trade regime is orientecitd making the Jordanian
economy appealing to foreign capital for both mediand long term

investment. In short the activity of actors suchJHSC is to not only make

®! Al-Badri, K., December 19 2006.

612 These are: Ma'an Industrial Estate, Al-Husseinubidal Estate, Al-Hassan Industrial
Estate, Abdullah Il Industrial Estate and Ammanusttial Estate.

®13 These are to be located in Muagar, Zarga, Tafith adaba. It is expected that studies
for their construction will be completed by mid-B0and it will take a further two years to
construct them.

614 JIEC, 2006 Annual Report 2006Amman: Jordan Industrial Estates Corporation.

®1> Atmeh, M., December 28 2006.
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profits but to also make Jordan ‘business friendBy creating industrial
estates and QIZs JIEC attracts foreign corporatmuscapital to expand their
operations or relocate to Jordan. Here duty andagfree access to the US
T&C market as well as increasingly free access ENW T&C markets and
the EU market are “very tempting and very profiea5t® Furthermore, the
majority of industrial estates in Jordan, includiigC industrial estates, offer
a number of key incentives. The JIEC-owned Al-Has@abid) industrial
estate for example, offers comprehensive custort-mirastructure which
investing entities can buy or rent. Other incergiireclude free amenities and
services including free electricity, water and commncation and all-inclusive

customer services.

Working in correlation with the JIB (discussed belp JIEC also offers
foreign investors twelve years of tax free operatio JIB offers ten years tax
free operations as standard to all non-Jordaniasiors while JIEC offers an
additional two year§'’ This is extremely attractive to foreign investarsd
MNCs who operate in the T&C sector but who areljik® maintain only
medium-term investment activities in Jordan. In fhest five years these
incentives among others have worked and accordidgrheh “inward capital
flow to [our] industrial estates and QIZs has bewmeasing very rapidly, and

so [our] intention to build five more estates ie thear future®®

Other key objectives which Atmeh highlighted asigeat the heart of JIEC’s
operations include horizontal capital flow. Herbe tindustrial estates and
QIZs are seen as central locations of economicvigctwhich act as
distribution points for capital at the local lev€he wages of the employees of
the factories located in the industrial estates, éwample, add purchasing
power to the local economy. Food, clothing, entent@nt and transport all
have to be provided in some measure to the empogee through this
mechanism further economic activity is generdtédVith this in mind, JIEC

industrial estates and QIZs (much the same asallytall industrial estates

®18 pid.
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and QIZs in Jordan) are distributed around the damg, often according to
where the government says they should be. Aredswobr lower economic

development, such as Muagar (the location of ondlBC’s planned new

industrial estates) have been the site of the dpweént of industrial estates
and QIZs. According to Atmeh:

[t]his is because, from the business point of vithweye is a
large source of cheap labour, plenty of open laod f
development and good transport links. From a salcpatint
of view, we can provide jobs for local residentshbdirectly
and indirectly through economic spread. We can fitethe
nation as well as ourselves (...) in this relatiopshiis a

partnershig?

In terms of sector development, the majority ofusttial estates and QIZs are
dominated by T&C manufacturers. The operationde€CJare no exception to
this. Of the existing two industrial estates ana¢hQlZs which JIEC owns,
only one is not dominated by T&C. This is the Ma&state where activity is
more evenly spread between T&C and glass manu&gctdrhere are two
reasons why T&C dominate JIEC’s industrial estatas$ QIZs: the first is that
studies conducted prior to their creation conclutleat focusing on T&C
would be most beneficial. According to Atmeh thésmeefits are, firstly that
the US market for T&C manufactures is large andefoee offers greater
profitability than other sectors. And secondly, dese focusing on T&C
manufactures is a fast way to make money. Thistpsimelevant to both
public and private interests. Finally, in complianwith existing company
policies, and in coordination with the ministrieslodustry and Trade, and
Labour, JIEC would be able to offer greater emplegtnopportunities by

promoting labour intensive manufacturing.

The second reason why the industrial estates aAd &k dominated by T&C
iIs as a result of other market forces. A commontakes in much trade-

%29 bid.
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literature is that government policy in developstgtes dictates the form of
activity, such as the nature of industrial estatelpction®?* However, in the
case of the JIEC run industrial estates and QIE&{& sector actors seem to
have been attracted by purely economic reasonsexample, duty and quota
free access to the US market and the natural catpar advantages

offered®??

The Jordan Investment Board

The growth of JIB is exemplary of the increasingpartance of market forces
and private sector actors in the development of iR€ sector. JIB was
established in 1990 as a department within the $finiof Industry and Trade.
lts primary objective was to attract FDI into Jard’ Its original budget was
low, as was its number of staff. However, followig number of key
amendments to national laws governing trade andatdfows in the mid-
1990s such as the 1995 Investment Promotion L&vhds been promoted as
a key actor. The result was the detachment of tiganisation from the
government and its development as an independehtaatonomous entity.
The majority of its seventy-five employees are sedrdirectly from the
private sector and not from government as is commvdh many similar

bodies®?*

JIB’s importance continues to grow and its paratign in the Jordanian
economy is becoming increasingly diverse. In 20@6drganisation’s overall
budget was US$1.3 million. This figure rose to o\W8$6.3 million in 2007
on the back of greater FDI and government reveffidst the time of writing
JIB has three main offices in Jordan — the headeofh Amman, a regional
head office in Agaba and one in Queen Alia Inteoma Airport. Along with

%2l page, S., 1994jow Developing Countries Trade: The InstitutionalrStraints,London:
Routledge.

622 Kardoosh, M. A., and Al-Khouri, R., 200Qualifying Industrial Zones and Sustainable
Development in JordarAmman: Jordan Centre for Pubic Policy and Re$earc

623 31B, 2006 Mission StatemenAmman: Jordan Investment Board.

624 Farraj, E., Chief Advisor to Maan Nsour, CEO ofdin Investment Board, interview
held in Amman, Jordan, on December 24 2006.
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the increase in its budget, JIB is also opening oéiges abroad to further
enhance its role in promoting investment opportegitn Jordan. Offices
which are due to open in 2007 are located by regsfollows: in the Persian
Gulf; Qatar, Kuwait, Abu Dhabi and Riyadh; in tharFEast — China; and in
the EU; Spain, Greece and It4R.

The focus of JIB’s purpose and operations are @mpting Jordan as an
investment market abroad. This is done in a nurobarays and for multiple

sectors. According to Elias Farraj, the Chief Adviso the CEO of JIB,

Jordan has seen a large increase in FDI since r8bptell 2001. This is
discussed in greater detail below but it is useflriefly assess the impact of
JIB on investment in the T&C sector. “The majordy FDI coming into

Jordan in the past five years has come from thef Gtates.®*’ Farraj

described this as being the result of two sets micgsses. First, the
withdrawal of GCC investment-capital from the USrked post-9/11 and the
subsequent desire to re-invest in other marketwrgely in the EU but also
significant amounts in the MENA region. The seca® of processes is
political and economic instability in neighbourimggional states and the
relative stability of Jordan as an investment ma#feThe construction and
housing sector has witnessed the greatest incirasgestment since 2002
and this is where GCC investment is mostly usedvéd@r, JIB does not

promote this sector.

One of the sectors that JIB does promote is T&Cufetures. This sector is
promoted in the Jordanian investment market andaabrOne of the main
activities of JIB in promoting T&C manufactures tlse organising and
implementation of targeted trade missions. Here stdf conducts market
studies to ascertain which location or market istnswitable for exploitation
of opportunities. According to Farraj this could @eaegion, city or even a
corporation. Once the target has been identifiéth@de mission is arranged

and includes JIB staff along with representativésT&C manufacturers

°2%pid.
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operating in Jordan as well as representativeghwsr @ordanian corporations
such as JIEC and JEDC.

The involvement of JIB does not, however, stoprafte completion of any
trade mission. Rather if investors or corporatiasish to set up operations in
Jordan or invest in existing ones JIB is the primaontact. The ‘One-Stop-
Shop’ is the flag ship operation provided by JIRBl avas established in 2003.
Its purpose is to help private sector actors t@algisth their operations in
Jordan as quickly and easily as possible. Theralgobeing that: “the quicker
[investors or corporations] get set up, the quickerget economic activity in
Jordan. Also, it is another incentive for foreigiganisations wishing to invest
and operate to make quick profif§® There are ten different government
departments responsible for investment. Thesesaf@laws: the ministries of
Industry and Trade, Labour, and Interior; the D&pant of Health; The
Department of Tourism; The Greater Amman Municigaland other
municipalities — depending on location; The Depanimof Land; the
Department of the Environment; and the Customs BDegat. These all now
have offices located in the JIB offices around kimgdom. Each of these ten
departments has cut down red tape and continue teo. The pre-2003
average period for registration of investment oieav corporation was ninety
days. This has subsequently been reduced to thastg and the target by late
2008 is fourteen day$?

Once a private sector actor has registered witlOine-Stop-Shop it can apply
for registration with JIB. If the application is Gapted — and according to
Farraj every application as of 2007 had been aedeglthough some with
minor amendments — JIB provides support with adllidgs with government
and other private sector actors. The result ofsltivelopment and support of
the T&C manufacturing sector as well as others bbeen the registration of
over three thousand five hundred projects worthr &&$6 billion since 1997.

Approximately half of this figure has been in th&d sector.

°29pid.
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Multilateral Investment in the T&C Sector

As mentioned above, investment in Jordan has bemaasing since the mid-
1990s and has witnessed unprecedented growth <£668. Significant
amounts of this investment have gone to the T&Ctosedn 1996 total
investment inflows to the Jordanian economy ameind US$301 million,
in 2000 this figure had risen to US$754 million dnd2006 total investment
amounted to just over US$2 billion (see table 5l@yestment in 2006 was
relatively evenly split between domestic investmant FDI — with FDI
accounting for slightly over US$1 billion. Signiéintly 2006 was the first
year that FDI in Jordan exceeded domestic invedtmen

Table 5.3 Total Investment in Jordan in US$ Milliors 1996-20082

Year Investment Domestic Investment FDI
1996 301 181 120
1997 380 224 156
1998 452 285 167
1999 556 340 216
2000 1119 683 436
2001 1243 746 497
2002 424 238 186
2003 369 210 159
2004 589 329 260
2005 754 415 339
2006 2001 991 1010

The trend in total investments in Jordan has béghtly irregular in the ten
year period between 1996 and 2006. According to Qlidef Executive
Officer Maen Nsour, the kingdom’s economic and i reforms, including
structural adjustment and trade liberalisationesitee mid-1990s have created
a more attractive investment clim&t&.The improving climate resulted in
steady increases in investment from 1996 to 200dweder, increasing
tensions between Irag and the international comiywand the intensifying
Al-Agsa Intifada led to a dip in investor confidenm Jordan from 2001 to
2004. A sharp drop of US$498 million followed asemdl investment

832 Ministry of Industry and Trade, Trade and Investiri@formation Database, 2007.
3 Tate, P., Jordan Witnesses Investment BoomhiJordan Timectober 4 2006.
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decreased to US$502 million in 2002. As the waraq materialised in 2003
and the insurgency began to emerge, investmenteatsx even further to
US$303 million in that year — a fraction above 119896 level before the major
investment-friendly policy changes took affect. Hmer, 2004 and 2005
witnessed rebounding confidence in the Jordanianauy. This was helped
by the influx of (mostly wealthy) Iragis wishing &void strife in Iraq and the
emergence of Jordan as an entry point and bageeoétions for many private
and government actors operating in IPaBy 2006 the investment climate
had made a complete recovery and new levels ofstiment were being
witnessed. This increase in investment has nabvi@t the sectoral pattern in
the 1997-2003 period. Instead, while some sectach as construction have
increased their share of total investment, othech &is mining have actually
seen their share decrease as investment figures temovered® After
construction the T&C sector has witnessed the g#sih growth in
investments. Overall levels of investment in theCT&ector increasing from
US$392 million in the 1997 to 2002 period to US$&1Hillion in the 2003 to
2006 period®

Traditionally the majority of investment in mostcsws has come from
domestic sources. However, as a result of greataraenic liberalisation and
the activity of organisations such as JIB and theidtty of Industry and
Trade, FDI has become increasingly important. Asgest above FDI now
comprises over half of all investment annually acedounts for the majority
of the rapid increase in investment levels see2006. In relation to the T&C
sector FDI has counted for the majority of totalastment since the sector
first began to emerge in the mid-1990s. This iglpaue to the fact that the
sector was established and promoted as primaripgoréxoriented taking
advantage of free access to the US mdrKetarraj has highlighted the fact
that the Jordanian market only offers limited paddility. With a population
of approximately five and a half million in 2007 cafGDP per capita of

834 \World Bank, 2006Quarterly Report: Jordan - Third Quarter Repow,ashington: World
Bank.

%% |pid.

63 JIB, 2006, Invest in Jordan: The Textiles and Garments Secfanman: Jordan
Investment Board, p: 3.

7 Dew, P., Wallace, J., and Shoult, A., 2004, p: 15.
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US$1960 (or US$4900 Purchasing Power Parity mettbd) Jordanian
consumer market is limitéd® Investors are attracted to Jordan because the
Jordanian economy as a whole has “free accesanarket size of over 1.3
billion people.®® This is the combined population total of all tharkets
which Jordan has duty and quota free access towimly the signing of the

various agreements outlined in chapter three.

Labour Issues

As highlighted above, the T&C manufacturing sedtordJordan is a labour
intensive sector. A characteristic of the sectorthat the labour force
employed is generally semi-skilled. Furthermore,CT& a low value added
sector - albeit profitable to a certain extent. Sehéhree characteristics when
combined with the average income for semi-skilledbourers in Jordan
(approximately US$900 per annum) results in a lalary for employees of
the T&C sector which was estimated to be US$700 gemum®® By
international and domestic standards this is noes&arily an extremely low
figure. However, when coupled with two other dynesnof labour in the
T&C sector the issue of labour rights emerges. &latker two dynamics are
as follows: multinational characteristics of the riwvdorce, and employee

representatiofi’*

First let us examine the multinational nature @& wWorkforce. The Ministry of
Labour in Jordan has estimated that there are twvety-six thousand
expatriate workers employed by T&C manufacturingpooations operating
in Jordar’*? The remainder of the approximately eighty thousemployees

in the T&C sector come from the local populationf the expatriate

%38 Farraj, E., December 24 2006.

°%9 |bid.

640 AFL-CIO, 2006, Request by the American Federation of Labour anagBess of
Industrial Organisations (AFL-CIO) and the Nationd@kxtile Association (NTA) to the
United States to Invoke Consultation Under the &thistates-Jordan Free Trade Agreement
to Address Jordan’s Violations of the Agreementibdur Rights Provisions/Vashington:
AFL-CIO, p: 16.

841 Ministry of Labour, 2006Report on the Status of Migrant Workers in the @yial
Industrial Zones and Industrial Estatéanman: Ministry of Labour, p: 5-16.

%42 Ministry of Labour, May 2007, abour Reportp: 18.
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employees there are four main nationalities, tleseChinese, Bangladeshi,
Indian and Sri Lankaff® Figure 5.6 shows the percentage breakdowns of the
main nationalities in the T&C workforce. The vasajority of the expatriate
workforce enters Jordan through international emmplent agencies. The
average employment period for these expatriateskingrin Jordan is
estimated by the Ministry of Labour at between tarad a half and three

years®

Figure 5.6 T&C Workforce Nationalities as Percentag 20074

. Other
Indian 1%
7%

Jordanian

Sri Lankan 329

17%

Chinese
18%

Bangladesh
25%

In early 2006 international and domestic mediansitte began to focus on the
conditions and rights of T&C sector employees. @ons emerged about the
number of hours employees were made to work, theies paid to them,
human rights abuses and representation i€4fiés stories of worker abuse
and mismanagement increased in frequency a numbdiSebased and
international human rights organisations began &l ér government
intervention. On September 21 2006 The Americarefabn of Labour and
Congress of Industrial Organisations (AFL-CIO) ahe National Textile
Association (NTA) — both US-based organisations equested the US
government invoke chapter seventeen (the disputehamesm) of the
JUSFTA citing violations of labour rightd’ The JUSFTA which as
highlighted in chapter three now forms the backbohdJS-Jordan trade

%3 bid.

® bid.

%5 bid.

6% Harrison, P., Jordan Rocked by Abuse Claims, Ma3086, Emerging Textiles.com:
Textile and Clothing Trade Information.

®4" AFL-CIO, 2006.
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relations included an unprecedented chapter ragaiddbour rights (Article
6). This chapter requires both states to compli witernationally recognised

labour rights and to enforce their respective latiaws®*®

The problem of labour abuses in Jordan’s T&C sestems from two main
factors which have allowed labour abuse to occtue first is related to the
nature of the global T&C industry and the T&C sectoJordan. As outlined
above the semi-skilled, multinational and low p&btour required by this
sector means that labour is sourced from periphiatabur pool$*® The

second factor is that Jordan’s labour code andeeléaws have serious
deficiencies that allow for the weakening of laboights. In short there is a
naturally vulnerable workforce operating with lieut protection from private

capital interests.

There are a large number of key deficiencies inJtivelanian labour code and
laws. Firstly, and extremely importantly in relatito the rights of the T&C
labour force, union membership is restricted toddoran nationals — no
expatriate workers can be involved in any way iry drade or labour
unions®° Second, union membership for Jordanians is aksticed by age,
occupation and criminal background. Any Jordaniageksg union
membership must be twenty-five years old or morayehno criminal
convictions and can only be involved in a uniorhisf or her professiofr* A
third major deficiency is that the government colstunion representation by
industry, allowing only one union per industry (@hich only seventeen have
been defined as eligible). Furthermore, the govemtin labour code and
laws demand that any union has to have at ledst fiembers when first
established®? A fourth issue is that the government's labourecgives the
Minister of Labour control over the governing doants and charters of any
union. This means that the minister must be coadudind his consent given

before any union can be formalised — in effectvailhyg the government to

%48 Article 6, Agreement Between the United States of Americatentiashemite Kingdom
of Jordan on the Establishment of a Free Trade APEAO0.

649 seeDraft Law on Political Association2005.

50 AFL-CIO, 2006, p: 6.

%1 bid.

%52 Draft Law on Political Association2005.
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determine what the union’s purpose is. The finaligsis that the government
of Jordan requests a minimum of fourteen or twengyt days notice prior to
a general strike for the non-public service and plblic service sectors
respectively’>® In practice this means that unions are requirecbhitain

permission from the government to strike. When coedh these five

deficiencies in labour code and laws means thaiualbights in Jordan are
limited thus weakening the position of the laboarcé in relation to both

government and business.

Several days after the AFL-CIO and NTA request® WS government, the
Jordanian government issued a statement declajRigdrettably the AFL-
ClO and the NTA decided to file their case justdaiter labour conditions in
Jordan were vigorously scrutinised and further mhalesteps were agreed
upon.®®* The ‘remedial steps’ referred to in this statemerte declared a
number of weeks prior to the AFL-CIO and NTA actidime then Minister of
Industry and Trade, Salem Khazala, acknowledgedume 2006 that the
government had failed to enforce its own laws ratjd) labour and had
failed to protect expatriate workets.It was also announced that a number of
factories in the kingdom’s industrial estates andsQwhere violations had
been reported would be closed until investigatioosld be completed. By
January 2007 four factories had been closed, tte@aining closed through
2007.

In an interview with Maha Ali, the Director of tHeepartment of Foreign
Trade Policy in the Ministry of Industry and Trad®nducted in December
2006, the issue of labour rights in Jordan werdliggted. According to Ali
the development of trade relations with the UniBtdtes has been good for
labour rights in Jordan. It is worth quoting hetestgth here:

The JUSFTA was an historic agreement with relation

labour rights. No previous bilateral free tradeesgnent had

%53 |bid, Article 135 (1).
854 Anon, Jordan Regrets US Union Action, Septembe2®B, Al-Jazeera News.
855 gparshott J., Jordan Shutting Abusive Factorigse 17 2006The Washington Times.

204



included a chapter on labour. Here we do take gsiyothe
condition of employees in the industrial estatesd[®IZs]
and enforcement of Article 6 of JUSFTA has become a
priority. Before the JUSFTA was signed, we would have
any action on labour abuses so in that way theeaggat is

progressivé>®
The US Market and Jordanian T&C Exports

The US T&C market is the largest in the world.dtaunts for approximately
24 percent of T&C global imports (approximately g&rcent for apparef}’
Over the past decade the US market has witness&direed growth in
imports®>® Foreign imports of T&C goods now supply over tvirds of the
US market. This figure has also been consistentseasing over the past five
years as US T&C firms continue to source goodsctirdrom developing
states. The US T&C manufacturing sector has seeduption decline to
US$53 billion in annual exports — a decline of otérpercent in the 1999-
2006 period>®

At the same time that US T&C production has beetradesing the overall
market size has been increasing. The differencelamestic supply and
demand has been met by foreign imports which haweeased rapidly due to
freer trade. Since 2001 the United States has gigneumber of FTAs and
Trade Promotion Acts (TPAEP and the MFA came to an end in 2005. The
result has been greater access to the US markevérseas T&C producers
and greater potential for outsourcing by domestixipcers. The introduction
of the MFA in 1974 controlled the amount of T&C gsoexported by
developing producers and so somewhat protected® & &C sector. The
ending of the MFA on January 1 2005 saw the EU @8dmarkets flooded

%% Ali, M., December 24 2006.

57 USITC, 2004,US-Bahrain Free Trade Agreement: Potential EcondMige and Sectoral
Effects,Washington: United States International Trade Casion, p: 33.

%% US Census Bureau, Foreign Trade Statistics, 2007.

%59 pigato, M. et al, 2006, p: 33.

%9 Including with the following states: Australia, Bain, Chile, Colombia, Malaysia,
Morocco, Oman, Panama, Peru, Singapore.
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with developing states’ exports of T&C goods. Mofkthe increase in imports
came from China and India which increased theioespto the US market by
approximately 55 percent and 26 percent respegtinelhe first five months
of 2005. In response the US and EU re-imposed qlimitgs on Chinese
imports. In the case of the United States a umdatemposition of a 7.5

percent growth quota was implemented in June 28/05.

The effect on Jordanian T&C exports to the US miatkas minimal in
comparison to the effects on other states — sudidasccan exports to the
EU. T&C exports from Jordan increased by 13 pereer005, down from
the 19 percent increase seen in 2004, but nonstheldl one of the more
impressive postings after China, India, Cambodenddadesh and Indonesia.
While the US market became more competitive with &md of the MFA
some states which had previously been supplyingJ®aevith large quantities
of T&C goods maintained a competitive edge. Jondaa one of those states
and the T&C export sector remained strong in themi#8ket. This is in part a
result of the near total orientation of the JordanT&C sector to the US
market as well as lower labour costs than most ebitmps and quicker
production times despite the greater distance ¢old8 market in relation to
some producer¥?

One advantage that Jordan enjoys over the majfritgher T&C competitors
in the US market comes from the JUSFTA. While oftates now have duty
and quota free access to the US market, stringges rof origin lower
efficiency and profitability. Article 14 and anne&x2 of the JUSFTA allow
Jordan to source material from anywhere in the dvamd still have free
access to the US market. This is an unprecedenéagure and one that has
not been replicated in any other agreement betwbenUS and another
state®®® According to Maha Ali this provision was grantedJordan in part as

a peace dividend for the peace agreement withllarak partly because the

%1 pjgato, M. et al, 20086, p: 5.
662 Atmeh, M., December 28 2006.
6831 awrence, R., 2006.

