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EFFECTS OF GREAT ARAB FREE TRADE AREA ON
AGRICULTURAL TRADE BETWEEN JORDAN AND ARAB
COUNTRIES (1988_2003)

by
Furat Al-boustaji

17114

Supervisor
Dr. Taleb Awad, Prof.

Abstract

The study aims to discuss the Jordan Agriculture sector and the challenges that face this
vital important sector which is considered crucial for the comprehensive economic
development .

The study over lighted the Jordan external trade in the agriculture sector with Arab
countries and the rest of the world . The countries covered in the this study are Syria ,
Lebanon , and Oman .

In addition, the study explored the potential possibilities for increasing the volume of
Jordan agricultural exports to the above-mentioned countries by using the Revealed

Comparative Advantage (RCA) approach to determine the attendable maximum level,

of the set of certain agricultural goods.

As far as the econometrics technique is concern , the study tried to estimate the
agricultural exports supply equation as well as the agricultural imports demand equation
between Jordan and the three Arab countries using the method of ordinary least square

(OLS)

The main result of the study indicates that the RCA between the Jordan imports and

selected Arab countries exports of agricultural goods was high . In contrast, the RCA
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was weak between Jordanian exports and the selected Arab countries imports of
agricultural goods .

According to this result, the study believed that there is a possibility to increase the
Jordanian agricultural exports to Syria by Y,1 million U.S. dollar by year Y+ ¥ , to

Lebanon by Y,1Y million U.S. dollar and to Oman by %,Y% million U.S. dollar .

The Jordan agriculture export supply function with Syria showed a positive relations
between value of the exports and the income variable . The income elasticity was
estimated at (AAA£) while the relative prices variable was insignificant . More over,
the dummy variable was insignificant . This may indicates that there is no impact of

GAFTA agreement on the Jordan agricultural export to Syria .

As for the function of agriculture imports from Syria, the results of the estimation
showed that the price elasticity was (-£,¥ V), the income elasticity was (V.1 +V) and

the dummy variable shown a positive impact .

The estimation of Jordan agricultural exports function to Lebanon showed that a
positive relation with income (elasticity equals ©,YAA ), while the price coefficient
showed no influence, while the impact of the GAFTA agreement on Jordan

agricultural exports to Lebanon .

Regarding the function of the Jordanian agricultural imports from Lebanon, it showed
that the income elasticity was (1,A1%), while the price elasticity was insignificant and
the impact of GAFTA agreement was negative on the Jordanian agricultural imports

from Lebanon.
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The Jordanian agricultural exports function with Oman showed that the income
elasticity was (%,¥11) , while the price variable coefficient was insignificant . The
dummy variable was insignificant too indicating that there is no effect of the GAF TA

on Jordanian agricultural export to Oman .

In the other side, the estimated equation of Jordanian agricultural imports from Oman
showed that the income and price variables were insignificant , while the impact of

the GAFTA agreement had a negative effect ( its elasticity was -Y,Y-V ).

The main recommendations of the study are :

Increasing and improving the agricultural area and its productivity , maintaining the
vital land in the kingdom, using the modern techniques, improving the
competitiveness in the external markets , increasing the volume and efficiency of the
investment in the agricultural sector which would lead to an increase the agriculture
output and diminishing the imports and enhancing the agricultural trade balance as
well as the balance of payments.

Other recommendations are to unification of customs legislations by related official
Arab institutions, that can help in removing the obstacles facing the Arab trade and
the customs systems and procedures which will result at the end in supporting the

Arab economic integration.
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