206



United States wants the Jordanian economy to tAtv@his latter point
cannot be over-emphasised. “Jordan-US trade isngwortant model of
bilateral cooperation for the United States in Mildle East[and North
Africa], one that the Bush Administration wants to seekw&t’

Figure 5.8 Percentage Change in US T&C Imports byeading Sources
Post-MFA (2004-20075°°
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The quota restrictions re-imposed on China by thadd States will come to
an end in 2008. It is anticipated by many that EéeenT&C exports will again
increase exponentially and thus so will competitiothe US T&C market®’
The forecasted decline in the US T&C production@ewill offset some of
this increased competition as will continued growti the market.
Nevertheless, the Jordanian T&C sector will fac¥eased competition in the
future. However, it is likely that the three manivantages the Jordanian T&C

sector enjoys — relaxed rules of origin, being med to the US market and

%64 Ali, M., December 22 2006.

5% | pid.

856 Us Census Bureau, Foreign Trade Statistics, 2007.
857 Ali, M., December 22 2006.
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favoured support from the US government — overrasketes will remain and

allow exports to continue to post steady yearlyanses.

Conclusions

The growth of the T&C sector within Jordan can leers as being linked
directly to the transformation of the governmemtiacro-economic policy as
well as to the establishment of the QIZs and thedated bilateral institutions.
In particular, changes in foreign trade policy amgjagement with institutions
pertaining to trade since the mid-1990s have haigmificant impact. The
pursuit of greater economic integration with intgranal markets through
trade liberalisation and bilateral agreements with United States and others
have produced both the opportunity for the T&C getd expand. Gaining
duty and quota free access to the US market waantaklvantage of by
promoting certain export-oriented manufacturingt@ecwithin the Jordanian
economy from 1997 onwards and the implementatioim®fJUSFTA in 2001
furthered these processes. In the subsequent feaordanian government
has worked in conjunction with private sector agtand semi-governmental
organisations to support and promote the T&C sebtmh at home and

abroad.

Since 2001 exponential growth in inward investmtenthe T&C sector has
been withessed. The build up to and materialisatfathe US-led invasion of
Irag temporarily disrupted investment flows butdksvof FDI and domestic
investment have since reached record levels. Qoedigrowth in exports to
the US market is expected to be seen over the ¢pyears as Jordanian
exports compete in an increasingly aggressive mankéhe post-MFA era.

The overall partnership between the Jordanian govent and private sector
actors — largely from abroad — and the relativélgrsy position of Jordanian
T&C manufactures in the US market should lead tortner entrenchment of
US-Jordan trade relations. In turn this will likegerve to compel the
Jordanian government to maintain the current ‘bessrfriendly’ environment

within the kingdom and potentially further libessi the economy. In turn
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T&C exports to the US market likely will continue grow in the short to

medium-term future.

The analysis presented in this chapter suggeststhieaengagement with
multilateral and bilateral institutions in the fognof 10s such as the WTO,
trade regimes such as the MFA and key agreemeatsasuthe JUSFTA have
had a significant impact upon trade liberalisatibarthermore, trade levels
between Jordan and the United States have alsoibgscted. In the first
instance trade liberalisation has occurred to atgertent between Jordan and
the United States whereby at the time of writingtelde in goods is fully
liberalised. In the second instance trade levelI&C goods have grown
rapidly, albeit in a bilateral manner as exportsrfrJordan to the US market
account for practically all trade in T&C goods. Téeonomic growth of this
sector in Jordan is highly significant and has besatively rapid, adding to
the overall Jordanian economy and GDP through asz@ exports,
investment and horizontal economic spread. Thigyestg that Jordanian
governmental facilitation of trade with both the itéd States and other
markets through engagement with international timstins and domestic
reform is achieving the aim of economic growth. Héeer, this analysis is
only of one economic sector. Furthermore, it iso& halue-added, labour
intensive sector which is not necessarily repredbmt of the Jordanian

economy as a whole.

The issue of state-actor involvement in internatlanstitutions as a means to
increasing economic integration is important to @malysis in this chapter.
However, the role of non-state actors also is pivoHere, the roles of
organisations such as JIEC, JEDCO and the JIB baee instrumental in the
increasing levels of bilateral trade in T&C good$ie support that these
actors have given to T&C manufacturers has beey ivgoortant in allowing

these corporations to operate in Jordan and exqmonpetitively to the US

market. The T&C manufacturing corporations operaiim Jordan have been
buoyed by rising levels of international investmelttis has allowed them to
exploit the opportunities provided by the JUSFTAd aexport to the US

market. In short if it were not for the agency bése actors the impact of
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international institutions on their own would nave the significant impact

on bilateral economic integration that has beenegised.

With regards to the United States, as discussechapter four, economic
growth has not been the key interest that has cledpthe United States to
pursue greater cooperation with Jordan throughrmatenal institutions and
subsequent bilateral trade liberalisation. Ratheadber interests relating to
inter-state cooperation at the international leaad in the political and
security spheres seem to have been more impoftarthis study there is
evidence of greater market integration, or possibly creation of market
dependence, where the Jordanian T&C sector hasrigeciependent upon
access to the US market. There is also evidendteeoditility of international
institutions in facilitating trade and encouragingn-state actor cooperation
across markets. However, there is little evidenbeyond speculation,
provided in the analysis of bilateral trade in T&0ods that suggests that
greater state level integration and cooperatiowd&etn Jordan and the United

States has followed.

The issue of labour rights in Jordan which is ensdn the JUSFTA and

which forms a key element of the regulatory regohé&rade between the two
states offers some insights here. The linkage dbmestic non-state actor
economic matter in Jordan to state actor cooperaitd regulation at the
international level through international instituts is certainly important. The
AFL-CIO request to the US government regarding siabe actor

management of labour issues in Jordan, as discas®ee, and subsequent
state level coordination is an example of stateellesooperation and

integration. However, how far this form of coope@atpermeates other state
relations is unanswerable at this stage. Simplgsss3g one economic sector
and one form of trade is not sufficient in ordeatswer the main questions in
this thesis and so two more economic sectors amasfof trade are analysed

in the following chapters in order to shed mordtign the topic.
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Chapter Six

Bilateral Trade in Pharmaceutical Products
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Introduction

The purpose of this chapter is to assess the natutelevel of trade in
pharmaceutical goods between the United Stateslartthn, and to examine
how the regulatory framework within which this teathkes place has begun
to reshape the interaction of the two sectors. d¢sessment of the political
economy of trade relations between Jordan and thied) States is furthered
by analysing what can be termed a ‘second forntrade activity — trade in
high value-added, capital intensive goods. Thigtgptrade is characterised
by relatively equal levels of trade in terms ofatotalue and quantity as well
as by a more important role for the United Statesreating the framework

within which bilateral trade occurs.

Analysis of bilateral trade in pharmaceutical gobgtween Jordan and the
United States poses a number of problems as walisefll insights when
assessing the political economy of trade betweenwo states. Problems are
posed due to the relatively insignificant levels todde in pharmaceutical
goods in overall monetary terms. Jordanian exmdrssich products to the US
market, for example, constitute a mere 2-3 peradntotal exports. US
pharmaceutical exports to the Jordanian markets@ small in relation to
total exports and in relation to US exports to otharkets in the MENA
region. However, the pharmaceutical sector coristita major element of the
JUSFTA and a deeper analysis of both the Jordamad the US
pharmaceutical industries and how they are int@r@cipresents some
interesting conclusions. In relation to bilateralde in T&C the interaction of
the two pharmaceutical markets highlights a veffergnt side to bilateral
relations. While trade in T&C goods is heavily aided, in that Jordanian
exports constitute the majority of trade flowsd&an pharmaceutical goods is
more even, but with US exports constituting theydarpart of trade levels.
More important than the actual levels of trade aodp is the institutional
framework within which pharmaceutical trade takésce. This structure has
been reshaping the relationship between the twompdizeutical markets since
2001.
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Once again the following analysis will draw upore tkey principles of the
critical liberal institutionalist approach usedtims thesis to study the ways in
which the international institutions engaged with Jordan and the United
States have liberalised and facilitated trade betwibe two. Also, this chapter
will study a plurality of actors and their relatgmps at the domestic and
international levels to analyse what the effectstratle liberalisation have
been. A key question in this and the preceding t&hap whether or not state

actor interests are being achieved or not.

To develop the analysis presented here it is napgds first outline the

global environment in pharmaceutical trade and kég institutions which

govern it, of which the United States and Jordam arpart and so which
largely determines this form of bilateral trade eThist section of this chapter
thus addresses the impacts of the WTO-negotiatd®sTBgreement and how
both the United States and Jordan have complieth wits agreement.
Following on from this first section is an assesstr# the provisions of the
JUSFTA relating to international IPRs and thus hHoade in pharmaceutical

goods is managed under the agreement.

The third section provides an overview of the Jorala pharmaceutical
industry and how it has developed over the pasadie@and a half. Here the
growth of the sector to become the second leadkmpré earner in the
Jordanian economy is described followed by an amlygf the main actors
operating in the sector. The importance of investirand technology flows
are highlighted as these two issues have formetdbkbone of activity in the
sector since the mid-1990s. The relationship betwsmmestic and external

private sector actors is also briefly analysed.

A detailed assessment of the US pharmaceuticabrsiecthis thesis would be
overly complex and time consuming and is not nexgsfor the purpose of
this chapter. However, a brief assessment is affei@lowed by an

assessment of pharmaceutical trade in relationottemporary US trade

policy and bilateral FTASA review of the main US actors either exporting to
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or operating in the Jordanian sector is then ptedenA final section
summarises the main points and arguments presentédis chapter and
offers a conclusion on the complex nature of tredpharmaceutical goods
between Jordan and the United States.

TRIPs and Pharmaceutical Production in Jordan and
the United States

At the time of writing there is no single legal emational regime which
governs IPRs with absolute jurisdiction. Copyrigbatent or trademark for
any product or process for which these rights Aggbée can only be provided
by national governments in the territorial entityr fwhich such rights are
required®® In many cases national legislation for the praxrisiof these

protective rights differ and in some cases do na$tan any recognisable
form. However, attempts to manage the internatissle of IPRs have been
underway since the nineteenth centfity and a number of international
agreements do exist. The most important of theseeagents is the WTO
agreement on TRIPs established at the end of thegudy Round of

Negotiations of the GATT treaty in 1994. As botle tnited States (1995)
and Jordan (2000) are members of the WTO and tirersignatories to the
TRIPs agreement their pharmaceutical industriesteatte in pharmaceutical
products are shaped by the rules governing intemelt IPRs through these

institutions.

The World Intellectual Property Organisation (WIP@fines intellectual
property as €reations of the mind: inventions, literary andistic works, as
well as symbols, names, images, and designs usedrimercé®’® In relation

to the pharmaceutical industry this includes batidpcts, such as a new drug

%8 Thomas, J. R., December 21 200%ellectual Property and Free Trade Agreements:
Innovation Policy IssuesVashington: Congressional Research Service Rgudst

%9 See Abbott, F., and Cottier, T., 1998e International Intellectual Property System:
Commentary and Materialéondon: Kluwer Law International.

670 WTO, September 2006,RIPs and Pharmaceuticals Factshe@eneva: World Trade
Organisation p: 2.
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or medicine, and processes by which pharmaceugitalucts are creatéd*
The TRIPs agreement covers a broad range of IPR#ding patents,
trademarks, copyright and trade secrets. Withinheat these areas the
agreement establishes the minimum standard of giretewhich all WTO
members and signatories to TRIPs must abide byo Atsluded in the
agreement are enforcement provisions and a dispatdanism whereby any
dispute is reported to the WTO’s Dispute Settlemigatly (DSB). If one
member state believes that a second is in violatfothe TRIPs agreement
then these states may conduct dialogues througb$e following which if

no settlement is made the DSB will convene a panelle on the disput¥?

The agreement includes the provisions of earlieaties on copyrights,
patents and trademarks. These are the Berne Camventthe case of the
former and the Paris Convention in the case oflatter®”® With regards to
copyrights the TRIPs agreement obligates the memstia¢es to each provide
protection from the time of registration up to anmum of fifty years of
protection from the death of the author or creffdrin relation to
pharmaceutical goods this is not as relevant aigimv as that pertaining to
patents. Here member states agree to provide ttemtpas the exclusive
rights to exclude other actors from producing, gsselling or importing the
patented good’® There are exceptions under certain circumstanegs as in
situations deemed emergenci€sand the control of products or processes
which is viewed as in violation of the ordpublic or morality Patents are
given a minimum of twenty years protection from fillmmg date under the
agreement, after which time they would be off-patenless otherwise
negotiated. It is worth noting at this point thack bilateral FTA signed by
the United States since 2000, including the JUSHTas addressed in some

671 |bid. Note: it is often the case that with devétgpeconomies the product process is
recognised as being protected by internationalgntggaw but not the actual product itself.
$72WTO, April 15 1994 Understanding on Rules and Procedures GoverningSétlement
of Disputes, WTO Agreement, Annex 2, Legal InstntsneResults of the Uruguay Round,
Vol. 31, No. 33, |.L.M. 1226.

673 Berne Convention for the Protection of Literarydahrtistic Works, September 9 1886,
828 UNTS. 221. Paris Convention for the Protectibindustrial Property, March 20 1883,
13 UST. 1.

** TRIPS Agreement Article 12.

®7> |bid, Article 28.

678 Ibid, Article 27 (2).

215



manner this provision. Under US law, patents avergia minimum of twenty

years protection from the date of issuance of @itend. The US concern here
is that intentional delaying of the registrationogess could significantly

reduce the period of actual patent protection opagentability has been

issued under WTO ruléé!

For many developing states, as has been the caderftan, signing up to the
TRIPs agreement has resulted in major structurglisadents in their
pharmaceutical industri@&® Prior to becoming the one hundred and thirty-
sixth member of the WTO and having to abide byptwvisions in the TRIPs
agreement, Jordanian pharmaceutical productionstedsof about 10 percent
unlicensed in-patent produ&s.Under the agreement this would no longer be
possible following the offered adjustment periots¢dssed below). In order
for Jordanian pharmaceutical manufacturers to naetito produce in-patent
products they had to either register these prodwdts the government of
Jordan by gaining a license from the patentee tosdoor be issued a
temporary licence by the government (usually inegtional or emergency
circumstances)® Under the TRIPs agreement the issuance of compulso
licences is allowed although severely restrictedcokding to Article 31,
compulsory licences can be issued if the proposed has:

... made efforts to obtain authorisation from theepabwner
on reasonable commercial terms and conditions andt m
demonstrate that such efforts have not been suoteathin
a reasonable period of time. However, this requermmay
be waived in the case of a national emergency berot

circumstances of extreme urgeriéy.

Furthermore, the issuance of such a license by t@nah government is

revocable at any time, must result in remuneratibthe patent holder and

" Thomas, J. R., 2005.
678 Watal, J., 2001Intellectual Property Rights in the WTO and DevélgpCountries New
Delhi: OUP.
679 Arafat, A., 2001 Pharmaceuticals Sector RepoAmman: Export & Finance Bank, p: 5.
680 |h;

Ibid.
1 TRIPS Agreemerfrticle 31.
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will be subject to bi-annual independent WTO revf8Under these strict
controls the Jordanian government has not issusmhgulsory licence for a

patented pharmaceutical product.

In the case of Jordanian pharmaceutical manufastugeset time limit was
given for abiding by all TRIPs agreement rules. Wi@mber states are
given a transition period from membership to thdFRagreement in which
to adjust and implement all necessary measuresnmply with the stipulated
rules®®® This period is one year for developed states, fjars for
underdeveloped states and ten years for the leasiaped states until 2010,
with the latter extended to 2013. Jordan becamesmber of the WTO in
1999 and had to accept TRIPs provisions immediatébwever, rather than
accepting the five year transition period on offiee Jordanian government
immediately upon becoming a WTO member fully impéeted the TRIPs
agreement® Patent Law No. 32 was drafted in 1999 to supersieeléatent
and Industrial Design Law No. 22/1953. The new digion offered full

compliance with TRIPs regulation, and includesftil®wing features:

1) It allows the grant of patents in all fields of heology,
whether it is a product or a process inventionyigied that
the conditions are met of novelty, inventive stepd a
capability of industrial application. However, thanly
exceptions which pertain to the subject-matter aseld on
Article 27.3 of the TRIPs Agreement.

2) The patent owner's rights are covered in the Jaaddaw in

conformity with Article 28 of the TRIPs Agreement.

3) The law established a mechanism for issuing a ctsopu

licence and limited it to three situations only.ofdover, the

682 h;
Ibid.
683 Maskus, K., 2000)ntellectual Property Rights in the Global Econonwashington:
Institute for International Economics, p: 25.
884 Arafat, A., 2001, p: 5.
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Jordanian law adopted provisions similar, not iaeht to the
provisions of Article 31(a) to (k) of the TRIPs Aggment.

4) The Jordanian Patent Law has introduced a unigoigeon
in order to encourage inventors to register thetepts in
Jordan and this is through Article 4(f), which exded the
novelty term from twelve months from the first apption to
eighteen months after filing an application anywheutside
Jordan.

5) The Jordanian Patent Law has introduced a provisioere,
in the case of an infringement of a process patbatpurden
of proof must be reversed, so that a defendant prose that
an identical product has been produced withoutnging the
rights of the patent owner, consistent with Artigke of the
TRIPs Agreement®

As a founding member of the WTO and leading adwazdt the TRIPs
agreement, the United States was in compliance alltlprovisions of the
agreement at its inception on January 1 1995. Tineet) States has been the
leading advocate of respect for and implementatibprotection for IPRs
over the past three decad&sFurthermore, the United States government has
consistently linked bilateral trade policy to IPSiace the early 19868 As
mentioned above, US bilateral FTAs have addresB&s lin detail and in

most cases have strengthened further complianteintérnational IPR&®

85 WTO, August 13 2001Review of Legislation: JordaiWashington: Council for Trade-
Related Aspects of Intellectual Property Rights3.p:

%8 Arup, C., 2000;The New World Trade OrganisatioBambridge: Cambridge University
Press.

%87 Braithwaite, J., and Drahos, P., 200GJobal Business RegulationCambridge:
Cambridge University Press.

%% Thomas, J. R., 2005.
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Protection of Intellectual Property Rights and the
JUSFTA

The provisions of the JUSFTA pertaining to IPRs avirrgely designed by
the United States and were included in the agreeatethe insistence of the
US government®® There is no evidence that the Jordanian government
actually resisted the inclusion of these provisidtigwever, likewise there is
limited evidence that suggests that during the ti@og process the
Jordanian government proactively pursued the inmu®f agreements on
IPRs related issues. Rather the JUSFTA furthengthens the IPRs regime
within which Jordanian pharmaceutical manufactureust operate. Article 4
of the JUSFTA deals with IPRs by specifying pross on ratifying previous
international agreements, including the Joint Revemdation Concerning
Provisions on the Protection of Well-Kknown Maf¥sand the Patent
Cooperation Treat§?” It is important to note that these provisions weith
regards to Jordan and not the United States. SHig¢ause Jordan was not a

signatory to the previous agreements included wth#deUnited States was.

The FTA also addresses trademarks (Article 4, 66pyright and related
rights (Article 4, 10-16), patents (Article 4, 17)2measures related to certain
regulated products (Article 4, 22-23), enforcemaintPRs (Article 4, 24-28)
and transition periods (Article 4, 29). With regartb the provisions on
patents the JUSFTA has slightly stricter rules ttrenTRIPs agreement. The
process of registering a patent is more demandidglze issuance of a patent
right is made for a minimum of twenty years aftRe tpatent registration
process has been completédFurthermore, the JUSFTA commits both states

to ensure that their statutory punishments foringiEments on IPRs are high

%89 Hazimeh, F., Lead Counsellor for the Jordanianshdis at the WTO, interview held at
the WTO in Geneva, Switzerland on April 25 2007. Mazimeh has been the lead
counsellor since 1999 and has been directly ingblmehe Jordanian accession negotiations
to the WTO, the JUSFTA and a number of other hitdtagreements.

%9 Adopted by the Assembly of the Paris Union for Etretection of Industrial Property and
the World Intellectual Property Organisation in 299

91 Agreement Between The United States of Americahendashemite Kingdom of Jordan
on the Establishment of a Free Trade Aragicle 4 points 1 through 5.

%92 |bid, pp: 6-7.
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enough to deter any such infringements. UnitedeStd¢gislation already
ensures a very high level of protection for IPRsJbrdan prior to 2001 and
the implementation of the FTA, legislation was aststringent. Thus, again
these provisions were largely aimed at strengthesirch rights in Jorddfi:
Transition periods for meeting the provisions intidle 4 varied from
immediate implementation to three years for thded#nt requirements.
Jordanian ratification of the World Copyright Treaind WPPT, for example,
was two years from the entry into force of the Fivhile abiding by rules on
pharmaceutical patents would take effect immedidfél This is in
comparison to the five year adjustment period efidoy the WTO in relation
to the TRIPs agreement. As Hamed El-Said and MoledanE&i-Said have
noted, there exists a significant difference betw@®&IPs regulations and
what has been termed TRIPs-Plus agreements as adhadbilateral and
multilateral FTAS® Here, the provisions of FTAs relating to the petitn
of IPRs can be seen to be much more stringent ti@nWVTO-negotiated
TRIPs agreement.

The Jordanian Pharmaceutical Sector

Pharmaceutical manufacturing as a component ofltihéanian economy is
one of the more dynamic sectors and over the pasdd has been rapidly
emerging as a leading contributor to GDP. The sdmgan to emerge in the
early 1990s. While pharmaceutical manufacturersehbgen operating in
Jordan since the 1960s their activity was limitetd agrowth was not
dynamic®®® However, by 1990 increasing exports to regionatkeis in the
Middle East began to propel the sector forward. Toenestic market is
relatively small with a current population of apyiroately 5.8 million

(January 2008) and was even smaller in 1990 withotal population

%93 See El-Said, H., and El-Said, M., TRIPs-Plus loations for Access to Medicines in
Developing Countries: Lessons from the Jordan-dn8tates Free Trade AgreementThe
ggaurnal of World Intellectual Property\November 2007, Vol. 10, No. 6, pp: 438-475.

Ibid, p: 8.
%9 El-Said, H. and El-Said, M., TRIPS in Bilateralrégments: The Jordan-US FTA, in
Manchester Journal of International Economic L&005, Vol. 2, No. 1, pp: 59-80.
69 Atmeh, M., Deputy CEO of the Jordan Industrialdfss Corporation, interview held in
Amman, Jordan on December 28 2006.
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estimated at only 3.5 million. Furthermore, Eurapepharmaceutical
manufacturers have traditionally captured a largares of the Jordanian
market leaving a smaller share for domestic producAccording to the
Export and Finance Bank in Jordan, European cotiposatraditionally have
supplied about two thirds of the Jordanian market dordanian producers

have accounted for the remaining one tfid.

Under these conditions domestic producers embauket exporting drives
through the 1990s to neighbouring markets. As altiesver the past decade
Jordanian pharmaceutical producers have becomkedkdeng MENA region
exporters to the Lebanese, Iragi, Saudi Arabian WA markets. The
Jordanian pharmaceutical sector is widely seerh@detading such sector in
the MENA region outside of Israel. Production faigk, staff, market access
and quality have all received a better rating tpaAarmaceutical sectors in
other MENA state§?® In 1990 total pharmaceutical exports reached US$49
million, most of which went to the Iragi market (%5 million)®*° This
accounted for 5.8 percent of total Jordanian espartd approximately 60
percent of pharmaceutical sector revenue. By 1388l tpharmaceutical
exports had tripled and totalled just over US$14Hian - most of which was
still to regional markets. Total pharmaceutical @xp continued to rise from
1995 and by 2006 export revenue totalled just ukt$304 million’ As a
share of sectoral revenue exports now stand aeipt - total revenue in the
pharmaceutical sector currently totals US$400 anilli and pharmaceutical
exports are now the second largest exports in viras after T&C goods

representing 4 percent of GDP and 12 percent af éxfports*

In comparison to exports, imports of pharmaceutgabds over the past
decade have seen a much slower pace of growthgslee6.2). This is due to

97 Manneh, J., 200£harmaceuticals Sector Repoftmman: Export and Finance Bank.
6% Ryan, M., and Shanebrook, J., 20&4tablishing Globally Competitive Pharmaceutical
and Biomedical Technology Industries in Jordan:esssnent of Business Strategies and The
Enabling Environment Washington: International Intellectual Propertynstitute
Publications.
jzz Ministry of Industry and Trade: Trade and Investii@formation Database, 2007.

Ibid.
1 bid.
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two factors: firstly the Jordanian market for phaoeuticals remains
relatively small and growth in this market is lietdt by an only average
population growth (2.6 percent) and the over-s#étumaof the market with
producers. Furthermore, unequal income distribuaod relatively modest
per capita income growth (equivalent to approxitya8800 per year over the
past decade) have limited growth in the domesticketaThird, imports had
been growing at a slower rate relative to expautgil 2005, when imports
began to rise at a higher rate than in previoussyes Jordanian corporations
expanded their activities and in particular theipa@rts to traditional markets
(which in 2006 still accounted for almost 90 petcefi pharmaceutical

exports) and expansion into new ones such as Eamgbéhe United Staté&?

Figure 6.1 Total Pharmaceutical Exports & Imports 1991 - 2006
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In an economy which has traditionally had difficest providing enough
employment opportunities to reduce unemploymentirég to a level of
perhaps 15 percent - as opposed to the currentfigial) 30 percent - sectors
which have seen consistent employment growth ayet&k¢he overall health
of the economy®® Employment in the pharmaceutical sector has wéees

solid growth in the past decade and predictiongessigthat this growth is

2 Atmeh, M., December 28 2006.

%3 | bid.

94 Knowles, W., 2005Jordan: A Study in Political Economiondon: IB Taurus & Co Ltd,
p: 98.
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likely to continue’® In 2007 the sector employed just under eight-thnds
workers with four-thousand seven-hundred employedtectly in
pharmaceutical manufacturing. This is in comparigath total employment
of only one-thousand eight-hundred in 1991 — a @Bitent increase in a
fifteen year period”® While the growth in employment in the sector is
important, the location of employment opportunitiasad the type of
employment are equally important. As discussed @p@IZs and other
industrial estates are placed strategically arotimed kingdom - in part to
benefit the local economies and communities. Thpmtaof pharmaceutical
manufacturers now operate in these zones and skitevever, unlike T&C
manufacturers, pharmaceutical corporations are lyntmstated in or around
the Amman area. This is partly because of the Spesgrvices and facilities

needed and access to the relevant labour pools.

Jordanian Pharmaceutical Manufacturers

According to the Jordanian Association of Manufeetsi of Pharmaceuticals
and Medical Appliances (JAPM), the main represérgabody for the

pharmaceutical sector, there are currently sevenieedanian corporations
involved in pharmaceutical manufacturiffg.in 1995 there were only eleven
such corporations with the oldest being Arab Phasuical Manufacturers
(APM) which was established in 1962. The growth tire number of

pharmaceutical manufacturers was slow throughoet 1860s, 1970s and
1980s. However, by 1995 a large expansion in theban of manufacturers
took place peaking at eighteen domestic producgrd0B1l. Some observers

have claimed that this growth in manufacturers shawlynamic and growing

"% Manneh, J., 2004.

9% 1B, 2005,The Pharmaceutical Sectohkmman: Jordan Investment Board, pp: 2-3.

97 Jordan Association of Pharmaceutical Manufactur@rgese are as follows: Amman
Pharmaceutical Industries Co. (APIl); Arab Centre Rharmaceuticals and Chemicals
ACPC); The Arab Pharmaceutical Manufacturing Cod.L{APM); Dar Al Dawa
Development & Investment Co. (DAD); Hayat Pharmdioal Industries Co. Ltd.; Hikma
Pharmaceuticals; The Jordanian Pharmaceutical Matwing Medical Equipment Co. Ltd.
(JPM); Jordan River Pharmaceutical Industries L.(Jorivier); Jordan Sweden Medical and
Sterilization Co. (JOSWE); Al-Kindi Pharmaceuti¢atiustries; Middle East Pharmaceutical
and Chemical Industries and Medical Appliances @tid Pharma); Pharma International
Co. (PIC); Philadelphia Pharmaceuticals; Ram Imikst Co. Ltd.; The United
Pharmaceutical Manufacturing Co. Ltd. (UPM); IPR@umpharma.
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sector’®

The increase in domestic producers has partlydesh increase in
overall sector capital investments, which curremtiyal US$400 million with
production value for 2006 at US$249 million. In qmamison the 1990 figures
stood at US$192 million and US$112 million respesij.”®® However, the
increase in private sector actors in the domesticket has also limited
domestic market penetration for some of the cotpora. The increase in
competition for domestic market shares has larebn confined to domestic
producers while European producers maintain theerall position in the
market’*® Furthermore, only three of the Jordanian pharmtazsu
manufacturers have been able to compete in intenatmarkets in any
sustained manner. The three largest corporatioosuat for 80 percent of
domestic production, 90 percent of exports and Aiermpercent of market
capital’*! These are Hikma Pharmaceuticals, APM and Dar &\® and it

is to these three corporations that we shall now. tu

Hikma Pharmaceuticals

Hikma Pharmaceuticals is currently the largest aoi@h manufacturer
operating in the pharmaceutical sector. Foundeti9ir8 in Amman, Hikma
has pursued a policy of internationalising its \attés and expanding into
external markets in order to increase prdfitan its first decade of operation
Hikma pursued expansion into regional markets, ma®@audi Arabia (where
it is the fourth largest operating pharmaceuticajporation) and Algeria (the
second largest operating pharmaceutical corponatieollowing successful
operation in these two markets as well as the dbcnesirket Hikma began to
implement a set of policies in 1990 aimed at g@graecess to the European
and US markets. This policy has been successfa targe extent and is
attributable to two factors. The first method udedgain greater access to

these key markets was to acquire manufacturing biless in them

%8 1B, 2005.

99 Ministry of Industry and Trade, Trade and Invegitriaformation Database, 2007.

"0 Ryan, M., and Shanebrook, J., 2004.

" Jordan Association of Pharmaceutical Manufact2087.

"2 Ali, M., Director of Foreign Trade Policy, Ministrof Industry and Trade, interview held
in Amman, Jordan on December 22 2006.
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(discussed below). The second method pursued wgardet niche markets
for certain pharmaceutical products by focusingesearch and development
(R&D) and gaining approval for products by the velet regulatory bodies
such as the Food and Drug Agency (FDA) in the Wh8eates!® As a result
Hikma has transformed itself from first a domesticused producer to a
regional actor into an MNC with international operas and sales. In 2006
Hikma had sales in twenty-eight staf&sSignificantly, sales have doubled
since 1996 and the US market now represents 5@meod all Hikma sales
while Europe accounts for 7.8 percent and the MEW@ion including the

domestic market accounts for 42.2 percent of sakenue.

In order to expand into the US market (the worldisgest pharmaceutical)
Hikma purchased West-Ward, a New Jersey, US-basgmbm@tion in 1991.
By 2006 the Hikma subsidiary had been transformednfa loss-making
manufacturer into a profitable operation bringinguS$120 million of sales
revenues’® Through West-Ward, Hikma has gained stable antamable
access to the US market and the expansion of R&Ditaes as well as an
increasing number of USFDA approved products hagwered US sales. In
the European market production facilities in Poatugnd Italy have allowed
Hikma to penetrate the world’s second largest phasuticals market. An
injectable manufacturing facility was built in Pagtl in 2002 consisting of
four production lines. One line produces cephalasgpwhile the other three
lines produce liquid injectables for sale in alkkiia markets. A new seven-
thousand five-hundred square metre cephalosporimufaeturing facility has
been developed in Portugal and is operational asuoimer 2007. Also
developed and operational in 2007 is a productamilify for injectables in
Italy. This plant focuses on producing lyophilizedoducts and works in
conjunction with a new warehouse and packaginditiact®

"3 Hikma Pharmaceuticals, 2008npnual ReportAmman: Hikma Pharmaceuticals, p: 5.

"4 |bid: these are: United States; United Kingdomrt&®gal; Spain; Italy; Germany; The
Czech Republic; Slovakia; Ukraine; Finland; Kazakhs Uzbekistan; Morocco; Algeria;
Tunisia; Libya; Egypt; Sudan; Chad; South Africgri§; Iraq; Saudi Arabia; Yemen; Oman;
Lebanon; UAE; Jordan.

5 pid, p: 5.

1% bid.
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In the MENA region too, greater access to markets heen pursued by
acquisitions and the development of manufacturaggifies. In Saudi Arabia
Hikma has a number of manufacturing facilities odney Jazeera
Pharmaceutical Industries (JPI), which is now fulyned by Hikma (final
acquisition of the remaining shares of JPI tookc@lin Autumn 20063’
These facilities produce solid, semi-solid and iligyroducts but not
injectables. In Algeria construction of a produntitacility for solid, semi-
solid and liquid branded generics began in 2006 amce completed the
facility will supply the Algerian market.

Of more importance to increased product sales aadkeh access is the
attainment of regulatory body approval for Hikmagucts. Prior to 1999 as
mentioned above, Jordanian manufacturers of phautiaal goods operated
in a relatively lenient IPRs regime. However, fellag membership of the
WTO and compliance with the TRIPs agreement, an@lamentation of the
JUSFTA this regime was significantly altered. lder for Hikma, as well as
all other domestic manufacturers to comply with degislation and maintain
domestic and export sales licences would have tolbained for in-patent
products. Furthermore, in order to gain accessh® rhain international
markets not only would licences for in-patent praddibe needed but also the
registration and approval of new products develogeg Jordanian
manufacturers would be required. As is discussethane detail below the
pharmaceutical industry is largely driven (at laaghe medium- to long-term
future) by development of new products. To selldoicis in the US market
approval of both the products and manufacturingifies by the USFDA is
first needed?® Likewise, in Europe approval of both products &aullities is
required from the Medical and Healthcare ProduceguRatory Agency
(MHRA).™**

With regards to generic pharmaceutical goods mahufad by Hikma, the

main production facilities for these products areated in Jordan and Eaton

7 bid.
"8 United States Food and Drug Agency, 2007.
"9 Medical and Healthcare Products Regulatory Age6Qy.
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Town, New Jersey in the United States. Both of @éhieilities have been
given USFDA and MHRA approval allowing goods proéeddn them access
to the US and European markets. Also given apprbyathe US and EU
bodies are the production facilities in Saudi AealdPortugal and Italy. The
facility currently under construction in Algeria aso being developed to
USFDA and MHRA approved standard and so should gaiproval once
fully operational’®® Between 1995 and 2006 Hikma has received USFDA
approval on thirty-three products, the vast majasitthese being approved in
the post-2001 regime. A further twenty-one prodwres awaiting approval,
most of which are CNS, cardiovascular, anti-infeetand musculoskeletal
products. The cephalosporins, lyophilized and tajele goods produced in
the Portuguese and ltalian facilities have receiv#¢RA approval and as a
result sales in the European market have expanaded 1 percent of total
sales in 1995 to 7.8 percent in 2007.

The growth of Hikma Pharmaceuticals over the pétsieh years or so and in
particular following Jordanian membership of the @/Th 1999 has been
dynamic. By focusing on gaining access to inteometi markets by locating
production facilities through acquisitions and tised development, products
have been given a degree of comparative advantageother producers. By
gaining regulatory body approval for many of it@phaceutical products and
by investing in R&D in order to gain approval orogucts in development
Hikma has managed to capitalise on competitive ataeges and has increased
sales in external markets including the US markbiclv is now its most

important sales market.

Arab Pharmaceutical Manufacturers

APM was the first Jordanian pharmaceuticals manufac to begin
operations. It was established in Salt 1962 andirg$ production facility
began operating in 1966. Its core product linetuthe intravenous solutions,

chemical and nutritional products, a small rangeca$metics and a wide

20 Hikma Pharmaceuticals, 2006.
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range of medication$! Growth of APM has been witnessed at a steadily
increasing rate in the past decade from US$16anilih revenue in 1991 to
over US$89 million in 2006. As a result of the charin management regime
of the industry in Jordan, overall sales droppe® X&rcent in 1999 and a
further 6.4 percent in 200687 However, in both years net income increased
slightly as a result of the move towards the prdéidacof higher-value goods
and decreased production costs. Since 2001 sakesrbeovered and posted
strong growth. Sustained growth was also suppobigdthe issuance of
production rights by external MNCs operating in gi@rmaceutical industry
(discussed below). With the small size and rel&tilggh level of competition

in the domestic market, exports have dominated AfeMenue since the
1970s. In 2006 export sales constituted 71 peroértbtal revenues while
domestic sales (17 percent) and public tendersp@2ent) made up the

remaining sales revenués.

As mentioned above, the pharmaceutical industrgxisemely competitive
both within Jordan and in international markets.e Tanly method of
sustaining growth and competitiveness in the medmiong term is to invest
in R&D activities to produce new and quality assugeods. In a sector which
has become highly saturated with relatively smatporations, market share
and overall capital resources can be reduced. Aowprto Fakhry Hazimeh
this has been the case in Jordan since the eaf@si¥ APM realised

relatively early on in the first period of trangimation in the Jordanian
pharmaceutical sector (the second being the p@f-t@ange in governing
regime) that the combining of resources would beesgary to maintain
competitiveness. In light of this APM negotiated taal merger with

Advanced Pharmaceuticals, a small corporation ksheil in 1994%°

According to Issam Hamdi Saket, the Managing Daeof APM, the merger

2L APM, 2007 ,Annual ReportAmman: Arab Pharmaceutical Manufacturers.

2 Manneh, J., 2004,

2 Anon, 2007, Arab Pharmaceutical Manufacturerspoeixmarkets include: Saudi Arabia,
Kuwait, Qatar, Bahrain, United Arab Emirates, Oméamen, Iraq, Syria, Lebanon, Sudan,
Libya, Tunisia, Algeria, Morocco, Nigeria, Ethiopidalaysia, Romania, Bulgaria, and
Trinidad and Tobago.

2" Hazimeh, F., April 25 2007.

2> APM, 2007.
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was seen to be beneficial as Advanced Pharmackluticaught with it a
number of new products as well as an MHRA certifiedduction facility. In
return APM offered relatively large capital resasca large labour pool and
highly established regional marketing systems.

The APM strategy since the mid-1990s has been aptamb the emerging
TRIPs dominated regime governing the internatiqiearmaceutical industry.
After 1999 this strategy has intensified. AccordiogSaket production has
diversified away from the generic pharmaceuticaldgpwhich had dominated
production since APM’s establishment towards highsg added USFDA and
MHRA approved product&® Other efforts to facilitate the flow of technology
and know-how to APM include the arranging of coaeferes, seminars and
trade missions between Jordanian physicians andngicésts (most working
for APM) and experts from other states and corpamaf?’ While APM has
not made extensive efforts to gain USFDA and MHRgpraval for its
production facilities and products it has constanfursued licensing
agreements from patent holdét® The largest such licensing agreement is
held with Takeda Chemical Industries Ltd., a Japargharmaceutical MNC
for the production of goods such as Takepron anchzBa which are
prescribed for ulcer treatment and antibiotic tresit respectively.

The overall growth and development of APM has targe extent not been as
successful as that of Hikma Pharmaceuticals. Howyé¢lre general pattern of
performance has been similar. The change in gavgm@gime has presented
both opportunities and challenges to Jordanianmpaegutical manufacturers.
Both Hikma and APM have developed strategies tobairthe challenges and
exploit the benefits of complying with the TRIPsnuoated international

environment. The growth pattern is similar for Pd&Dawa (DAD), the third

leading Jordanian pharmaceuticals corporation db agethe other smaller

actors.

26 Saket, H., 2006.
27 | bid.
28 |bid
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Dar Al-Dawa

DAD was established in 1975 in Amman as a publiaraholding
corporation. While smaller in size compared to Hakand APM, DAD still
boasts capital resources of US$28 million in 2086while maintaining a
significant presence in the domestic market, DADIldsgely an export
oriented corporation obtaining over 70 percent®févenues from the export
of goods to international markets. Overall growihce 1991 has steadily
increased, however, it is in the post-1999 perlwat tapid growth has been
seen. The majority of this growth has been spubedurther penetration in
regional markets, most notably in Saudi Arabia #mel UAE. Other major

markets include Irag, Libya, Russia and Romaffia.

In 2002 DAD was issued with current Good ManufaomiPractice (cGMP)
from the MHRA for its manufacturing facility locatén Na'ur, Jordard®* Al
goods produced in this facility therefore qualifiedl sale in the EU market.
Other facilities operated by DAD include one in g, Algeria and one in
Tripoli, Libya. Both facilities are geared to seeir respective markets but
exports from them to external markets are limit&dApproval of facilities
and products has not been attained from the USFIt#owgh extensive
efforts have been made since 2002 to gain USFDAoapp status. DAD
manufacturing processes and products have comelimgowith USFDA
regulations and applications for USFDA approval enddeen made for the
Na'ur facility. Even without approval by the USFDBAD operations have

to take place in a relatively strict quality assuw@environment in Jordan.

While manufacturing standards are important imadhufacturing industries,
quality assurance is usually a matter for corpopatey. However, in Jordan

extensive governmental regulations, which have bieetier strengthened

2 Dar Al Dawa, 2006Annual ReportAmman: Dar Al Dawa, p: 7.

30 Export markets are as follows: Bahrain, Qatar, ®malbania, Iraq, Saudi Arabia,
Somalia, UAE, Libya, Yemen, Nigeria, Tunisia, MaltAlgeria, Malaysia, Lebanon,
Romania, Sudan, Lesotho, Ethiopia, Russia, Kuwaltldong Kong.

31 Ryan, M., and Shanebrook, J., 2004, p: 15.

32 Manneh, J., 2005, p: 13.

230



since 1999 have resulted in a relatively strict dstic quality assurance
regime’® Gaining USFDA approval would allow DAD to expantb i

international operations and gain access to thamadgket, joining Hikma as

the only Jordanian pharmaceuticals corporatiomjoyesuch access. As will
be discussed below, Jordanian membership in the Ve the JUSFTA

present Jordanian corporations with more opporgsiio gain access to the
US market and so USFDA approval has been soughtsdweral other

corporations, although not yet achieved.

In order to remain competitive in both the domestiarket and more
importantly in international markets, DAD has apsosued a policy of under-
license production of internationally approved pretd. There are currently
six joint ventures between DAD and its subsidiariggh international
partners across the MENA region and in Eastern fgurdhese include, Dar
Al Dawa — Algeria, an Algiers based marketing arstribution specialist for
pharmaceutical goods (DAD now owns 90 percent f torporation); Dar
Al Dawa Pharma — Romania, a DAD owned manufactusopgsidiary>*
DAD produces under-license goods for New York-badefizer and
Switzerland-based Novarti§> Joint ventures in the domestic market have
also been pursed. DAD owns a 43 percent share tnNw, a Jordanian
corporation established in 1994 which produces kfaby for the domestic
and external markets. Its export markets are bssledly in the MENA region
with sales totalling just over US$8 million in 2068 A second joint venture
is with DADVet (32 percent share), a corporatioeaalising in veterinary
medicines and equipment and in particular the cotmaig of field trials of

products developed by regional and global actdrs.

"3 Ryan, M., and Shanebrook, J., 2004, p: 15.

" Dar Al Dawa, 2006.

% Afram, G., Lloyd, J., and Sayegh, L., 20G4yestment Promotion Sectoral Strategy
2005-2007: Pharmaceuticaldmman: United States Agency for International Aigbrdan.

36 NutirDar, 2006 Annual ReportAmman: NutirDar, p: 4.

3" DADVet, 2006, Annual ReportAmman: DADVet, p: 9.
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TRIPS, JUSFTA and the Jordanian Pharmaceutical
Industry

Joining the WTO in 1999 and thereafter having tengly with TRIPs

agreement regulations transformed the Jordanianmatutical sector. Prior
to 1999, government legislation and regulationha industry had begun to
strengthen quality assurance and compliance witinesanternational

agreements on IPRs. However, the vast majorityooflahian corporations
producing both generic, off-patent and under-lieepsoducts did so without
fully complying with both contemporary good manutacg practices

(cGMP) and, in many circumstances, patent-holdemjssion’*® After 1999

this would no longer be possible in the case ofldkter point and in the case
of the former would not allow for sustained growbh the sector. All

pharmaceutical goods produced in Jordan which weteunder-license or
off-patent prior to 1999 immediately became illeged a result of the
Jordanian government’s decision to forego the ahbvive year transition
period to full TRIPs compliance. It was claimed imany observers both
within the industry and external to it that sustgincompetitiveness in the
domestic and external markets as well as futurevifravould be seriously
undermined by the change in governing regiffidn addition, the JUSFTA
would strengthen this regime with regards to bikdtérade with the United
States. However, according to Fakhry Hazimeh, detismakers in

government and those involved in negotiating WTOmership and the
JUSFTA saw opportunities for further expansionhe sector. Furthermore,
the possibility to strengthen comparative advardagkeady enjoyed by
Jordanian corporations vis-a-vis regional and md#gonal competitors was

anticipated’*°

The change in regime was seen as a bad thing ed®ifs laws and FTA
provisions would have to be enforced, thus hindedamestic production and

raising costs of both manufacturing and productsdfimestic consumers. It

738 Anon, Special 301 Repar2000, p: 20.
39 Arafat, A., 2001, p: 3.
"0 Hazimeh, F., April 25 2007.
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was feared that there would be a loss of revernemdting from the inability
to produce certain goods or the loss of profits ueemuneration of relevant
patent-holders. The resulting decline of Jordargarporations would then
lead to a loss of international and domestic maskere as they would not be

able to compete with European MNCs which enjoydarapital resourceé?

However, these fears have not been entirely rehlige/en the smaller
corporations have been able to maintain sales atidty in the domestic
market. Instead adjustment to the new governingnmegnd exploitation of
the new opportunities created by this shift hasnbssen. Conformity with
international standards has led to USFDA and MHPRfraval of certain
products of Hikma Pharmaceuticals, and some fasliior APM, DAD and a
range of smaller corporations allowing for greatearket acces&? In the
case of Hikma, as mentioned above, US sales nostitae a large part of
revenues, while European sales have increasediyapnte 2001 for APM
and regional exports have risen for DAD. Accesghi® US and European
markets would not have been possible prior to aomity with international
standards and laws. In order to combat the chatepgesented by TRIPs and
FTA provisions as well as gaining USFDA and MHRA&apval, the leading
Jordanian corporations have pursued a number ategies. The most
effective has been to fully comply with the necegsagulations and improve

both manufacturing processes and products.

Encouragement of joint ventures with domestic pleerentical manufacturers
has also been pursued. The results have been teghnand knowledge

transfer, greater capital investment, greater eatemarket access and
increased funds for R&D activith/® Prior to WTO accession Jordanian
manufacturers did comply with some process and ymogatents and so
further compliance has had measured impact. Ag oiggonal states join the

WTO and conform with TRIPs regulations, Jordaniaanafacturers will not

"1 Arafat, A., 2001, p: 3.
42 Ryan, M., and Shanebrook, J., 2004.
3 Manneh, J., 2005.
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be disadvantaged but instead will be in a bettsitiopm to enjoy advantages

stemming from already adjusting to the dominargrimational regime.

In short, the Jordanian pharmaceutical sector lea®rbe an export driven
sector which has been moving towards the followgogls: a greater share of
the domestic market; a greater share of internakiomarkets propelled by
both increased shares in current export marketsaaoess to non-traditional
markets (mainly the US and EU); conformity withamtational standards to
improve quality and thus attractiveness to FDI; soknowledge and

technology transfer through joint ventures witheemtl MNCs; and increased
R&D activity while increasing production levels generic and licensed
pharmaceutical producté?

The Jordanian pharmaceutical sector has become mmach attractive to
external actors since 1999. Growth has been stemmy successful export
expansion is likely to continue. The overall invesnht climate in Jordan was
negatively affected by the build up to and the alctiS-led invasion of Iraq in
2002-2003. Furthermore, continuing problems in §tadle and Lebanon have
kept some FDI away from the region as a whole. Hawnethe Jordanian
market has proven resilient for a number of decaale$ the investment
climate has recovered strongly. As further USFDAprapal is sought
Jordanian exports to and investments in the US etariay increase. This
would be a dramatic shift in bilateral trade re&lati between the two states.
Potential for greater US pharmaceutical exportstexand following the
implementation of the JUSFTA, US pharmaceutical pocations have
actually increased their share of the Jordaniarketgalthough European and
Jordanian actors still dominaté}. However, what is perhaps of more interest
in relation to the assessment of contemporary andd trade between Jordan
and the United States in pharmaceutical goodseiptitential for cooperation

between US and Jordanian corporations.

" bid, p: 27.
4> Ministry of Industry and Trade, Trade and Investiri@formation Database, 2007.
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The US Pharmaceutical Industry and Government

Policy

United States policy with regards to internatiol®Rs deviates slightly from
the overall structure of contemporary US tradeqgyotiutlined in chapter four.
To briefly recap, this thesis claims that US tradelicy has become
increasingly bilateral in nature as opposed to $owy on the multilateralism
of the post-World War Two and post-Cold War eras. particular the
negotiation of bilateral FTAs or Preferential Tradgreements (PTAs) as
some observers have called th€fhunder the Bush Administrations has
become a policy tool used in order to achieve eopadlitical and economic
goals. In short, bilateral FTAs between the Uni&dtes and other states are
not necessarily solely about economic benefit Ity tare also about US
foreign policy goals (see discussion in chapter)tadowever, in the case of
US policy on international IPRs, foreign policy ydaa minor role compared
with domestic and international economic poli¢{Indeed, the inclusion of
stringent provisions relating to IPRs in the Momcand Australian FTAS,
for example, had presented major negotiating problé® In the case of the
JUSFTA the provisions relating to IPRs are not eere as the FTAs the

United States has since implemented with otheestat

While the bilateral FTAs the United States has tatgd since 2000 have
included articles on IPRs, they do not act as tilg policy approach that the
United States has pursued in order to bolster natemnal respect and
enforcement of property rights laws. Rather theaswas at the forefront of
US foreign economic and trade policy from the 14880s and became an
increasingly important issue through the 1990s aheé period of

multilateralism pursued under the Clinton Admirasions’*® During the

Uruguay Round of trade negotiations, the UnitedteStédhad two primary

8 Schott, J. J., 2004, p: 3.

47 Bergsten, C. F. et al., 2005he United States and the World Economy: Foreighc{o
for the Next Decadé@Vashington: Institute for International Economigp: 417-419.

8 Thomas J. R., 2005, p: 7.

"9 Bergsten, C. F., 2005, pp: 19-24.
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policy goals: the first was the creation of a mooacrete governance body for
the international trading regime to replace the GAlstem; the second key
policy goal was the internationalisation of IPR« an system of laws and
regulations which would create a strict and enfabte regim€® As
mentioned above many observers have noted thdiRHles agreement and its
enforcement through the WTO do not necessarily rakkeif the expectations
of the US government or those of many actors inptineate sector. Bilateral
FTAs can therefore be seen as a mechanism throbgin whe United States

can strengthen the regime governing internatioPBislwith FTA partner§*

With regards to the provisions of the JUSFTA relgtio the T&C sector there
is little evidence that the agreement with Jordas wirstly ever expected to
have, and secondly has had a significant impadherJS T&C sector. The
Jordanian market is too small to allow for increb$&éS T&C exports and
using Jordan as an access point to a larger markbe MENA region and
beyond would not be of much benefit as US T&C maatufring exports to
the MENA region are relatively small and static way. There has been no
large scale lowering of the price of T&C goodshi tJS market as a result of
cheaper Jordanian T&C goods being imported on areased scale since
2001. Likewise there has been no significant ireeea US exports in T&C
goods or related material to JorddhMuch of the Jordan-US trade has taken
this form, with no significant impact on the US romy and a significant
impact on the Jordanian economy. However, emploasiBRs has been more
for economic rather than political or strategics@as’>>

There are a number of core economic reasons whyJthed States has
focused on IPRs when negotiating and implementitadeoal FTAs. A 2005
research study conducted by the US Congressiona@edReh Service

concluded that intellectual property is a cornerstof both the health and

0 ovett, W. A., Brinkman, R. L., Eckes, A. E. andkés, A. E. Jr., 2005.
751 -
Ibid.
52 See The United States Census Bureau, Foreign Stadistics Division, data on T&C
exports.
531 ovett, W. A., Brinkman, R. L., Eckes, A. E. andkes, A. E. Jr., 2005.
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competitiveness of the US economy in the twenstficentury®* US
manufacturing industries have been in relative ideclis-a-vis other states
since the 1980s. This is partly a result of theugtdalisation of other states
around the world in the past two decades and phetause the nature of the
US economy has changed. The US economy is nowraaoh a knowledge-
based economy with high value-added products andcss accounting for
increasingly large amounts of the state’'s GBPThe US pharmaceutical
industry is just one example of this, as is thariite sector which is looked at
in the following chapter. The US pharmaceuticalustdy and consumer
market are the largest in the world. There are ®esen hundred and fifty
corporations involved in pharmaceutical manufaagirin the United States
and total revenue for the pharmaceutical secto20@6 surpassed US$289
billion.”® Total employment in the same year amounted to omerhundred
and seventy-three thousand employees (comparedemtyt-three thousand
employees for the United Kingdom and only eightdemusand employees in
Germany — the second and third largest pharmaegidextors in terms of
employment)>’ These figures depict an industry and market fapassing
any other. This sector as well as other knowledgget) and high value-added
sectors are therefore extremely important to theet8omy. Protecting IPRs
such as patents, trademarks and copyrights is aedérey to maintaining the

strength and revenues of these sectdrs.

The JUSFTA, while ensuring that Jordanian manufacsuabide by a strict
regulatory regime for IPRs, does little in terms pfeserving the
competitiveness and revenues of US manufactureitsawn. Likewise, no
single bilateral FTA is entirely significant on isvn in these terms. However,
the spread of the international regime for IPR®ugh the WTO and the
TRIPs agreement coupled with a rising number oéterhl FTAs does.

"> Thomas J. R., 2005, p: 7.

5 Kress, C., Regional Director Middle East and Naftica, US Trade and Development
Agency, interview held in Washington DC, Unitedt8& on March 24 2008.

S PhRMA, 2006)ndustry Profile: PharmaceuticalsVashington: Pharmaceutical Research
and Manufacturers of America.

5"Vvan Beuzekom, B., and Arundel, A., 20@ECD Biotechnology StatisticRaris: OECD,

p: 21.

*® Maskus, K., 2000.
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Furthermore, the bilateral FTAs the Bush Administras have signed since
2000 all have the potential of expanding into largriltilateral FTAs. The

proposed US-MENA FTA being an example of this, vitie JUSFTA being

followed by the Bahrain-US FTA, the Morocco-US FTthe Oman-US FTA

and proposed FTAs with other regional states sadbgypt.

US Corporations Operating in the Jordanian

Pharmaceutical Market

Unlike the Jordanian pharmaceutical sector, thes€tSor is not dominated by
a small number of corporations and actors. Insteack are a large number of
pharmaceutical manufacturers, many of which haueemely large capital
resources and wide ranging activities in many ntarkdowever, even these
large corporations only occupy a small percentdgine US markef™® It is
possible for US-based corporations to have such legels of revenue with
only a limited share of the US market for threeecarasons. Firstly, the sheer
size of the domestic market means that large grofin be made even with a
small percentage share of the market. Second, US&rmateutical
corporations are among the most competitive intbedd and dominate many
international markets leading to large revenuemfexports. And finally, the
large amounts of capital and human resources emglby US corporations
in R&D activity (the highest in global terms) allewthem to remain
competitive and own the rights to new products pratesse$® It is these
latter two issues which are of most relevance tarmlaceutical trade with

Jordan.

US pharmaceutical exports to the Jordanian marke¢ lexpanded relatively
rapidly in the past decade and especially in thst-£6899 period. In 1995 total
US exports stood at just under US$5.08 millions tiigure grew to US$7.6
million in 1999 and totalled just under US$19 nailli in 2006 This

9 Grabowski, H. G., An Analysis of US Competitivesés Pharmaceuticals, Managerial
and Decision Economic§pring 1989, pp: 27-33.

%0 Ipid.

51 Ministry of Industry and Trade: Trade and Investii@formation Database, 2007.
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quadrupling of exports value in the twelve yearqukiis quite dramatic and
translates into US corporations having an increagdete of the Jordanian
market relative to European firms — Jordanian mactufers have also
slightly increased domestic market share as higtddy above. US
corporations have also begun to increase theivibes in the Jordanian
market through investment and joint projects witrddnian counterparts.
This has only been possible as a direct resulhefJordanian government’s
implementation of TRIPs agreement provisions arel JdSFTA provisions
relating to IPRs. As the Jordanian pharmaceutieelos’s operating practices
and regulatory regime comes further into line vitiat of the US sector, US
corporations have been able to capitalise on sdrtfeeadvantages presented

by involvement in the Jordanian market.

In short these advantages are greater access thIENA market through
Jordan, lower operating costs in the developmenm@iv products and
processes through joint R&D activity, and investmepportunities in the
expanding Jordanian pharmaceutical industry. Howedfes far only a small
number of US corporations have been involved in tbedanian sector in
these ways. In fact, according to Fakhry Hazimeh ékpectation in Jordan
was that there would be far greater investment jaind projects between
Jordanian corporations and US entities followin@a%? An examination of
the activities of US corporations in Jordan revehis tendency to engage

with the Jordanian market only at a limited level.

%2 Hazimeh, F., April 25 2007.
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Figure 6.2 US Pharmaceutical Exports to Jordan 1995 2006°°
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Pfizer is one of the largest pharmaceutical MNC¢ha world, ranking third
in global sales (US$32.4 billion per annufff).However, although Pfizer
accounts for approximately 10 percent of globatsasales and activity in the
MENA region have remained relatively limited. Tigslargely due to the fact
that this region only accounts for 10 percent & tilobal market and is
relatively saturated with domestic, European arfteiotJS pharmaceutical
manufacturer$®® A second factor hindering or otherwise discourggjreater
activity in the MENA market as a whole has beengtmvth of other markets
such as India which has diverted investments ames daom the MENA
region’®® Nevertheless, the global pharmaceutical industrty aintained
steady growth over the past decade and a half Aner Rs one of the leading

corporations has continued to expand its globateree’®’

As mentioned above, the changes in the governingjmee for the

pharmaceutical (and other intellectual propertates fields) in Jordan since

83 Ministry of Industry and Trade: Trade and Investtri@formation Database, 2007.

84 Afram, G., Lloyd, J. and Sayegh, L., 2004, p: 16.

"% |pidl.

%® See Pfizer, 2006\nnual Report 2005-200&lew York: Pfizer.

%" Krebs, R., and Greener, MA, Healthy Business - A Guide to the Global Pharmtcal
Industry,London: Urch Publishing Ltd
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1999 have created an environment which is mormewith the US industry.
This theoretically should facilitate the operatiafi US pharmaceutical
corporations in Jordan, whether that is investmsaigs or joint projects such
as R&D activity. Pfizer has explored these oppdties — although only to a
limited extent’®® Pfizer is typical of large pharmaceutical MNCsténms of
its profit making activities. While it is a majorq@ucer of pharmaceutical
goods, it is largely a research-driven global gntbnstantly developing new
products and processes. Due to this reliance on R&Dprofits Pfizer has
been increasingly outsourcing its R&D activitiesmarkets with lower R&D
costs but appropriately high standards of operapngcedures and IPRs

protection.

Since 2000 Pfizer has been expanding its operatiotise Jordanian market.
This is a trend which has not been seen beforbdarsiall Jordanian market
due to its previously weak IPRs regime. The nunadbemployees working in
the pharmaceutical sector in Jordan on behalf afePfincreased between
2000 and 2006°° As mentioned above DAD produces goods which are
licensed by Pfizer — this licence was granted irD120ollowing the
implementation of the TRIPs agreement and Pfizeéesision to start to
expand in the Jordanian market. In 2004 Pfizer tihekdecision to conduct
clinical trials in Jordan as part of its R&D prosdsr cardio-vascular drugs.
In total four clinical trials have been conducteetioa two year period in
conjunction with the King Hussein Medical Centred atiospital in Amman.
The trials are believed to have involved up to twmdred patients.
According to Fakhry Hazimeh the lower operatingtso®r the trials in
Jordan along with the highly skilled professionalsilable to conduct them
and the quality facilities in Amman, attracted BfizThese incentives were
coupled with the now strong IPRs governing regiméardar.”®

%8 Afram, G., Lloyd, J., and Sayegh, L., 2004, p: 51.
%% id.
" Hazimeh, F., April 25 2007.
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Merck and Co.

The majority of large and successful pharmaceuttidCs are relatively old
— due to the length of time it takes to develop meeducts and processes,
pharmaceutical corporations tend to need many yeatsvelop and grow and
Merck & Co. is no exception to this rule. Originaéistablished in Germany in
the late seventeenth century a US-based brancheafkKGaA was set up in
New York in 1891. This corporation was later coodited in 1917 during the
First World War and became an independent US catijoor that same year.
In 2006 Merck & Co. had grown to become the larggsbal pharmaceutical
MNC with total sales of US$51.8 billion per anndfh.

In a similar manner to Pfizer's expansion in Jordderck & Co. has
increased its number of staff working in Jordareffeld since 2000. The vast
majority of these employees are employed in clinidal projects currently
being conducted in collaboration with Jordanianpooations. In the period
2003-2006 Merck and Co. carried out three clintgals at the King Hussein
Medical Centre and Hospital. However, these triaése more limited than
those carried out by Pfiz&? Perhaps the activities of Merck and Co. in
Jordan which are most important are a series otatnal meetings and
academic programmes held in Amman. These peak2d0d4 when seventy-
five were held.”® There were two main aims of these events, whictuited
meetings, seminars and lectures. Firstly, event® ieen focused on IPRs
and strengthening the IPRs regime in Jordan thrabghdissemination of
information pertaining to the TRIPs and JUSFTA agrents. Second, events
were used to share and develop both products acggses as well as R&D
activities being conducted in Jordan by Merck and € While the Jordanian
pharmaceutical industry has not received as greahafit as could have been

expected as a result of implementing TRIPs and JBWSKFPRs provisions,

1 Afram, G., Lloyd, J., and Sayegh, L., 2004, p: 16.

"2 Farraj, E., Chief Advisor to Maan Nsour, CEO of tlordan Investment Board, interview
held in Amman, Jordan on December 24 2006.

™ Afram, G., Lloyd, J. and Sayegh, L., 2004, p: 44.

™ Abu Rahmeh, H., Director of the Jordan Exporterssdkiation, interview held in
Amman, Jordan on December 27 2006.
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observers such as Keith Maskus note that this fafrtachnology transfer and

intellectual engagement is in itself a significantestment.”

Other US Corporations Operating in Jordan: Aventis,

Organon, Bristol Myers Squibb and Eli Lilly

There are in total six US based pharmaceutical MN@srating in the
Jordanian market through sales and investmentzerdnd Merck & Co. have
the largest investments in Jordan but the remaifang corporations do have
a significant presence in the market also in thienfof sales, investment, and
clinical trials. Aventis has tripled its workforae Jordan since 2000. Six local
and relatively small clinical trials as well as elatively large clinical R&D
trial were conducted through 2004 and 2005 in awetjon with the King

Hussein Medical Centre and Hospit4l.

Organon was the first US-based pharmaceutical MN@adnduct clinical
R&D trials in Jordan. In 2000 Organon initiatedwamber of trials for its new
fertility therapy. However, in the past three ye@nganon has had limited
activity in Jordar’” Likewise Bristol Myers Squibb has conducted R&D
trials in Amman, including a three year five-thondaatient trial initiated in
2001 to study risk factors affecting cardiovasciiaglth in Jordah’® The
corporation is also a member of the Jordanian Kiisof Health's
participation in the HIV/AIDS Accelerated Accesstibitive — which is a joint
initiative between a number of MNCs and internaioorganisations which
includes UNAID, the World Health Organisation (WHGhe WB and
UNICEF among other&? Continuing this same pattern of activity, Eli il
has also conducted a number of clinical trials amther R&D projects are
planned for the 2007-2009 peri6i.However, Eli Lilly has not restricted its
activity to this form of investment alone, rathérs currently the only US

" Maskus, K., 2000.

"% Ryan, M., and Shanebrook, J., 2004, p: 10.

""" See Organon, 200Bnnual ReportNew York: Organon.
" Ryan, M., and Shanebrook, J., 2004 p: 10.

" Hazimeh, F., April 25 2007.

"8 Farraj, E., December 24 2006.
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MNC which has a marketing partnership with a Jorlagounterpart (Hikma
Pharmaceuticals) where co-promotion activity takese in both the US and
Jordanian markets for both corporations. Thes&tnies have been driven by
the private sector following the liberalisation dfe investment and
privatisation laws since 2000 and the firming ughef IPRs protection regime

in Jordan.

TRIPs, JUSFTA and the US Pharmaceutical Industry

The US pharmaceutical industry is driven by the eltggment of new
products through R&D activity — as well as on finah flows and capital
investments. In order for US pharmaceutical corpana to maintain their
profit margins and market presence they continudetieelop new products.
However, R&D activity is very costly in terms ofgital resources, time and
manpower. In the pursuit of reducing R&D costs andreasing profits
corporations such as Pfizer and Merck and Co. ppavsued the outsourcing
of some R&D activities to other states and markelere R&D costs are
lower but where high standards and operating proesdare met along with
IPRs protection being guarante®dIn markets where IPRs are not enforced
or respected there is little incentive for pharmaical manufacturers to
conduct R&D for fear of the likely theft of techiogly, information, products
and processes. However, through the US governmgaotously pursuing the
implementation of the TRIPs agreement and morengsrit bilateral
provisions relating to IPRs, more markets are beegnbusiness friendly’ for
pharmaceutical manufacturéfé.As a result outsourcing of R&D activity is
taking place at an increasing pace and is likelycdatinue. This includes
outsourcing to the Jordanian pharmaceutical se¢twe.lack of enforcement
of IPRs in neighbouring states such as Syria, Bad Egypt has further
helped promote the Jordanian market as a regioralkeh for R&D

outsourcing.

81 Maskus, K., 2000, pp: 53-57.
82 3chott, J. J. (ed.), 2004, p: 252.
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The very nature of the pharmaceutical industry radhat the outsourcing of
production is not often witnessed. In the T&C intyisnoving manufacturing
plants to less developed states usually has thefibeh lowering production
costs and thus increasing profits. However, theypctoon of pharmaceutical
goods is characterised by relatively low productosts (as opposed to very
high R&D costs) and low transport costs no mattbere they are produced
due to the fact that the goods are small, light mr@ds produced. Of course,
the production facilities are relatively expensite construct, operate and
maintain. This is necessary in order to gain apardy regulatory bodies
such as the USFDA in order to sell the goods inldhgest markets and so is
unavoidable. Also, it is the development of the doucis not the actual
manufacturing of them which is expensive — agais Has little to do with
where they are actually manufactuféd.According to Professor Michael
Ryan, the fact that the manufacturing of pharmaceutgoods is rarely
outsourced is precisely why US corporations havieimgested in Jordan in
that way’®* Rather, Ryan suggests that investment in the peeuiical
sector comes in the form of R&D, product licensiagd clinical trials (in the
case of the latter usually because payment and @osagion costs are
extremely low in developing states such as Jorf8nj.is in these areas that
US corporations have begun to invest in the Joestapharmaceutical sector.

As mentioned above, US corporations in the pas jiears have increased
their range of activities in Jordan. Sales havewgraelatively rapidly but
investment has been slightly slower to emerge. Hewea number of key
R&D and clinical trial projects have been conducted are currently
underway. With the continued strengthening of threldnian IPRs regime and
further marketing by Jordanian corporations theeeigmces of Pfizer, Merck
and Co. and Aventis will possibly lead to more stweent and clinical trials.
Furthermore, this is likely to take place not jnstween Jordanian actors and

the US corporations discussed above but also ttSdrased actors.

83 Ryan, M., and Shanebrook, J., 2004, p: 18
84 bid.
83 |bid.
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Conclusions

This chapter has discussed a second form of tretdety between Jordan and
the United States: trade in high value-added, abpittensive and high-
technology manufactured pharmaceutical goods. 8tgdyis form of trade
develops the overall analysis in this thesis a$férs an analysis of a different
form of trade in a number of ways. Not only is tiipe of economic activity
very different to the activity in the T&C sectorsdussed in the previous
chapter but it also entails different institutiofl@meworks, different types of
actors and different processes. In chapter fivelalvan state and non-state
actors as well as foreign actors operating in Jodtaminated bilateral trade
in T&C goods. This is quite fitting due to the na&wf the Jordanian economy
as a less developed one which has had only measuocedss industrialising
and so specialises in labour-intensive, often lale-added manufactures.
However, the United States represents the mostnaddaeconomy in global
terms and has by far the greatest resources dedidat R&D in high-
technology industries.

As discussed above the pharmaceutical industryiverd by R&D and large
capital pools. Thus the US economy would natura#yexpected to be more
dominant in trade in pharmaceutical goods. Howetler,analysis presented
in this chapter demonstrates that trade betweettadcgnd the United States
in pharmaceutical products is much more even thaumdvbe expected. Trade
levels are much more even in value terms than ssdetin T&C goods.
However, this is not simply because actors baseditimeer market are as
competitive as each other. It would be more appaitgrto claim that trade
between the two markets is in fdchited to the same extent. Jordan-based
actors are largely uncompetitive in the more adednaternational markets
such as the US and EU. Furthermore, they havevelatiow capital assets
and limited access to some of the latest technedogind either have not
attempted to or have failed to receive approvainftbe relevant regulatory
bodies in foreign markets. Only Hikma Pharmacelgidaas managed to
penetrate the US market to any great extent. Neskeds even this
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corporation’s levels of trade with the US marke¢ guite insignificant in

overall market terms. For actors based in the dni¢ates the Jordanian
market simply is not attractive. Over-saturatiortted market supply due to a
large number of small Jordanian corporations amgelaEuropean MNCs
along with the limited population size, limited ome and resulting small size

of the market have largely discouraged US-baseatsaact

Regardless of the small levels of overall tradewbenh the two states in
pharmaceutical goods significant elements of thigigel economy of trade
between them can be discussed. Here there are awofeatures which are
important in understanding both the nature of Jofd& economic interaction
and the role of the international institutions 8tates have engaged with. In
the first instance, trade liberalisation seemsaeehhad little impact on overall
levels of trade in pharmaceutical products. The aespn of Hikma
Pharmaceuticals into the US market dates back g¢oetirly 1990s and so
predates the period of liberalisation and increastde level cooperation.
Exports of goods from the US market to the Jordamarket are very limited
in value even though they have seen significanesmses since bilateral trade
liberalisation was embarked upon. However, some ddforations have
begun to operate in the Jordanian market since R2Offe form of joint R&D
ventures with Jordanian actors and clinical triakbeit in a limited capacity.
This has only been made possible due to Jordamiaivement in IOs such as
the WTO and adherence to various regimes sucheasRIPS agreement and
JUSFTA. This form of activity (while not overly sidicant in trms of scope)
has thus emerged as a result of the state levaitdaon of trade through

international institutions.

The question regarding which state interests haen lpursued and if these
are being achieved must also be addressed agan Referring back to the
discussions in chapters three and four it was oeted that the Jordanian
government has pursued policies of political an@énemic reform and
engaged with international institutions in orderpirsue sustained economic
growth. With regards to the United States the psdjmn was put forward that

the US government maintains traditional interestdaordan and the MENA
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region based largely on security and support ferfareign and economic
policies there. The state level cooperation witliddo and the resultant
facilitation of bilateral trade through trade libBsation and international
institutions is one element in the United Statdfres to deepen state level
cooperation and market integration with Jordan. E&nalysis of trade in
pharmaceutical products does offer some insight®ihow successful the
pursuit of these interests has been. The reorientaf the Jordanian domestic
regulatory regime and engagement with global reguofaregimes for
pharmaceutical goods, especially protection fordPBs begun to lead to an
adjustment in the domestic sector and competitiseé actors involved in it.
However, trade liberalisation with the United Ssages mentioned above has
had limited impact thus suggesting that economamgn in the sector and
thus the broader economy may be slow to materialibe United States’
facilitation of trade in this sector has not sigrahtly deepened the integration
of the two markets. There are signs that greasde tvel cooperation through
joint engagement in the WTO-led regime governingdPfor example, could

lead to greater cooperation through unifying sotatesnterests.

The issue of the balance between multiple relati@t®/een different actors at
the domestic and international levels and the gamgght and achieved at
these different levels is also illuminated by tinalgsis presented here. Unlike
the rather unipolar gains achieved by the Jordasiate and market due to
trade in T&C goods, there seems to be more evers gaith regards to trade
in pharmaceutical products although the United éStatould be seen as
gaining more. Trade levels are not very high andialuan exports to the US
market account for a slightly greater share ofdterall trade. Nevertheless,
the Jordanian adherence to various internationa@eagents and the JUSFTA
and thus international regulatory regimes for prer@utical goods means that
US actors gain to some extent in economic termgewthe US government
gains by expanding the network of (largely US insg international
institutions governing these products. The impact bwoader state level
cooperation and integration in both the economid g@olitical spheres,
however, does not seem to be greatly impacted bgathe liberalisation of

trade in pharmaceutical products. Some measureasfoenic integration and
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political cooperation is evident within this sectmst there is little evidence
that suggests this cooperation can go beyond ssgémific interests. In order
to develop the analysis of the political economyratie between Jordan and
the United States and to answer the core questioamecessary to examine

one final form of trade relations in the followinbapter.
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Chapter Seven

Bilateral Trade in Banking and Insurance

Services
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Introduction

This third case study chapter examines the framlefWrand nature of trade
in banking and insurance services between JorddrirenUnited States. The
assessment and analysis presented develops thall cwexmination of the
political economy of trade between the two statesobking at a ‘third form
of trade activity’, broadly defined as services.isTkhapter examines and
analyses Jordan-US trade in banking and insurareess as case studies of
financial services trade. While the previous twapmers have presented
analyses of trade in low value-added and high wkhsded goods
respectively, the analysis here presents yet anatiigue picture. Despite the
increasing integration of, and rising trade leVs$ween the two economies,
the low levels of trade in banking and insurana®ises prevalent in the pre-
2000 period persist today. The significance of thtk of trade activity lies
not in contemporary economic opportunities beingsad but in the overall
potential for Jordan-US trade relations. Furtheemdhis analysis offers an
insight into the ways in which the political econpof Jordan-US trade may

hinder rather than promote trade in banking andrarsce services.

This chapter also represents a discussion of howperation between the
United States and Jordan over the past decadetdsd latter to engage with
a number of regulatory regimes through the Genkgatement on Trade in
Services (GATS) and the JUSFTA. This discussionmenas the nature of
inter-state cooperation with regards to thesetutgins and coupled with the
developments in actual market interaction assegsesmpacts upon state
level interaction and cooperation. As with the poeg four chapters a
multitude of both state and non-state actors amm@ed and the multiple
links between these actors and relevant issuesarsidered. Furthermore,
the impact of trade liberalisation and interactiorthe banking and insurance
sectors upon the state policy interests outlinedhapters three and four is

assessed.
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Any study of trade in financial services is at Hane time both complex and
limited. The very nature of financial services s a number of problems
for the quantification and regulation of such atyiveven at the domestic
level. At the international level this is even malifficult. The result is that

studying trade in financial services can be residic However, some forms of
financial services are easier to study than others indeed there is a great
variation in these service sectors which need taléarly defined. The first

section of this chapter thus defines what is mégriinancial services, what
the various forms are and how they differ, and Whforms are most

important with regards to trade in banking and iaege services between
Jordan and the United States. The banking andansarservice sectors are
introduced as the sectors analysed here and byg goithe intention is also to
clarify the rationale for the study of these sesgidn this chapter and the

exclusion of others.

Due to the nature of financial services and theiportance to economic
activity at all levels, the international framewogoverning these services
directly shapes the domestic framework. The seamution of this chapter
thus examines the international and domestic régyldrameworks within
which Jordan-US financial services trade takesepldtuch the same as with
trade in T&C and pharmaceutical goods, trade irarfaial services is
governed by a comprehensive international framew®dhtough the WTO-
negotiated GATS, trade in all forms of services bhaen liberalised (an
ongoing process) and governed since the mid- ®1800s. As members of
the WTO, both Jordan and the United States arertrambers of GATS and
the international framework for services trade. tikemmore, the JUSFTA
includes provisions on trade in services whichrgjteen and advance the
provisions of the GATS agreement.

Due to the limited nature of trade in banking ansurance services between
Jordan and the United States it is useful to exantne condition of their
domestic financial service sectors. Section fouersfa discussion of the
Jordanian banking and insurance sectors followedahgiscussion of the

counterpart sectors in the United States in secfior. An in-depth
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assessment of all financial services trade andréhevant sectors in the
domestic markets is not possible in this projectoider to offer as accurate
and representative an analysis as possible of tmadBnancial services

between Jordan and the United States two of the prosinent sectors are
analysed here. The overall characteristics of datoss and the activities of
the most prominent non-state actors are discus$skd. involvement of

Jordanian-based financial services actors in thdikicial services market
is insignificant and so only a brief discussionnsluded in this section. An

analysis of US-based corporations’ involvementhie dordanian banking and
insurance market is also presented. As mentioneyeabquantifying and

monitoring trade in financial services is not coetply possible and so the
scale of trade in empirical terms is not comprelvehgincluded here. Rather
this section offers a discussion based on the a@awolved and the type of
activities and services provided as well as th@saf activity as can best be

presented.

A final section summarises the main points and ments presented in this
chapter. Conclusions are offered on the complexgied limitations of trade
in financial services between Jordan and the Untades arguing that the
political economy of Jordan-US trade coupled withrket specificities limit

trade in financial services and banking and insteagervices in particular.

Trade in Financial Services

Financial services are in many ways the most iatlegiement to both
economic activity (of all forms, both official ambn-official) and economies
in general’®® In fact, all areas of modern economic activity dependent on
access to financial services of one kind or anotharthermore, the modern
global economy could not have developed without gnesence of the
diversified intermediation and risk management ises/ supplied by the

global financial systerff’

8 Kono, M., Low, P., Luanga, M., Mattoo, A., OshikavM., and Schuknecht, L., Opening
Markets in Financial Services and the Role of GAIRSVTO Special Studie2007, p: 1.
787 (thi

Ibid.
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It is perhaps most appropriate to refer to therd#dn of financial services
agreed upon during the Uruguay Round of trade magmis when the
liberalisation of trade in financial services washered to the fore of
international trade discussion. The participantsha round of negotiations
listed a great many services broadly split into tSeparate categories. The
first category is insurance and related servicds|ewthe second is banking
and other financial servicé® The former includes the following services:
life and non-life insurance, insurance intermediat(broking and agency
services) and trade insurance as well as offierShe latter includes:
“acceptance of deposits; [...] consumer credit, naayggcredit, factoring and
financing of commercial transactions; financialsieg; money broking and

settlement; énd clearing services for financial assef>

Trade in financial services includes a great mantiviies, some of which are
officially recognised and some not. A range of eliéint types of actors may
be involved in financial services - as suppliersconsumers - including
corporations, governments, individuals or groupgghlighted by Susan
Strange in a number of her wofksas groups such as the Mafia and other
criminal syndicates), NGOs and so on. In relationnternational trade in
financial services, the common definition is thecuocence of one actor
residing in one state supplying a consumer in arsgovith a service(s)
without the establishment of a branch or subsidiarthe said second state.
The actor providing the financial services couldidEated in the state where
it is headquartered or in a third state, and sepgiconsumer of the service(s)
in a second statd? However, for the purposes of this study it is val& to
also include the activities of financial servicagpgliers based in one state
(either the United States or Jordan in this casé)e second states opposed

\WTO, 1997, Financial Services, \Morld Trade Organisation Press Brief

8 These are re-insurance and retrocession, semipéiary to insurance.

OWTO, 1997.

™ Including: Strange, S., 198&asino Capitalism Manchester: Manchester University
Press; Strange, S., 1988; Strange, S., 18188, Money Manchester: Manchester University
Press.

92 OECD, 1999, Cross Border Trade in Financial SeszicEconomics and Regulation, in
Insurance and Private Pensions Compendium for Emgrd=conomies,Paris: OECD
Secretariat, p: 3.
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to justfor actors based in the second stdter example, this entails the study
of operations of actors such as the American Lifsuftance Corporation
(ALICO), a US-based MNC, which has offices locatedJordan to supply

services to the Jordanian market.

A more comprehensive outline of the modes of supplyinternational
financial services as described by Allan Websted d&hilip Hardwick
includes four elements. These are as follows: ebosder movements of
financial services (as in the OECD definition abovenovements of
consumers to the importing country (including tearj work placements and
so on); establishment of a commercial presencefareagn country (as with
ALICO’s operations in Jordan); and finally tempgranovement of persons
to a foreign country to provide the servid.In this study the approach to

trade in financial services incorporates these foades.

Measuring trade in financial services is, unfortehg not an easy task and
there still exists a serious short-fall in avaiialand reliable data on trade
flows in financial service§’* According to Webster and Hardwick, while data
is stronger for trade flows between the larger eoan centres in the Triad of
North America, Europe and South East AStajata for intra-regional trade in
financial services for less developed states inotythe MENA economies is
relatively weak’*® Furthermore, data pertaining to trade in finansiivices
between MENA economies and international marketdss weak and can be
unreliable. However, the data for Jordanian-USdrttht has been collected
for this study is from reliable sourd&as well as being reinforced with data
gathered during field research work in Amman, Wiagtun and Geneva. It

must also be noted here that in order to studyetradfinancial services,

93 Webster, A., and Hardwick, P., International Trau&inancial Services, ifihe Service
Industries JournglSeptember 2005, Vol. 25, No. 6, p: 724.

" bid, p: 721.

% For example, The OECD International Trade in SmwiStatistics Database offers a
relatively good range of data for OECD members.

"% See Armdt, H. W., 1986Jieasuring Trade in Financial ServiceSanberra: Australian
National University Research School of Pacific &sihn Studies.

7 Data is available from the Jordanian Ministry ofduistry and Trade’'s Trade and
Investmentinformation Database and the United States CensusaB’s Foreign Trade
Statistics Database as well as The United Natiate sburce UNCOM.
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banking and insurance operations which equatentméial goods or products
are excluded from this chapter. For example, tragecorporate and

government bonds are not examined as these areeddaene to be financial
products and not services.

The International Framework for Financial Services
Trade: GATS and JUSFTA

Established in 1995, the GATS agreement is the oaipprehensive set of
multilateral rules and commitments pertaining tatestregulation of trade in
services'”® There are two elements to the agreement whichrgments must
abide by: the first is the framework agreement Wwhocitlines the rules and
disciplines governing trade in services; and tremsd element is the national
scheduleg?® This latter is the mechanism by which nationalegaments list
the service sectors which they wish to liberalisd allow foreign access to.
Furthermore, these schedules outline the extemthich the chosen sectors
will be liberalised® Sally Stewart has suggested that GATS has been les
scrutinised than other multilateral trade agreesahie to the relatively
flexible nature of the schedule elem&Ht. This is because national
governments themselves create their individual dales according to
national positions and are not (at least formatliged under GATS to
include all service sectof&?

The agreement covers service sectors includingndiaaservices in this same
manner, through the two elements mentioned abdverelare, however, two
broad service sectors which are excluded which seevices provided in
support of government authority, and air transpéirthermore, GATS

includes all of the four modes of the supply ofvgsss outlined above, thus

"8 Das, D. K., Trade in Financial Services and théeRidf GATS, inJournal of World
Trade December 1998, Vol. 32, Issue 6, p: 79.
WTO, 2001GATS: Fact and FictionGeneva: World Trade Organisation, p: 6.
800 |4;

Ibid.
81 Stewart, S., 1993The Impact of GATS in the Financial Servicknchester: Prentice
Hall Ltd.
892 E| Hachimi, S., Head of External Relations Divisiof the WTO, interview held in
Geneva, Switzerland on April 24 2007.
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aiming to comprehensively liberalise trade in smagi for WTO member
states. Under the agreement the Jordanian and W&rrgoents included
financial services in their respective scheduless worth briefly assessing
these provisions which, while superseded by theRI4Sin relation to US-

Jordan trade, form the basis of the FTA provisiand continue to shape their

respective trade in financial services with othates.

The GATS schedule of the United States is relativedbre complex than that
of Jordan. This is a result of the difference imesand complexity of the
financial service sectors and overall economy eflthmited States in relation
to those of Jordan and the position of the UnitedeS in the global economy
and the subsequent intricacy of trade related Giarservice activitie8*

With regards to the insurance and insurance-relatedd-sectors the
complexity of provisions for market access andarati treatment in the four
modes of supply (as outlined above) originate wifta fact that there are
varying provisions for different states. Constasrbas the majority of states is
that government-owned or government-controlled aafons, whether US
or foreign, are not allowed to participate in thé lihsurance sect8?

National treatment of foreign entities is for theosh part equal across all
states and equivalent to treatment given to domesttities. There is one
major exception to this rule pertaining to maritiingurance “[w]hen more
than 50 percent of the value of a maritime vesdedsg hull was built under
federally guaranteed mortgage funds is insured hyoa-US insurer, the
insured must demonstrate that the risk was sulisligrfirst offered in the US

market.’8%

In relation to all non-insurance related finan@atvices, including trading of
securities, trading in derivative products and ipgodtion in the issues of

government debt securities, market access and naatitreatment are

893 Bergsten, C. F., A New Foreign Economic Policytfee United States, in Bergsten, C. F.
(ed.), 2005,The United States and the World Economy: Foreigon&mic Policy for the
Next DecadeWashington: Institute for International Economigp: 3-7.

804 Communication from the United States of Americajted States Schedule of Specific
Commitments Under the General Agreement on TradeSearvices, World Trade
Organisation, 27/02/2003, S/IDCS/W/USA, pp: 51-61.

895 |bid, p: 51.
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liberalised under the four modes of supply. Meckiasi and provisions vary
across US states resulting in an occasionally aditory governing regime
for trade in financial services in the US markedr Example, some states,
such as Tennessee, Mississippi and Missouri, ddhvaa¢ the mechanisms to
register a new branch or subsidiary of a foreigmfif it is not already

registered in another US state which does havertaehanisms in plad8®

There are also restrictions on the status of nep#isons operating in the US
market. US citizenship is required for higher leeehployees of insurance
firms in many states, while residency status isuireg for lower level

employees wishing to operate in a high number atest Furthermore,
licenses for some insurance and non-insuranceecklattivities such as
consultancy and risk assessment are not issuedntoesidents of the United

States in some states such as Alabama, Hawaii anth@®’

Overall, the schedule of the United States underT&Aallows for the
liberalisation of the domestic financial servicester and international trade
in financial services. However, there are variaion the liberalisation

allowed under the provisions of the schedule betvekierent states.

The Jordanian schedule also allows for much lilsatbn of the sector and
related trade, however, it is much less complex@ades less limits than the
US schedule. The provisions result in a largelyawnia governing regime in
the modes of supply for insurance-related and nsorance activities except
for several forms of insurance activity where sugpleither have to be based
in Jordan or have branches located in Jofg&furthermore, 100 percent
foreign ownership of firms located in Jordan isoakéd. Much like the
schedule of the United States, the Jordanian stdgiaces relatively strict
limits on the presence of natural persons. For nfiosincial services the
presence of natural persons from abroad, eitherosmgh by a foreign or

Jordanian entity, is restricted to high level enypks or professionals with

8% United States GATS Schedule, 27/02/2003, p: 52.

87 |bid, p: 64.

88 Communication from the Hashemite Kingdom of Jord&@chedule of Specific
Commitments Under the General Agreement on TradeSearvices, World Trade
Organisation, 15/12/2000, GATS/SC/128, pp: 23-29.
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skills lacking in the Jordanian workforce either mumber or quality®®
Market access under the four modes of supply fam-ineurance related
activity is limited to registered banks and final@ervices companies — as is
the case in the United States. Only registeredientare permitted to operate
in the market in areas such as the taking of depasi other repayable

transactiong!°

According to Lawrence Summers “[bluilding a moréeefive international
financial architecture that can ensure that caflitals are sustainable as well
as strong is of profound importance around the av8t* It is precisely this
perception of the global financial services matkeit fashioned the elements
of the JUSFTA which deal with trade in financiaingees. The FTA text
incorporates all of the provisions of the GATS shilles for Jordan and the
United States as well as the framework agreememules and regulations.
The result is to further strengthen the governiegime between the United
States and Jordan for trade in financial services.

The Jordanian Banking and Insurance Sectors

The Jordanian economy has traditionally been serwiented. The wide-
ranging processes of economic and political refdreeussed in chapter three
have included liberalisation of the banking andumasce sectors in much the
same way as in non-service sectors such as the a®&(L pharmaceutical
sectors. However, according to Dihel and Kardodghduccess of reform in
financial service sectors has been relatively mixed is seen as being
limited 8% Nevertheless, the banking and insurance sectarssignificant

components of the Jordanian economy and since R&&® seen solid growth.
However, Jordanian banks and insurers remain smatklation to their

counterparts in other markets, are generally natpsgitive in international

899 Ipjd.

810 pjg.

811 Summers, L. H., Building an International Finahdachitecture for the 2% Century, in
Cato Journal Winter 1999, Vol. 18, No. 3, p: 322.

812 Dihel, N., and Kardoosh, M. A., 200®/hat Constrains Services Trade in Jordan: Weak
Infrastructure, Regulatory Barriers or BottAmman: Jordan Centre for Public Policy
Research and Dialogue, p: 7.
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markets and as a result have failed to exploitdpportunities in the US
market for financial services provided by the GAG@eement and JUSFTA

provisions.

Growth in the Banking and Insurance Sectors

At the same time as reform and liberalisation & ihsurance and banking
sectors has not been overly robust, growth in #gtinr these sectors has been
quite strong since 2000. The first ‘modern’ dome$ianks were established
in the kingdom in the early 1950s shortly afterapedndence. As it is a
relatively short period of time since the initiainergence of the banking
sector in Jordan, and it is thus a relatively yosegtor, it is worth looking
back at the historical data from as early as tr&039Through the 1960s the
number of banks remained limited and total captdets were perpetually
small, even in comparison to similar markets irtestasuch as Lebanon and
Israel. For example, total deposits with licensadks in 1964 were a mere
US$68 million while by 1970 this had only risend&$81.4 million®** Dew,
Wallace and Shoult argue this lack of growth was ttuthe small size of the
market and its low level of maturify* However, with increasing economic
activity, rising income levels and increased in&ign with regional capital
markets through aid and worker remittances cominghfthe oil producing
state$™ the 1970s saw significant growth in the bankingtme - with
deposits totalling US$1.14 billion by 198%.

The economic recession and crises discussed inteshdpree which

characterised the 1980s led to stagnation in th&ibg sector. Following the
implementation of the economic reform policies dedi in the early 1990s the
banking sector once again began to grow in-linéhilie overall economy.
The boom-bust cycles in the banking sector now dedmave been broken, or

at least limited to minor adjustments. Since theagh of the early 1990s the

813 Ministry of Industry and Trade: Trade and Investtriaformation Database, 2007.

84 pew, P., Wallace, J., and Shoult, A., 2004, pf2-209.

815Bouillon, M., Walking the Tightrope: Jordanian Ein Policy from the Gulf Crisis to the
Peace Process and Beyond, in Joffe, G. (ed.), 20@,

818 Ministry of Industry and Trade: Trade and Investiriaformation Database, 2007.
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banking sector has remained relatively strong witbwth since 2000 being
healthy®’

A number of factors have been involved in the glowttnessed since 2000.
In the first instance, transformations in the ragjoh of the sector began to
attract foreign investment and foreign exchangeupBad with rising levels of
international trade and overall rising levels afame, the banking sector was
able to capitalise on greater capital floWs.Third, the increase in and
sustained high levels of oil and natural gas prgiase 2001, while resulting
in higher import costs for the economy as a whiode led to a rapid increase
in investments, savings and remittances from oitl agas producing
marketss™® The fourth factor sustaining the current boom wrdanian
banking is the repatriation of petro-dollars fromstern markets (mainly US
but also European) in the post-9/11 environment] #Hreir investment in
MENA markets. The Jordanian market is seen asestafdl so has benefited

form further investment.

The development of the banking sector is appardmnwconducting a brief
guantitative study of the capital assets of licensanks (both domestic and
foreign) and the foreign reserves of the CentraikBaf Jordan (CBJ) - which
is the banking sectors main regulatory body. Witlgards to the latter,
through the first quarter of 2007 the CBJ held igmecurrency reserves of
US$6.318 billion - equivalent to six months worthtlee kingdom’s imports
of goods and services. This was an increase of &s82r 3.5 percent on the
end level for 2006. The CBJ’s foreign reserves gtabonly US$3.56 billion
at the end of 2002 and at US$2.268 billion in 17Furthermore, total
deposits at licensed banks totalled over US$21l®rhi an increase of over
US$646 million, or 3.1 percent on the end level 2006%** The equivalent
figures for 2002 and 1997 were US$13.2 billion ab®$9.1 billion

817 El Hachimi, S., April 24 2007.

88 Dihel, N., and Kardoosh, M. A., 2006, p: 12.

819 pid.

820 cBJ, May 2007Research Department Monthly Repdkmman: Central Bank of Jordan,
p: 5.

821 bid.
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respectively. See figure 7.2 below for a compreivensverview of the size

and growth of the Jordanian banking sector.

Figure 7.1 Central Bank of Jordan’s Foreign Reservg 1964-200%2
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Expanding credit facilities are also another kewrgitative indicator of the
size and robustness of any banking sector. Creehition and distribution has
traditionally been the weakest element of the Juedabanking sector and
was a main characteristic of the sector’'s lack aftumty until the 1990s.
However, this too has seen growth since 2000. Byetid of the first quarter
2007, outstanding credit facilities extended byetised banks totalled
US$14.598 billion, a 3.1 percent increase on thd kvel for 2006, or
US$645.9 millior??® The equivalent figures for 2002 and 1997 were
US$7.238 billion and US$5.61 billion respectivé®yAccording to Sabri Al-
Khassib the banking sector has seen significanvtir@ver the past decade
and especially since 2000, this has been drivedobganian and international
actors operating in the domestic marfk&tHowever, Jordanian actors have
not witnessed much growth in international marKdtscussed in more detail

below).

822 5ource: Central Bank of Jordan.

823 CcBJ, May 2007, p: 5.

824 CBJ, 2006,Yearly Statistical Series: Money and Bankimgmman: Central Bank of
Jordan.

825 Al-Khassib, S., Head of Research, Amman Chambe€ahmerce, interview held in
Amman, Jordan on December 24 2006.
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Figure 7.2 Total Deposits and Credit Facilities wh Licensed Banks in
Jordan 1964 — 2008*°
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The insurance sector has witnessed a similar psoock®stablishment and
expansion. According to the Jordan Insurance FédardJIF), the main
regulatory body for the insurance sector in Jordamas during the late 1940s
and early 1950s that the insurance sector begamé&sge. The initial impetus
came as a result of the expansion of marine trahspmugh the port of
Agaba and the small but growing number of cars alffAieGrowth in the
1960s and 1970s was extremely slow as there wamited market for
insurance services due to the small population lamd levels of income.
However, by the 1980s the number of insurance compahad risen
dramatically from just three at the end of the pas decade to thirty-three -
ten of which were foreign insurance firms. Thierisame as a result of the

improved economic environment associated with theamm of the 1970s.

Nevertheless, while strong growth had been witreegsehe early 1980s, by
the end of the decade the economic recession dsgguent crises which so
drastically affected the banking sector also resuih the rapid decline of the

insurance sector. By 1987 the total number of @sce firms had decreased

826 Source: Central Bank of Jordan.
827 JIF, 2006 Historical Background of the Jordanian Insurancect®e Amman: Jordan
Insurance Federation.
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to just eighteen and only one of the internatiofirahs remained?® As a

result of new legislation introduced in 1995 (Ireswe Law No. 9) repealing
previous legislation enacted in 1984 (the InsurdPraetice Monitoring Act) -
which prevented the entrance of new insurance fims the market - the
number of insurance firms once again began to gioeluded in the 1995
legislation, however, were provisions which to ataie extent acted as
restraints on market investment. These provisinokided requiring domestic
firms to have capital assets of a minimum of US$3ilion and US$35

million for direct insurance and re-insurance ofiera respectively.

International firms wishing to enter the market evebliged to have US$7

million in capital asset&’

The insurance sector has thus developed with somkasties to the banking
sector. Firstly, there has been a history of uneyewth accompanied by
periods of decline. Secondly, Jordanian insurancesf have had limited
success in competing in international markets.ciilre of this latter point is
that in 2005 Jordanian insurance firms witnesset.4 percent decline in

insurance premiums written outside of the kingdanthe previous yedr?

Again a brief quantitative assessment of the gravftthe insurance sector is
quite revealing. However, unlike an assessmenhefldanking sector, it is
only fruitful to conduct this analysis from 1997veerds, due to the extremely
limited size of the insurance sector prior to tyegar. Total assets of insurance
firms operating in the Jordanian market totallecorapimately US$772
million at the end of 2006 - equivalent to a 4.2ceat growth on 2005. At the
end of 2002 this figure stood at only US$368.5 ionlland in 1997 a much
smaller US$173 millioi*! Furthermore, the insurance sector has seen strong
growth in inward investment which by the end of @@dnounted to US$575.8
million, up from US$237 million in 2002 and US$81 1997.8% However,

the growth in the sector is slightly misleading. Whhe sector has witnessed

88 Dihel, N., and Kardoosh, M. A., 2006, p: 14.

829 Jordan Insurance Law No. 9.

830 Djhel, N., and Kardoosh, M. A., 2006, p: 14.

:z;JIF, 2006 Annual Report 2006Amman: Jordan Insurance Federation, pp: 3-5.
Ibid.
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a large increase in activity, investment and tatdets over the last decade
and especially since 2000, this is in fact onlgfection of the maturation of
the insurance sector within the Jordanian econond reot necessarily its
profitability. Total retained earnings in the sectwe quite low and in 2006
only amounted to US$21.1 million - a drop of 78geeit on the previous year
and only a US$2.7 million increase on the 2002rkgef US$18.4 milliorf*

Of the seven main types of insurance offered in bedanian markét’
motor insurance and medical insurance have trawditip been the strongest.
For example, in 2006, motor insurance operatio®wated for US$170.7
million total premiums and medical insurance US$6Million. The total
premiums for 2006 equalled US$365.1 millf&n.

Figure 7.3 Total Assets and Investment with Licensklnsurance Firms in
Jordan 2000 — 2008
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In this environment of increasing activity and gtbwbut low levels of
retained earnings, saturation of the market wilrge number of small firms
represents a key structural weakness. The Jord&iaking sector is much

larger than the insurance sector and has withesged stronger sustained

833 |pid.

84 These are: Marine Insurance, Fire Insurance, Motsurance, Credit Insurance, General
Accident Insurance, Life Assurance and Medical tasae.

835 JIF, 20086, p: 4.

8¢ source: Jordan Insurance Federation.
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growth since 2000. However, it too faces the stmaitproblem of being
relatively saturated with smaller entities. A disswn of these weaknesses

follows a brief interlude to introduce domesticusgion of these sectors.

Regulation of the Banking and Insurance Sectors idordan

There are two regulatory bodies in the Jordaniarkipg sector: the CBJ and
the Association of Banks in Jordan (ABJ). The farmaets as the public
management body while the latter acts as the grisattor counterpart. The
CBJ was established in 1964 following the 1959 laiwhe Central Bank of
Jordan with the purpose of acting as the exclusegulatory body of the
banking sectof*’ The Law of the CBJ states that the bank’s purpsse
maintain monetary stability, ensure the conveitipof the JD and to promote
sustained growth in the overall econoffiyIn order to achieve these goals the
CBJ’s functions have evolved over the past fourades to include the
following: the issuing and regulating of bank noéesl coins — the CBJ is the
sole issuer of the JD; the maintaining and managéeroe the kingdom'’s
reserves of gold and foreign exchange; acting laanker and fiscal agent to
the government of Jordan and to public institutjoasting as a banker to
private banks and financial institutions; to maimtthe safety of the banking
system - to ensure the protection of depositors slrateholders; to act as
advisor to the government on fiscal and economibicies; to manage
monetary problems and participate in the managewfedbmestic economic
problems; and finally to regulate creffit. The CBJ's decision-making body is
independent of the government, however, the bardégétal is entirely owned
by the government and the overall operations ofldliek are coupled with
those of the Ministry of Finance.

The ABJ on the other hand acts as a professiosateion for private banks
and was established by the private sector in 191%8. General Assembly of
the association is constituted of the director galseof the twenty-three banks

837 CBJ, 2007History of the Central Bank of JordaAmman: Central Bank of Jordan.
88 The Law of the Central Bank of Jordar959.
89cBJ, 2007.
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operating in the Jordanian market while the astoa'a capital is entirely
supplied by the member bank8 Through the 1970s, as mentioned above, the
banking sector began to grow relatively rapidly. 8Agesult there was seen to
be a need to develop a mechanism for the coordmatfi policies between the
banks as well as to improve the overall efficien€yhe sector through shared
information. Thus the ABJ was established with fodowing roles: to
facilitate coordination and cooperation between imenbanks; to deal with
mutual problems faced by private banks and gena@téions; to facilitate
the exchange of information and experiences betwaember banks; to
promote the development of banking methods; todstatize banking forms
and expressions; to facilitate coordination wite tBBJ; to seek to establish
cooperative relations between Jordanian banks atefnational banking
associations; and to act as a dispute settlemermhanesm for member

banks®*

Like the banking sector, the insurance sector Wasntain regulatory bodies,
one public and one private: the Insurance Comms@i©) and the JIF. The
latter was established in 1956 as The Jordan Aasoci for Insurance
Companies but following a royal decree in 1989 wasamed. It has been
presided over by members of the private sector apdrates as an
independent body of the private sector. Its purpguee traditionally been to
promote the insurance sector and develop the amatrdn of insurance
practices between insurance firms operating inntlaeket®*? It also seeks to
provide market research in order to both impro¥eiefcy of insurance firms

through the sharing of information, as well asribance customer awareness.

The IC acts as the primary regulatory body havilignate regulatory control

over the insurance sector - including all formsnsfurance operations. It was
established in 1999 following the approval of theurance Supervision Act
No. 33 and acts as an independent regulatory biduy IC is a private sector

actor with an independent management structuretioatiesl by a General

840 ABJ, 2007 Annual Mission Statememimman: Association of Banks in Jordan.
841 ||
Ibid.
842 JIF, 2006 Historical Background of the Jordanian Insurancect®e Amman: Jordan
Insurance Federation.
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Council, Director General and Executive Stff.Furthermore, the IC's
financial budget is entirely sourced from the prévaector with minimal links
to the Jordanian government. In a similar mannah#oJIF, the IC seeks to
regulate the insurance sector to ensure the rafhitssured parties as well as
insurance firms are protected; to facilitate thiécefnt operation of private
actors and act as a link between the governmertoafan and insurance

firms 844

Unlike the banking sector the insurance sector ladsoa third regulatory body
which acts in one specific sub-sector - motor iasae. The Compulsory
Unified Insurance Office (CUIO), established in I9&arries out all work
related to vehicular insurance in cooperation wite various government
licensing departments at the governorate 187eThe CUIO also acts as a
governing authority over insurance firms operatingthe motor insurance
sector, allocating market share and compulsoryinicanges. In this sense
the CUIO acts in a slightly more authoritative manthan the JIF and IC.

These three regulatory bodies all act in much thenes way as the
organisations discussed in chapter five, such &CJIE JIEC and JIB. They
have all been created or have evolved in a regyldtamework created by
the government of Jordan in line with its macroremic policies.

Furthermore, they do not only act as authoritiesiagang and serving the
insurance sector to ensure it operates efficiefaly both private insured

parties and insurance firms, but also as a linkveeh the insurance sector
and the government. Through the JIF, the IC andClEO the government of
Jordan is able to strengthen the sector by promagmowth and stability.

Meanwhile, through these three regulatory bodiegafe actors operating in
the insurance sector are able to exploit the oppdrés presented by the
government for support (both political and econgmitie result is a mutually
beneficial and relatively close relationship betwdabe public and private

spheres in the domestic insurance market.

83|, 2006,Annual ReportAmman: The Insurance Commission.

844 |1
Ibid.
845 CUI0, 2000 Mission StatemenAmman: The Compulsory Unified Insurance Office.
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Jordanian Banks and Insurers

According to the Association of Banks in Jordane thanking sector is
currently comprised of twenty-three banks (exclgdthe Central Bank of
Jordan), including eight which are branches ofifprdbanks and two which
are Islamic bank&® The largest of these banks in terms of asseigressto
the Jordanian market are the Arab Bank and the iHgu&ank for Trade and
Finance, with asset bases of US$23.7 billion and$4f5 billion
respectively’*’ For a small state with only a limited market due its
relatively small population and low overall GDPetlarge number of banks
means that the banking sector is quite satufdfed/hile strong growth has
been sustained in this sector over the past desnadiés likely to continue, the
relatively limited size in terms of deposit and ditdacilities along with the
high number of banks already operating in Jordamitdi the attractiveness of
expanding into the sector for foreign banks. Thosddnian banks have
remained dominant in the Jordanian market. Howewvemy of these banks
have not withessed any sustained success in iti@mahmarkets. None have
penetrated the US market beyond offering Jordaeeébasistomers access to
funds through international financial service pdwrs such as Visa and
MasterCard.

Likewise the insurance sector has also traditignaten over-supplied by
insurance firms. According to the IC there are ently twenty-six firms

operating in the insurance secidt.Significantly twenty of these firms are

8% The domestic non-Islamic banks are as follows: kBahJordan, Jordan Investment &
Finance Bank, Arab Jordan Investment Bank, The HguBank, Jordan National Bank,

Jordan Commercial Bank, Capital Bank of JordanbABank, Jordan Kuwait Bank, Arab

Jordan Investment Bank, Arab Banking Corp. (JordSotgiete General Bank. Jordan, Cairo
Amman Bank, and Union Bank for Savings & Investmém foreign banks are as follows:

Rafidain Bank, HSBC, Standard Chartered, Citibd&tdyptian Arab Land Bank, Audi Bank

S.A.l, National Bank of Kuwait, Bloom Bank; and theo domestic Islamic banks are as
follows: Jordan Islamic Bank, International Islamdiab Bank.

847 ABJ, 2006 Annual ReportAmman: Association of Banks in Jordan.

88 Dew, P., Wallace, J., and Shoult, A., 2004, pf2-209.

8491C, 2006, p: 6. These are as follows: Jordan bmste; Middle East Insurance; National
Ahlia Insurance; United Insurance; Arabian Seadurigisce; General Arabia Insurance;
Jerusalem Insurance; Al-Nisr Al-Arabi Insurancerddm French Insurance; Arab Union
International Insurance; Delta Insurance; Oasisurbnsce; Al Yarmouk Insurance; Holy
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Jordanian (both public and private), four are jalotdanian-foreign private
firms (not American), one is a Yemeni firm and oohe is a US-based firm -
ALICO. The largest of these firms in terms of togssets assigned to the
Jordanian market are Jordan Insurance with US$1ib®m(or 14 percent of
the market), ALICO with US$100 million (or 13 penteof the market), and
Middle East Insurance with US$93 million (or 12 gt of the market}?
As highlighted in figure 7.3 above, profits in therdanian insurance sector
are extremely limited, standing at only approxirhatéS$21 million in 2006.
When this low profit margin is coupled with the watted nature of the
market, it is clearly evident that for foreign imance firms, including highly
competitive firms such ALICO, expansion into therdimian insurance
market is not attractive. This point goes some wagxplaining the lack of
international actor involvement in this sector. Titect of this structure has
been that Jordanian insurance firms have maintaineid dominance in the
Jordanian market, but at the expense of furtheeldpment and expansion
into international markets. The lack of competitfoom highly developed and
capitalised international firms has helped leadhe relative weakness of
Jordanian firms. Thus, again like Jordanian badksjanian insurance firms

have not penetrated the US market.

Nevertheless, it is worth briefly examining the fpemance and activities of
the leading Jordanian banks and insurers operatirtige Jordanian market.
This short analysis illustrates the lack of capgbdf these leading Jordanian
actors to penetrate the US market and offer firnservices there, thus
explaining why trade in financial services betwdle@ Jordanian and the US

markets is non-existent when the services wouldnateafrom Jordan.

Land Insurance; Arab Lief and Accidents Insurariigijadelphia Insurance; American Life
Insurance (ALICO); Jordan International Insuranéeab German Insurance; Euro Arab
Insurance Group; Islamic Insurance; Arab Assurgk®arakah Takaful Company Ltd; Arab
Jordanian Insurance Group; Arab Orient Insuranega&a Insurance.

80 bid, p: 35.
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The Housing Bank for Trade and Finance

The Housing Bank for Trade and Finance was estaddisn 1973 as a public
shareholding limited company with the sole purpokeroviding finance for
housing. By the late 1990s the bank had grown ha@dd evolved into a
comprehensive bank supplying full commercial angegstment banking
services to the Jordanian market. This sustainedityrhas established the
bank as the second leading Jordanian bank with d¢afatal of over US$355
million.®>! Furthermore, the bank’s total asset base stoddiS&5.78 billion
by the end of 2006, a 28 percent increase on tid® 2&Qure. (For further
financial indicators see table 7.1 below). Impattignthe yearly profit
earnings of the bank have rapidly increased over plast five years,
increasing from US$41.2 million in 2002 to US$18®&élion in 2006 with
estimates of a further increase for 2007. Howedespite the banks’ strong
performance in the Jordanian market, expansioniiméonational markets has
been very limited. The Housing Bank for Trade amohRce has ninety-six
branches across Jordan (the largest number of earaf any bank operating
in Jordan), four in Palestine and one in Bahraifuher five subsidiary bank
branches are located in Algeria (Algiers), Syriaifiascus), Iraq (Baghdad),
United Arab Emirates (Abu Dhabi) and Libya (Tripdfi> However, there
have as of yet been no attempts by the bank totaé@ento more advanced

banking markets in Europe, North America or SouktEAsia.

81HBTF, 2006 Annual ReportAmman: The Housing Bank for Trade and Finance.
852 ||hi
Ibid.
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Table 7.1 Major Financial Indicators of The HousingBank for Trade and
Finance 2002- 2006 in US$ Milliorfs®

ltem / Year 2002 2003 2004 2005 2006
Total Assets 2501.9 2864 3527.3 4510.4 5780.2
Customer’s 1806.8 2154 2708 3345 3996.3
Deposits
Credit 846.6 887.3 1241.8 17817 2243
Facilities —

Net
Shareholder’s 379.3 413.6 447 557.4 1178
Equity
Gross Income 111.5 126.3 146 245 287.5
Profit Before 41.2 43.5 66.5 148.5 183.6
Income Tax
Profit After 30.9 31.75 42.8 104.6 133.6
Income Tax
Return on 1.26 1.18 1.34 2.6 2.6
Average
Assets %
Return on 8.34 8.01 9.71 20.42 15.4
Average
Equity %
Dividends 0.2 0.2 0.28 0.35 0.35
Share Price 3.41 6.11 11.29 28.2 9.24
in ASE

Arab Bank

The Arab Bank represents a slightly different stdggtablished in 1930 in
Jerusalem, Palestine it has grown to be the laigektle East based bank in
terms of total assets, annual revenues and exfantesnational operations.
While the Arab Bank was established in Palesting mot Jordan by Abdul
Hameed Shoman, following the 1967 Six Day War d&ldccupation of the
West Bank the company relocated its headquartefsrtman and became a
public shareholding company. Since this time it teamained a Jordan-based
financial institution®> The company now has four-hundred branches in
operation in twenty-nine states (most in the MEN&gion) across five
continents and has managed to penetrate the adlidimeacial markets in
Europe and North America with branches in Londaarjs? Frankfurt, Zurich

and New York. The Jordanian market represents thab ABank’s most

853 | i
Ibid.
84 Arab Bank, 2007Historical Overview Amman: Arab Bank, pp: 4-5.
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important market in terms of branch operations veiéventy-nine branches
spread across the kingdom. The Arab Bank has ast#ts of over US$35.5
billion and a capital base of US$5.5 billiti.

Within Jordan, the Arab Bank has total assets 7% billion and accounts
for 24 percent of the Jordanian market occupyimgléingest single portiofi°
With regards to the Arab Bank’s operations in thretét States and its role in
international trade in banking services betweendawomand the United States,
the corporation has much less significance thaimenMENA region or even
in European markets. Total assets for its operatiorthe US market amount
to only a little over US$500,000 accounting for yordn insignificant
percentage of the overall market in value termsmust be highlighted again
that the Arab Bank only has operations in New YBfkThe Arab Bank is the
largest and arguably the most stable financialituigin of its kind in the
MENA region and will continue to post solid and tsuisable growth in the
foreseeable future. It will likely continue to damate the Jordanian market for
banking services and further expand its operationghe region and in
European and South East Asian markets. However, giiogvth of its
operations in the US market is less clear and imisst likely that the
corporation will not expand its services in the Wfarket by a significant
extent in the near- to medium-term future. Furtr@emnthe Arab Bank’s role
in international trade in banking services betwdendan and the United
States will remain relatively limited, confined nilggo the supply of services
to Jordanian citizens visiting the United Statesstwort periods of time.

Jordan Insurance Company

The Jordan Insurance Co. was established in 195& bymber of private
businessmen as the first major insurance firm & ¢buntry. Within seven
years of its founding Jordan Insurance expandetbmally and opened up
branches in Kuwait, Saudi Arabia and the UnitedbAEanirates. By the end

85 Arab Bank, 2007Semi-Annual RepgrAmman: Arab Bank, p: 3.
856 Arab Bank, 2006Annual ReportAmman: Arab Bank, pp: 33-34.
857 (i

Ibid.
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of 2006 the corporation. operated seven regioraldires. Throughout its five
decade existence the company has dominated theamt®usector offering a
comprehensive range of insurance services. Unlik@aymof the insurance
firms in the market, including ALICO, Jordan Insoca Co. supplies all the
types of insurance services listed above. Howevkile the firm’s total assets
are the largest of any Jordanian-based insuramce & well as the assets
dedicated to the Jordanian market of the non-Jamdafirms, totalling
US$17.5 million at the end of 2006, its annual psalemain smaff>® In 2006
net profits after tax and fees amounted only tghsly over US$2 million.
This does however, equate to almost 10 percertafl profits after tax and
fees for the whole insurance sector - with twemg-fother firms competing
for the remaining 90 percent. With this narrow grahargin it is highly
unlikely that Jordan Insurance Co. will be ableekpand internationally and
offer insurance services in other markets, esdgcthbse outside of the
Middle East. In fact, according to Khaldun Abuhassthe Chairman of
Jordan Insurance Co., there are no plans for exgpamnsto new markets for

the foreseeable future - and certainly not for apen in the US markét®

The activities and financial particulars of The KHmg Bank for Trade and
Finance, Arab Bank and the Jordan Insurance Combpaefly introduced
above are indicative of the problems facing Jordased banks and insurance
firms. The actors discussed here are the largesst mompetitive and
technologically advanced corporations in their ee$pe sectors, yet they do
not operate in the US market or offer financialvems to actors based or
operating in the US market through the first thneedes of delivery for the
former or all four modes of delivery for the lattéFhe observer would
therefore not be derided for concluding that thei# likely not be any
expansion into the US market by Jordan-based banksurance firms in the
medium-term future and thus trade in financial E&y emanating from the
Jordanian market to that of the US shall remaimeexély limited. The story,
however, may be slightly different for trade flowsfinancial services going
in the opposite direction. It is now appropriatdum to an assessment of the

88 J1C, 2006 Annual ReportAmman: Jordan Insurance Company Ltd., p: 12.
89 Abuhassan, K., 200Rjission StatemenfAmman: Jordan Insurance Co.
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US banking and insurance sectors and the flow adetrin such financial

services from US-based actors to the Jordanianahark

The US Banking and Insurance Sectors

As with the previous two chapters covering the T&@d pharmaceutical
industries, a full overview of the US banking andurance sectors would not
prove necessary for the purposes of this chaptbrs T because any
comprehensive study of the US economy or simply setor within the US
economy would require a great deal of time, reseantl words. Furthermore,
while it is useful and possible to present an assest - albeit a relatively
brief one - of the Jordanian banking and insurasmors, it is also necessary
to do so in order to present the argument and raaatysis of this chapter.
One must recall that trade in financial servicesveen the United States and
Jordan is very small in quantitative terms anddgrgestricted qualitatively in
terms of the four modes of supply. The importanéethis study is to
determine why this is in fact so. It has alreadgrbélustrated that trade in
banking and insurance services emanating form tmdadian market and
being supplied in the US market is largely not gaesdue to the lack of
capabilities of Jordan-based actors to provideetisesvices.

A large number of US-based actors, it is certaieh @il be illustrated below,

do possess the capabilities to provide financialises to the Jordanian
market. However, it is the Jordanian market itsedt prevents this supply
from being realised by having structural weaknesseamely in size and
saturated market supply. Therefore, an in-deptassssent of the US banking
and insurance sectors would vyield little in ternisfuothering the analysis

presented here. Instead attention is best placabdeoldS-based actors which
are operating in the Jordanian market in ordereterthine how the supply of
financial services by these actors to the Jordamarket has developed in
light of the structural weaknesses of this market what prospects for future

trade in financial services exist.
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Growth and Regulation in the US Sectors

A brief introduction to the US banking and insurarsectors will, however,
provide some useful insight as to what structunaitations and opportunities
there are for non-US based actors to offer findrsgeavices to the US market.
National banking in the United States began with éstablishment of the
Bank of North America in Philadelphia in 1781 whitted as the sole central
bank of the United States, having a monopoly ometiaty. A decade later this
bank was succeeded by the First Bank of the Urfiedes. However, this
bank too expired when in 1811 the US Congressdadaenew its charter. A
Second Bank of the United States was created i6 ¥8th a similar charter
to its two predecessors but was also to expire8B6i®° The result of this
lack of a central banking authority led to stateksaemerging independent of

any central regulation.

By 1863 this system had become known as the dukitgsystem as a result
of resurgence in congressional regulation of thakimg sector with the
passing of the National Bank Act which provided floe chartering of banks
on a national scale. This system has endured tprésent era, where banks
may operate on the state or national level, adbetin state or national
regulations respectivef}” In terms of national regulation, following the B1
Federal Reserve Act the Federal Reserve Systenestalished bringing all
banks operating in the United States under thecatyhof the federal
government. Twelve Federal Reserve Banks existsadtoe country and are
supervised by the Federal Reserve B&&rdhe purpose of this system is to
control the overall money supply in the United &ato implement monetary
policy and to financially support the banking syste

Under this system the US banking sector has maiedarapid growth to

become the world’'s largest such sector. Total assetcommercial banks

80 Rothbard, M. N., 198Hiistory of Money and Banking in the United StafEse Colonial
Era to World War TwpAuburn, Ludwig von Mises Institute, pp: 62-73
861 ;i
Ibid.
82 Ipid.
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operating in the United States totalled over US8ililon at the end of June
2007 while total deposits stood at just under US$6llion at the end of the
same period®® The respective figures for the end of the corradpm period
in 2006 were US$9.2 trillion and US$5.8 trilliongBificantly non-US based
banks occupy approximately 10 percent of the marketreign related
corporations accounted for slightly over US$1 ioill of the US banking
sector’s total assets at the end of June 2006 &l Urillion at the end of
June 2007. Meanwhile total deposits in these batied at US$652 billion
and US$871 billion for the same perid§%. When compared with the figure
for 2000 the growth in the US banking sector istej@ixtraordinary. At the
end of June 2000, for example, total assets dfaalks operating in the United
States equalled US$5.8 trillion while total depwsamounted to US$3.6
trillion.®® The growth of market share for foreign-relatedksahas remained
constant at approximately 10 percent as total ssss®d deposits in non-US
banks amounted to US$690.8 billion and US$387 libhikt the end of June
2000. Nevertheless, while market share has noeased - and in some
instances has actually decreased for non-US banksall assets and deposits

- as well as other indicators - have grown rap{dBe Figure 7.4).

Figure 7.4: Total Assets, Deposits, Loans and Mark&hare of Banks in
the US Market, 2007, US$ Million&®
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There are currently two-hundred and eleven forbmnks from sixty different
countries operating in the United Stat&sUnder the complex system of dual
banking mentioned above, foreign banks wishingperate in the US market
enjoy the same national treatment as US-based baries International
Banking Act of 1978 underpins this ‘national treetrti for foreign banks,
meaning that subsequent trade agreements suckatesdiFTAs which have
provisions for trade in banking services do notpfireferential treatment to
actors based in the FTA partner(s). While foreigmis are given the same
market access treatment as US banks they are algect to the same
regulatory measures. A range of Congressional Aictse 1990 have been
passed, further harmonising regulation of domeatid foreign bank®?
Access to the US banking sector for non-US bankgsherefore quite
liberalised. This ease of access is, however, bffigethe high level of
competition found in this sector and the dominantenedium and large
banks with large total assets and capitalisatiandéscribed above, Jordanian

banks simply cannot compete and offer financialises in this market.

The insurance sector in the United States shamesasicharacteristics with
the banking sector. In short, the sector is vergdan capital terms, is highly
liberalised, is saturated with a large number @slurance service providers,
and is dominated by medium and large sized firntk Wigh levels of capital,
total assets and profits. By the end of 2006 thand8rance sector had a total
market value of US$1.2 trillion making it by farethargest single insurance
sector in the world® The corresponding figure for 2001 was US$909.6
billion. Average growth in the sector over the fiyear period spanning 2002-
2006 amounted to 5.9 percent and forecasts sugfigtsby 2010 the sector
will have grown by over 23 percent since 2005 taltover US$1.4 trilliof”°

87 Anon a, 2006Regulatory Guide for Foreign Banks in the Unitedt& Washington:
PriceWaterhouseCoopers.

88 These include: The Foreign Bank Supervision Endarent Act of 1991; The Riegle-
Neal Interstate Banking and Branching Efficiencyt A€ 1994; The Economic Growth and
Paperwork Reduction Act of 1996; The Gramm-LeadleBlAct of 1999; The USA Patriot
Act of 2001; and The Sarbanes-Oxley Act of 2002.

89 Anon b, 2006, Insurance in the United States: $tyuProfile, Washington: Datamonitor,
p: 3.

870 bid, p: 7.
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The US insurance sector accounts for 36.3 perceatl gremiums written

within the global insurance market, with the EU ngeithe closest single
market with annual premiums representing 35.8 peroethe global market
in 2006%"! Significantly, over the past decade non-life imswe has increased
in importance and market share in the United Statesby the end of 2006
accounted for 54.8 percent of the insurance markderms of premiums

written 872

Regulation of the insurance sector in the Unite@teSt is unique in
comparison to other financial services in thatithe responsibility of state
authorities not federal authoriti®s. However, according to Susan Randall,
the content of insurance sector regulation betwstates does not differ
greatly. This is due largely to the efforts of tNetional Association of
Insurance Commissioners (NAIC), a national privaector organisation
comprised of insurance firn¥§! This organisation was established in 1871
to act as a forum for private sector actors alonth vétate insurance
commissioners to pursue the organisation of insgraagulation — identified
as fair pricing, protecting insurance firm solvenpyeventing unfair practices
and ensuring insurance availabiliy.Over the past fifty years the role of the
NAIC has increased significantly as the tensiomien state-level regulation
of the insurance sector and the need for broadésromty as insurance firms
first expanded across state lines and then inieraly. Furthermore, as
insurance firms based outside of the United Stdiase increasingly
penetrated the US market more unified regulatorgcgsses have been

required.

871 The Asia-Pacific region accounts for 24.2 peradrthe global market and the rest of the
world has a 3.7 percent share.

872 Anon b, 2006, p: 3.

873 Randall, S., Insurance Regulation in the Uniteateé3t Regulatory Federalism and the
National Association of Insurance Commissionerdg;lorida State University Law Review
1999, Vol. 26, p: 629.

874 Ibid.

87> The NAIC was established after the 1868 SupremartCdecision establishing state
supremacy over insurance following the Paul v. Migycourt case.

87 Randall, S., 1999, p: 629.
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As mentioned above, national treatment of non-U&A8ainsurance firms
operating in the United States is provided andetteme few limitations to
market access. Under the US-GATS schedule and UWls#TA, Jordanian
insurance firms wishing to enter the US market @darso with no limitations
as long as they are not owned by or affiliatech Jordanian government. It
must be noted, however, that some states do na ttey mechanisms to
register foreign insurance firmi&’ As with the banking sector (apart from the
New York operations of The Arab Bank), there areJoodanian insurance
firms operating in the United States - althoughuragsce is provided for
Jordanian nationals entering the United Statesrandde two of the supply
modes described above. This is not due to a lackailatory facilitation or
limitations on market access for Jordanian actocsfams. Rather it is due to
a lack of ability on the part of the Jordanian masice firms to penetrate the
US market. The relatively small total assets os¢hferms, low annual profits
and lack of competitiveness result in the oppotiesifor access to the US
market being unexploited. On the other hand, thaprecal regulatory
treatment that US-insurance firms and banks redeitke Jordanian market
combined with greater total assets, annual prafits overall competitiveness

has led to US-based actors operating in the Jadanarket.

US Banks and Insurers Operating in the Jordanian Maket

United States banks and insurance firms are amahgdargest in the world
in their respective fields and amongst the largdbiCs of any sort. The
largest banks such as Citibank - part of the firerszrvices giant Citigroup -
operate in dozens of states on all continents. [Ahgest insurers such as
ALICO - a member of American International Groumlso operate on all
continents in dozens of states. However, by 20@Bahly US-based bank
operating in the Jordanian market was Citibank #redonly US insurance
firm operating in Jordan was ALICO. As highlightedove, there are a
number of reasons for the lack of interest by maéional firms and banks to

enter the Jordanian market and certain factors lwhict as deterrents to

877 US-GATS Schedule of Commitments: These statessifellows: Maryland, Minnesota,
Mississippi, and Tennessee.
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inward investment. These include, specifically tioe banking and insurance
sectors, small market size in overall capital teand population size, over-
saturation and over-supply of actors already ing#dlin the market and low
levels of profit returns. Nevertheless, ALICO andtiank have been

operating in the Jordanian market for a number edry and it is worth

analysing the activities of both corporations imddm and if there have been
any changes in this activity since 2001, as welthas prospects for future

activity.

Citibank

Citibank is the largest bank of its kind in the tédi States and one of the
largest five globally. It was founded in 1812 ae thity Bank of New York
and is now the consumer and corporate bankingidivief Citigroup - the
second largest corporation of its kind in the woBg 1865 the bank joined
the newly formed national banking system in the tébhiStates and was
renamed the National City Bank of New York and diapbecame one of the
largest US banks. The rapid expansion continuedognt897 it became the
first US bank to establish operations overdéam 1974 Citibank Jordan - the
Jordanian branch of Citibank - was established asdlylicensed corporate
and commercial bank. Since 1974, Citibank has bleemnly US-based bank
to operate in the Jordanian market and is the aowg-Jordanian bank
operating in Jordan to have senior local managefoenihe Mashreq region -
serving as the regional headquarters for Citibegdponsible for operations in

Syria and Palestine as well as Jordan.

Despite being one of the largest global banks,b@itk has refrained to a
certain extent from investing in Jordan and expagdoperations in the
kingdom. At the end of 2006 Citibank Jordan ranlseventeenth in the
Jordanian market in terms of total assets whichuartenl to US$325 million -
as compared to a total of US$1.1 trillion in glolaakets for Citibank as a
whole. In comparison, by the end of 2006 the AramiBheld approximate

878 Citibank, 2005Historical BackgroundNew York: Citibank.
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total assets in the Jordanian market of US$4.60biland accounted for
almost 30 percent of the banking markétFurthermore, despite over three
decades of operating in the Jordanian market Qikilmanly has two branches
in the kingdom, both of which are located in th8uait western areas of
Amman. Little intention to further expand operatidras been expressed since
2001. When taking into account the total asset€itbank in the MENA
region, the low intensity of Citibank’s operatioms Jordan are highlighted
further. For example, in Bahrain Citibank has taaaskets of over US$30

billion. 8

The further liberalisation of trade in financiahgees between Jordan and the
United States and greater access to the Jordanearcial services market for
US-based corporations has had little impact onatttevities of Citibank. In
terms of market share, the US bank has consistastipunted for only 1.5
percent of the overall market in terms of totalesésstotal deposits and credit
facilities. However, since 2001 there have beerumber of new financial
services launched in the Jordanian market. Thedade the following: the
introduction of the first fully automated systenr faustody safekeeping and
settlements, electronic banking for banks for cuzyemanagement - both
domestic and foreign - exchange forward contracttesys for foreign
exchange, electronic banking for cash and tradédoks in Palestine and the
creation of debt swap mechanisms for the Jordaggarrnment® It must be
noted, however, that the development of servicésaed by Citibank Jordan
are consistent with the competitive processes ak woany banking market
and are not due to any substantial increase instimant or trade potential
within the Jordanian market or between the US aolahian markets.
According to Ghada Bahous, the Head of OperatiansCitibank Jordan,
there are currently no indications that Citibankl week to further exploit

opportunities in the Jordanian mark&t.

879 ABJ, 2007 Statistical Report: Banks Rating Upon Their Assémman: Association of
Banks in Jordan.

80 Citibank Bahrain, 2006Annual ReportManama: Citibank Bahrain.

81 Citibank Jordan, 200@\nnual ReportAmman: Citibank Jordan.

82 Bahous, G., Head of Operations for Citibank Joritaerview in Amman, Jordan, August
14 2007.
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ALICO

ALICO was established in 1921 in Shanghai, ChinaCby. Starr and was
originally named the Asian Life Insurance CompaWithin ten years of its
founding ALICO was providing a range of commerciahd personal
insurance services across South East Asia. Howévémwing the start of
World War Two, insurance operations in the regangély ceased. In need of
new markets to operate in, ALICO established opmratin Europe, Central
and South America, Africa, the Caribbean and theNMEegions. By 1951
ALICO’s name was changed to American Life Insura@mmpany and by
2007 was supplying over fifty markets across fiventtments with life,
accident and health insurance services. It is wbighlighting that ALICO,
while a US-based corporation headquartered in Widpain in the United
States and is subject to US regulation, providssramce services exclusively
outside of the US mark&® International diversification has therefore been
the key to the sustained growth of the corporation.

Jordan was one of the first states in the MENAargb receive insurance
services from ALICO which established operationgha kingdom in 1958
and was one of the first insurance firms in Jordarer the first three decades
of operations in Jordan, ALICO maintained an appnaxe market share of
20 percent in life, health and accident insurar@eises - the firm has never
supplied marine, transport, fire, theft or propaetiynage insurance. However,
in the last two decades this market share has dednid slightly over 6.6
percent in 2007, down from 11.7 percent in 2830rhis means ALICO has
slipped from having the single largest market sli@ar@ny insurance provider
in Jordan to being the fifth largest. The decraasaverall share and paid up
capital is indicative of decreasing market operaioln terms of paid up
capital ALICO had only US$2.8 million invested ihet Jordanian market
(ALICO has over US$40 billion in global assets)caspared with the three
leading insurance firms, The Jordan Insurance Cogparab Orient and The
Arab German Insurance Company, all of which hadl pg capitals of over

853 ALICO, 2004, Historical BackgroundWilmington: ALICO.
84EFB, 2007 Report on the Insurance Segtémman: Export and Finance Bank, p: 11.
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US$7 million in 20062 These figures may be slightly misleading in some
ways. For example, while ALICO does not possesddigest capital assets
among insurance firms in Jordan, it does have #ngekt total of gross
premiums in value terms - US$13 million in 2006ndane of the smallest
percentage shares of market claims - at 4.1 perCenipled with the market
share as mentioned above, this means ALICO is the profitable insurance
firm in Jordan with profits reaching just under USillion in 2006°%°
Regardless of the level of profitability of ALIC® icomparison to the other
firms operating in Jordan, activity does not apptarhave significantly
increased or altered since 2001. The only measdesélopment since the
signing of the FTA is that ALICO has lost marketagh and has not in any
significant way seen an increase in the supplynstiiance services to the
Jordanian market. Significantly ALICO has not dsiBed the services which
it does offer to the Jordanian market since 200keéms that the market
access already enjoyed by ALICO prior to the JUSFakd Jordanian
accession to the WTO and GATS was such that thedutiberalisation in
trade in financial services between Jordan andrnat®nal markets means
that any opportunities in Jordan were already beixqgoited. It can thus be
predicted that ALICO will maintain a similar levef market share in the
Jordanian insurance sector over the medium-term \aiid not witness

significantly increased levels of gross premiums.

Conclusions

There is a relatively complex international systedn institutions which

regulate and manage trade in financial servicedregnon the GATS

agreement and the WTO. The creation of the JUSHIrthér strengthened
both the management of and liberalisation of triadleanking and insurance
services between Jordan and the United StateseTdrestwo markets with
very different characteristics, with the US marketing the largest single
market in the world and the Jordanian market a gergll one. The nature of

85|C, 2005,Annual ReportAmman: The Insurance Commission, p: 21.
886 ||4;
Ibid.
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financial services and their intertwined relatiapsiith markets overall mean
that the nature of these services and the natutbeobverall market which
they service are interdependent. Thus the naturkaoking and insurance
services and these service markets in the UnitateStre very different to
those found in the Jordanian market. This largepatisy in market

characteristics manifests itself in a number of svag highlighted in this

chapter.

In the case of Jordan the banking and insuranderseare relatively small in
comparison to other markets in the region and éardifield. The market while
seeing strong relative growth in the past decadk empecially in the years
since the Jordanian government engaged furtherimtiéhnational institutions
in the pursuit of trade liberalisation still remsismall in overall capital terms.
Furthermore, much the same as with the pharmaeg¢wsctor, the banking
sector is quite saturated with domestic bankshoaljh not with international
banks. The capital intensive nature of this seatoopposed to say the T&C
sector means that a market with limited size camaoty a large number of
suppliers. The insurance sector suffers from theesmarket restrictions. A
small overall population in Jordan, limited incomued a relatively immature
insurance sector mean that insurance services rotladoare relatively un-
profitable. These market characteristics serve lamitation or restriction on
greater external supply of banking and insuranaeices. In short the
banking and insurance service markets in Jordam@trattractive to foreign
actors. At the same time, Jordanian actors arergiyemall and limitations
on the development of economies of scale resthetrtability to be
competitive internationally. Thus Jordanian corporss have failed to
penetrate or supply more advanced markets in mobehséme manner as

Jordanian pharmaceutical corporations in theirgetye sector.

The Arab Bank Corporation has managed to evolwe anarge international
banking corporation and does operate and supplyicesr to European
markets but has very limited involvement in the W#rket — almost
insignificant in terms of the size of that markdb other Jordanian banking

actor operates in the US market. At the same tmoeJordanian insurance
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corporation is involved in Jordan-US trade or syppl the US market. The
implications of trade liberalisation and engagemenvith international

institutions such as the GATS dominated internaiosagime for services has
done little since 1999 to increase Jordanian supplyanking and insurance

services to the US market.

The US market is quite different, representing thsgest banking and
insurance sectors in the world. Many of the lardestking and insurance
service corporations are also based or operateeity6 market. These actors
are by far more competitive than their Jordaniannterparts. However, US
corporations have very little activity in the Janden market and trade
between the two markets — while extremely diffidoltmeasure in empirical
terms as discussed above — can be seen as beintjnvieed. Thus, while in
low value-added goods such as T&C trade liberatisadtas had a significant
impact on market interaction and integration, amdhigh value-added goods
sectors such as pharmaceutical products, tradealikation has had some
impact on market interaction and integration, wittancial services this has
not been the case. It is the conclusion of thisptdrathat market
characteristics as opposed to state level fadditedre the determining factors
of trade between Jordan and the United Statesaméial services.

It is difficult to develop the discussion aboutatdle and absolute gains at
varying levels with regards to financial servicd$ere seem to be very
limited gains in economic terms to both state aod-state actors as a result
of state-level cooperation and subsequent tradgdiisation. In a sense the
United States, as discussed in chapter four, haghsdo expand the network
of international institutions governing financiakrgices. By helping to

include Jordan in these institutions this netwalkexpanded, but only on a
very limited level. This point is discussed furtlerthe concluding chapter to
this thesis. For the Jordanian government therensee be no significant

negative impact on the banking and insurance sersectors as a result of
trade liberalisation with the United States or lolerainternational system as a
result of engagement in international institutiohke sectors in fact seem to

have grown more rapidly in the post-cooperation amd Jordanian actors
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have not been faced with significant competitiamnirexternal actors. At the
same time, however, gains have also been limitedk®t interaction with the
United States has been negligible and market iategr non-existent beyond
the inherent levels — remember that there is it daglobal financial system

within which national markets exist.

Jordan-US state-level cooperation and integratomat seem to have been
altered significantly when trade in banking and unas:ice services is
considered. The main significance here is theahdooperation between the
two governments in the late 1990s and early twérgy-century in pursuing
the creation of the JUSFTA and the US-assisted gergant of Jordan in
international institutions which govern trade indncial services. It is stated
in the introduction to this thesis and has beerdent throughout that
assumptions are made based upon liberal econoroieghih and liberal
institutionalist theory. These assumptions hold trede liberalisation through
international institutions leads to greater ecormmteraction which in turn
leads to economic integration. This market integratvill result in greater
state cooperation and integration. However, thatdienincrease in market
interaction in the banking and insurance sectorsaaprovide any evidence
that greater state-level cooperation or integrai®rmccurring between the
United States and Jordan. This discussion along thibse in the previous

chapters will be taken further in the following ctuding chapter.
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There are broadly speaking three types of conahssad this thesis. The first
type is what could be called ‘hard’ conclusions #econd type are ‘soft’
conclusions which are less strongly argued buharetheless significant, and
the third type are reflections on the work in tthesis and the processes of
research and writing. This concluding chapter wi$cuss these in order
starting with the ‘hard’ conclusions, followed biet ‘soft’ and reflective

conclusions.

This thesis uses a critical liberal institutioneipproach to assess and analyse
the political economy of trade relations between thmited States and Jordan
in the framework of a heterodox IPE and a re-conaisation of MENA and
US foreign policy studies. The hypothesis testedgrisunded in liberal
political and economic theory and holds that trhlderalisation between the
two states has led and will continue to lead tagmeeconomic growth and
integration between the markets and subsequentiyp@ease in inter-state
cooperation. Throughout this research project feey research questions
have been discussed. The first question askedaifebal trade liberalisation
through the creation of and engagement with inteynal institutions has in
fact led to greater levels of bilateral trade betwelordan and the United
States. The second core question asked if greatels|of bilateral trade have
led to greater levels of market integration. Adhjuestion has asked whether
or not greater state-level political cooperationiween the two states has
followed. The final research question consideredhia thesis has sought to
ask what the interests of Jordan and the UniteteStas state actors have
been, why they engaged with international institosi in order to facilitate

trade and if their goals have been met through this

In order to answer the four core research questaodstest the hypothesis the
theoretical approach used has been defined in @htypd as a critical version
of liberal institutionalism. The key concepts otttheory employed in this
study include the belief that the internationaltegs is to a great extent
anarchic and there is no overall form of global ggmance which regulates
actor behaviour in this system. Secondly, inteomati institutions include

both tangible 10s and non-tangible regimes andthmyethese institutions are
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formed in order to manage relations in the anarctystem. A third
assumption is that there are many types of actorsternational political
economy including: states, MNCs, NGOs, IGOs andviddals and no single
type of actor can be seen as primary at all timed & all regions.
Furthermore, these actors all have interests whindy pursue, but these
interests and the actions taken to pursue themnoie the result of rational
calculation under conditions of perfect informatiolssue linkage and
interdependence at multiple levels of analysidss a key assumption of the
theoretical approach used here. A further key aptiomis that cooperation
in international relations through internationalstitutions is overall a
positive-sum game where all actors involved caniexeh absolute gains.
However, within these positive-sum games theret @gs-sum and positive-
sum games and indeterminate outcomes at differeveeld and between
different actors. Finally, the conception of libenastitutionalist theory
employed throughout this thesis claims that enga&genin international
institutions can lead to trade liberalisation whrelsults in greater economic
growth and market integration will in turn lead égonomic and political

cooperation at the state level through interdepecele

In the introduction a statement was made about rtile of informal
institutions in bilateral trade between Jordan #mel United States and the
extent to which this type of institution would beciuded in this thesis. It is
worth re-visiting this point to highlight the fatitat this research project has
been aimed primarily at the roles and impact ofm@rinstitutions in bilateral
trade. Due to requirements and limitations suchthas orientation of the
hypothesis and research questions along with atocestrmation, this thesis
set out to study formal institutions more than infal ones. Furthermore, a
key element of this study is the discussion andyaisaof how the United
States and Jordan as state actors as well as aenesitors such as MNCs
have engaged with formal institutions and how theséurn impact upon

behaviour.

Throughout this study the roles played by the U& dordanian governments

in facilitating bilateral trade have been discusSdtese analyses are based on
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literature studies as well as field research irddoy the United States and
Geneva, Switzerland, which included a number oividdal interviews with
members of government, IGOs and the private se€ha.conclusion of these
analyses is that both governments have construetédateral framework
within which trade can take place in a wholly lidksed manner through the
JUSFTA. Both state actors have engaged in multdatend bilateral I0s and
trade regimes in order to pursue respective ndtiamarests which are
defined by changing domestic and international remvhents. Nevertheless,
the discussions in chapters three and four iderdifferent interests and
relatively overlapping policy decisions taken inrguit of these interests. In
bilateral relations the differing national inteestnd foreign and economic
policies taken in the past decade or so have cgrdeto a great extent. The
result has been the mutual engagement with iniemat institutions and

creation of a trade facilitating bilateral regime.

In the case of Jordan, domestic and internatioeahathds and constraints
which emerged in the late 1980s resulted in maom@nic structural
adjustment throughout the 1990s and broader palliéind economic reform at
the domestic level. By 1999 and the ascensionddlttone of King Abdullah
Il political reform in the kingdom had halted budomomic reform continued
apace. The subsequent post-1999 governments ianJbal/e maintained and
accelerated processes of economic reform in purduthe newly primary
interests of economic growth and stability. Trail national interests
which revolved around security and regime survheaale been replaced over
the last decade by economic concerns and domestermmance. It seems that
the identification by the Jordanian government abremic interests as the
primary interests of the state in the early twelirst-century have resulted in
a number of policies. Many of the major domestid &reign policies taken
by Jordan since the mid-1990s and discussed inteht#pree have revolved
around reform at home, integration at the inteomati level and involve

cooperation through international institutions.

Accession to the WTO in 1999, the JEUAA, various MEinitiatives such
as the GAFTA and MAFTA, and bilateral FTAs suchths JUSFTA all
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represent significant elements of Jordanian invoket in international
institutions related to trade. Taken together thesdey directions signify an
overall move towards facilitating internationaldeaas a means to increase
economic growth and stability and by extensionrattéo various security
concerns — largely pertaining to regime survivdle DUSFTA in particular is
a key element of Jordanian facilitation of trade do the importance and size
of the United States as both state and market. Mewv¢he relationship with
the United States with regards to trade and ecomonteraction that has
developed since 1997 should not be seen as indepefrdm the policies
taken in the broader facilitation of trade with tinéernational economy. In
short, Jordanian trade policy towards the UnitemtelSt and engagement with
the United States in international institutionsisied primarily at increasing
economic growth through trade liberalisation antmexessarily at increasing

state-level cooperation and interdependence wéhuthited States.

In the case of the United States, the analysishapter four introduced a
reinterpretation of US interests with regards t® MENA region and Jordan
in particular. Some of these interests were of @memic nature much the
same as the main Jordanian interests and some peditieal or security
oriented. For the United States, a stable anddlyeMENA region is not only
a key policy goal in itself but is also pivotal ander for the United States to
pursue its other traditional policy goals in thgiom. These include secure
and sustainable access to the region’s naturalures® which are
indispensable to the US and global economies amdaiataining the United
States’ position in international relations. Thew® main traditional interest
has been access to the region’s markets for gawdiservices both in terms
of markets to export to and import from. A finahditional policy interest in
the region is the encouragement of cooperation sigltes in the region in a
relationship characterised by US leadership or imege. The reinterpretation
of traditional interests in the MENA region presshin this thesis has led to
one main conclusion. This conclusion is that thetédh States is pursuing
economic cooperation and market integration wisttest in the region and the
encouragement of economic growth there as the pyimeethod through

which the United States wishes to achieve its materests. Thus US
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engagement with Jordan in international institugidn order to liberalise
bilateral trade has been pursued in order to premutateral market

integration in order to increase state-level coapen.

The analyses of state interests and resultanitédmh of trade demonstrate
little by way of answering the first three coreeach questions. However,
chapters three and four define what state-led tdamralisation is thus

enabling the study to progress towards analysiegaittual trade that takes

place and which actors are involved in this trade.

For the purpose of completing a broad enough siudige context of a PhD
thesis three chapters have been dedicated to amplyke nature and
characteristics of as well as the change in bi#hteade in three economic
sectors. The sectors chosen allow for the studyade in three very different
sectors allowing as representative a study as ssilple. The first sector
studied was thus trade in textiles and clothindpwa value-added, labour
intensive manufacturing sector. The analysis o thector in chapter five
concludes that bilateral trade in T&C goods is duated by Jordanian exports
to the US market, has grown rapidly since the imgletation of the JUSFTA
and displays signs of limited asymmetric marke¢gnation. Furthermore, the
growth of this sector in the Jordanian economy hea significant effects on
overall economic growth. The sector developed lgrgdter 1997 and the
creation of the QIZs as a new element in the ba#terade regime between
the United States and Jordan and has since graogelyadue to exports to the
US market following the implementation of the JUSHR 2001. A complex
relationship between public and private sector ract@as served to promote
the sector both within the Jordanian economy angkrims of market access
abroad.

A comparison between Jordanian exports of T&C gdodke EU market and
exports to the US market reveals a stark contéastn with the JEUAA in
place and adherence to the post-MFA governanceadetin T&C goods,
Jordanian exports to the EU are very limited. A& #ame time exponential

growth to average levels of over US$1 billion i®rseén exports to the US
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market. Furthermore, comparison between the suafeksrdanian exports to
the US market with more well established and laf®€ export sectors in
the MENA region also is dramatic. Compared to Tianislorocco and Egypt,
Jordan exports far more to the US even though&S Sector is much smaller
and younger than its regional counterparts. Thecatidns are that the
increase in trade in T&C along with the overallwgtio of the sector in Jordan
have led to, and will likely maintain, a greatevde of importance of the
sector in Jordan and bilateral market integratmritie medium-term future.

The second economic sector studied in this thesas ywharmaceutical
manufacturing, a high value-added, capital intemsivanufacturing sector
which differs from the T&C sector. This analysisnctuded that bilateral
trade in this sector is far more limited than ie firevious sector studied and
is characterised by more equal trade levels. He8ebaked private actors
operate in the Jordanian market on a small scattes one Jordanian-based
actor in the US market. However, of importance hisréhat this market
interaction and integration has largely developedhe few years since the
implementation of the JUSFTA. This sector has nmdiffgrent characteristics
to the T&C industry and both the institutional frework governing trade in
pharmaceutical products and the actors involvethen sector vary greatly
from those of the T&C sector. While there may ob&/ small levels of trade
in actual products there has been some measurartktrintegration through
the activity of US-based actors in the Jordaniarrketa This activity is
centred on collaborative projects related to reseand development of new
products. Without Jordanian cooperation in the riv@Bonal institutions
governing pharmaceutical production and trade #usvity would not be

possible.

Nevertheless, the overall conclusion of the analgéithis sector is that trade
liberalisation has had only a small impact on eooicogrowth in Jordan and
no real impact on economic growth in the Unitedt&taFurthermore, the
indications are that there are significant markiearacteristics which will
prevent market integration and actor cooperatiahénpharmaceutical sectors

in Jordan and the United States in the future. @dacgains from trade
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liberalisation in pharmaceutical products are leditfor both states. For the
United States the inclusion of Jordan in regulatosyitutions further expands
this network — which is a key US interest with netgato issues such as IPRs
and so on. Jordan also has achieved some gaingythtbis process. These
include the restructuring of Jordanian pharmacaltproducers and their
adherence to cGMPs which will make them more coitipetin both the
domestic and international markets in the long @werall though, the gains
are limited and bilateral trade in pharmaceuticaldpcts has not and likely
will not add to greater bilateral economic and ficdi integration in the short-

to medium-term future.

In order to complete the study of trade relatiomsheroughly as possible the
third sector studied was financial services in foem of banking and
insurance services, which are capital intensiveicersectors. These sectors
again differ greatly in characteristics to the sextstudied in chapters five and
six. The analysis in chapter seven produced amesiieg set of conclusions,
the first being that historically there has beemyvidtle bilateral trade in
financial services between the two markets and Kais not significantly
changed in the liberalised trade era. Furthermdhe, lack of market
integration is a result of two factors. Firstlyetlsmall size and saturated
nature of the Jordanian financial services marke&tsdnot present profitable
opportunities for US-based private sector actots thot attracting activity,
even in the context of liberalised trade. Secondibydanian-based actors are
ill-equipped to compete in the US financial sersicearket. Again even with
the added benefit of unfettered access grantedesult of the JUSFTA.

The final conclusion drawn here is that there wok likely be a significant
change in bilateral trade in banking and insurasgegices and in fact possibly
other high value-added services in the near- to iunederm future.
Therefore, once again, trade liberalisation betwten United States and
Jordan has not led to greater economic growtheas®d market integration
or political and economic cooperation at the statel. Furthermore, neither

state actor has significantly gained from traderifisation in these forms of
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service trade nor achieved their main interestscohomic growth and inter-

state cooperation.

The overall conclusions drawn from this study pdevianswers to the four
core research questions and test the hypothessengesl in the introduction.
With regards to the supposition that bilateral é¢rdiberalisation leads to
greater bilateral trade, this thesis shows thatithnot necessarily the case for
every economic sector. State-facilitation of bitatetrade through trade
liberalisation and engagement with internationalstiintions simply
establishes a framework within which trade can talleee. However, Jordan
and the United States as state actors are notvieddb any great extent in the
trade which actually takes place. Rather it is state actors, sometimes
public sector or government-affiliated actors, stly private sector actors,
which are actually involved in trade between thekats. Thus it is these non-
state actors and the market characteristics whetbrohine levels of bilateral
trade. The framework within which bilateral tradekeés place is merely
complementary. The difference in the levels andingadf trade in the three

sectors studied here demonstrate this to greatteffe

Because the answer to the first research quesiocather complicated and at
any rate is not a simple ‘yes’, the answer to tbeoed question is also
complicated. The second research question asketh&rher not increased
trade levels have led to increased economic gramth market integration.

The evidence in this thesis does not suggest tladefiaite answer can be
given either way. The study of trade in T&C goodggests that increased
integration has been witnessed albeit in a sligllymmetric manner with the
Jordanian market being more dependent on the USetndor exports.

However, the small levels of trade in pharmaceugceds and banking and
insurance services as assessed in chapters sigeard do not suggest that
these sectors are becoming more integrated adnesmarkets. The overall
answer to this question must therefore be thateas®d trade can lead to
increased market integration under some circumstarut only in some

sectors. As stated in the introduction, howeveerdghs much scope for the

further study of bilateral trade between Jordan #mel United States in
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different economic sectors and as the frameworkréate established through

international institutions further solidifies.

In conclusion to the third research question reiggrthe impacts of market
integration on state-level cooperation the disarssin chapters five through
seven must again be drawn upon. Overall, the laniexels of increase in
trade levels and subsequent limited levels of ntarkegeraction and
integration do not suggest that there is greatatedével integration or
cooperation. Certainly increased trade in T&C gobds led to increased
bilateral economic interests on the part of Jor@aractors. However, the
asymmetric nature of this integration reflects arfmf relationship closer to
dependence than interdependence. Furthermore,othelevels of market
integration in pharmaceutical products, banking andurance services
suggest that there has been little increase iredhiaterests with regards to
these sectors and little by way of growth in inggreéndence. In short the
markets have remained relatively independent df eticer and so state-level
interests have not converged to a great extent fimiing the need for
cooperation. On the other hand, Jordanian involvente IOs such as the
WTO and WIPO along with the United States as weladherence to various
regimes governing IPRs and services such as TRiRs GATS does
constitute a significant form of cooperation wittetUnited States at the state
level. Furthermore, the cooperation between Joathahthe United States with
regards to formulating the TRIPs-Plus provisionghimi the JUSFTA is also
significant. Again, here the significant differensetween TRIPs and TRIPs-
Plus provisions must be noted. However, this caatjpmr is sector specific
and confined to unique issues and so does notsemira major paradigmatic

shift towards greater inter-state cooperation amreated issues.

The fourth question addressed by this thesis cersid what the main
national interests for the United States and Jotuare been over the past
decade or so in relation to their bilateral relasi@nd if these are being met as
a result of the policies taken to liberalise trdmween them. As discussed
above, both states have engaged with bilaterak ttdkralisation through

international institutions in pursuit of varioustioaal interests. In the case of
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Jordan these interests revolve around economictgrand stability. For the
United States these interests revolve around great®peration and
integration with the MENA region as a whole usiogdan as an initial step in
a much broader project. For both states no simphelasion can be drawn

about whether or not these interests have been met.

Jordanian exports to the US market have increasetk dilateral trade

liberalisation began and overall economic growth Jardan has been
impacted. Furthermore, the successful reorientatbrthe bilateral trade

relationship with the United States has furtherdsoéd Jordanian efforts to
liberalise trade and economically integrate at ifernational level. The

United States certainly has become a more impoetzomiomic market for the
Jordanian market and thus state and as such hasdiée to increase its
integration with Jordan. It is possible to venttine conclusion, although it
cannot be argued from a position of absolute authahat the increasing
importance of the United States to Jordan showdltrén greater cooperation.
However, asymmetric market integration and issuwei$ioc cooperation in

IOs and trade regimes do not necessarily equatgréater inter-state
cooperation on other issues. Perhaps this foudbareh question was too
bold and ambitious and cannot be answered thrdughhesis on its own, but
instead requires further study of market interaxticand bilateral state

relations.

The hypothesis tested in this thesis is thus prdgdre incorrect in the form
outlined in the introduction. The conclusions oistthesis demonstrate that
trade liberalisation between Jordan and the Urfiiadies through engagement
with international institutions has not led to sfgantly greater levels of
trade, economic growth and market integration.eladt some increases in
bilateral trade, economic growth and market integnahas occurred in some
sectors but not others. Market characteristics @edactivity of non-state
actors are the keys to determining levels of tragtmnomic growth and
market integration and unfortunately as demongdratethis thesis these at
present seem to restrict greater market interactioeh integration between

Jordan and the United States in some sectors. dforthie, even if these

298



conditions are met there is only limited proof tlsailggests that inter-state
cooperation and stable relations between Jordantl@dJnited States will
necessarily follow, even if trade liberalisation edo encourage greater

economic growth and market integration.

A further set of conclusions must be made regardihg theoretical
framework employed in this thesis. By examining ttevelopment of the
liberal institutionalist approach, and how it hasb adapted and defended by
various scholars in response to criticisms it wassfble to define a clear
conception of theory. The approach in this thesis ised a number of key
principles found within instititutionalist theorysad to study international
political economy. A number of refinements of sokeg principles were also
adopted. The resulting version of liberal instia@lism employed in this
research project has thus been characterised tical wersion. As stated in
the introduction this thesis acts as a study ofpbitical economy of trade
between the United States and Jordan, answeringnéer of key questions,

and as an initial test for a critical liberal inistitionalist theory.

The preceding analysis demonstrates a number fgghvith regards to the
utility and explanatory power of this theory. Witgards to the principles of
an anarchic international system and the use efnational institutions to
govern relations in this system positive and negatconclusions have
emerged. The assumption of anarchy has not beesrmimed in the analysis
of this thesis and so is sound. Thelief in the utility of institutions to
facilitate trade, economic growth and cooperatiarttee behalf of actors has
also been demonstrated in chapters three and $obeiag accurate and so is
also sound. The principle of multi-level, positisem games and the absolute
gains achieved through trade liberalisation as waelthe sub-level zero-sum
games and indeterminate gains of actors have beerorstrated in this
thesis. Here, it has been shown that Jordan-USgengent in institutions has
led to absolute gains for both state and non-stetiers, however, these gains
fall short of the desired gains of the state actors
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The analyses of chapters five through seven haledad both state and non-
state actors and have shown the importance of tae-gactor agency in
determining economic activity. It has also beenwshahat not placing

primacy on any single form of actor, for examples state or MNC, has not
hindered the preceding analysis and in fact hasgthened it. The linkage of
issues at different levels of analysis has alswgmao be a solid principle.
Especially in chapters three and four but alsohe latter chapters, the
interdependence of issues at the domestic anchattenal levels of analysis

has been seen to be significant.

As briefly discussed in the introduction and inajez length in chapter two,
the analysis of the role of non-state actors does fa key element of this
project. However, at times during this researchgutostate actors have been
concentrated on in slightly more detail than natestactors. It is worth
emphasising again that this is not due to any gitestate-centricity in the
approach to this thesis, instead this fact mereprasents the limitations in

scope of non-state actor agency in Jordan-US trade.

The final conclusion with regards to the explamatose of this theory,
however, rests on whether or not internationalitutsbns create greater
economic integration through trade and result atggr cooperation through
interdependence. Here, only a preliminary conclusian be made. This is
that engagement with international institutionsttie pursuit of integration
and cooperation is not enough to ensure these.gRatber, non-state actor
agency needs to be taken into account. If intemnaind cooperation are to be
achieved then non-state actors will nee@dbin a manner which utilises the
opportunities presented by international institasio So, this theory has
helped to make sense of the structures, procesggsadicies involved in US-
Jordan trade relations. However, some weaknessnlidse role of non-state
actor agency in determining actual patterns ofdrdd short, perhaps more
emphasis needs to be placed on the agency of ate-attors and their
relationship to institutions in a manner which alofor the analysis of the

role of these actors in integration and cooperaaod acknowledges the
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limitations of the ability of institutions to metitese goals. This concept could

be further developed in future studies.

There are obvious limitations to this study whicluld be addressed in future
work. Any analysis of the political economy of JandUS trade will be
limited by scope to a certain extent. Here, analysk state interests and
subsequent policies have been presented to estahksframework within
which bilateral trade takes place and broader -gtetier involvement.
However, only three economic sectors have beemuded in the study of
trade relations. Here the nature of market intesacand non-state actor
agency has been studied in these sectors and saconclusions drawn.
While the sectors covered differ greatly from eather and represent three
different types of trade, there are many other sypietrade and actual sectors
which could be studied. Perhaps future work coutdcarried out which
analyses Jordan-US trade in other sectors. Furtireinras the preceding
analysis has shown the current regulatory framewoslerning bilateral trade
is relatively young. It would be beneficial to eggain future studies which

could analyse how the relationship develops ovenger period of time.

Critical reflections on the processes involved wmpleteing this thesis,
including the research interviews and writing matto be included here.
Throughout this thesis the subjective nature ofsd@cience research and the
inability to carry out entirely objective reseaithas been acknowledged. Both
what has been studied here and how the researchbomdsicted are of prime
importance. Furthermore, the interpretation ofittiermation gathered during
the research phases of this project must alsoduisked. By acknowledging
that the topic studied here and how it has beermoapped have been
impacted upon by inherent values and ‘common-seihss’ hoped that this
thesis will not be viewed as claiming to be a thgal analysis of the
political economy of US-Jordan trade relations.tikemmore, the conclusions
presented here should not be viewed as claimirgetaltimate truth. On the
contrary, this study from the outset was preseatefist one analysis — albeit,
an attempt at the best analysis possible at tims # where other competing

analyses may also be possible. This thesis hasai@e extent been based on
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the interpretation as well as the description arebgntation of information.
While subjective opinion has been minimised wherie not appropriate the
possibility that some opinions are expressed oelsnaped the analysis here
must be conceded — although it is believed thedlenai have impacted the

overall analysis of this thesis to a great extent.

The information gathered during the research phabésis project presents
some questions. In the first instance much of tifermation which has been
analysed here was collected on field research tfipghich interviews were a
key component. Approximately thirty individual imigews were carried out,
some with fixed questions and some rolling disaussi Both methods of
interviewing present the possibility that some val# information will not be
collected. However, preparation for the interviedwough prior research led
to the designing of a range of questions upon wtoctiraw. The result was
that as best as can be guaranteed accurate andnteli@formation was
collected with a minimum amount missed. The rollcthgcussions were very
useful in exploring the experiences and thoughtsingdiividuals directly
involved in what was being studied. The use of shalling to gather
candidates for interview was also effective but le@d to the possibility that
some sources were ignored in favour of others.ustrbe acknowledged here
that while the best efforts were made to condutgrurews and literature-
based research, there are practical limitationgkvbannot be avoided. These
include financial, time and access limitations. Jlie possibility that there
may have been some information not gathered muattepted.

A final set of conclusions must be made here temghasise where the
claims to originality in this thesis lie. In onense this project contributes to
the body of IPE literature which considers the MENgion. This literature
as a whole is rather limited in terms of what a&tand issues are studied as
well as being western-centric in nature. Furtheendordan has largely been
excluded from this literature and so this studgrafits to bring Jordan in to
IPE discussion. At the same time this is a studicivhemains free from the
constraints of the Trans-Atlantic divide in IPE andtead examines the topic

at hand without the distraction of trying to reirde one of the main schools.
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This research project is also original in the sethsg it examines issues of
high and low politics and how they relate to eathepo in the US-Jordan
relationship. Most studies which have examined OSlan relations have
focused either on high or low politics with littlttempt to combine their
study. While this thesis does not claim to entiregtinterpret US and
Jordanian national interests, there is the claimriginality in the analysis of
how these interests are being pursued throughnatienal institutions, trade
liberalisation and market integration. Thus criticanclusions have been
made about the utility of this form of contemporanlicy direction on future
Jordan-US relations. Furthermore, the precedindysas adapted an existing
theoretical approach. There has been no claimtéb doiginality in the use of
theory as many of the principles of the liberaltimsionalist approach used
here have been applied elsewhere. However, thetisgleand adaptation of

some of these principles in a critical form as agapto this analysis is unique.
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