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Background 

King Abdullah II of Jordan approached the U.S. Ambassador in early 2008 seeking U.S. assistance to help Jordan cope with an emerging crisis in the energy sector.  In response, USAID Jordan requested support from the Economic Growth, Agriculture, and Trade (EGAT) Bureau’s Office of Infrastructure & Engineering to assess the energy situation in Jordan and map out possible avenues for USG support for longer-term energy sector reform and development in Jordan. The assessment took the form of a desk study and field visit conducted in Jordan by Nexant in March 2008, followed by a two-week in-country assessment in April 2008 conducted by two EGAT staff, Allen Eisendrath and Gordon Weynand. 

The assessment and recommendations for assistance were presented to the Embassy Country Team and Mission Management on April 15, 2008. The Ambassador endorsed the four broad assistance themes outlined by the team: energy efficiency, regulatory reform, public-private partnerships, and access to credit. The themes are more fully described in the attached assessment.  On April 17, 2008, the USAID Mission’s senior leadership group met to discuss follow-up.  At this meeting, Mission management tasked the energy working group, and the Water Resources and Environment (WRE) team specifically, to put together a quick-start program based upon the assessment team’s recommendations, and to simultaneously begin work on the design of a longer-term program.  During the course of development of this two-track approach, the energy working group decided it was more efficient to develop a longer term program from the start.  This decision was presented to Mission Management and approval was given to take the single program approach. The concept paper for the program was presented to the Mission at large on September 3, 2008.  At the conclusion of this review, the paper was approved.  Concerns and recommendations made by participants in the review are addressed in this memo. 
JEP is timely, and supports the Government of Jordan’s (GOJ) recent openness toward energy sector development. Jordan is in a transition from very low cost petroleum prices to purchasing energy supplies at global market prices, while striving to expand energy services to keep its economy growing.  Jordan’s economic growth and social development requires increasing energy supplies.  Jordan currently meets its energy needs by importing 96% of its oil and gas requirement.  This dependence on imports has taken on immense political and economic importance now that access to below-market oil from Iraq has ceased and international market prices for petroleum are significantly above price faced by Jordanian consumers in the past.  The result of these intersecting trends is an urgent energy sector crisis that threatens to provoke social, economic, and political instability if left unaddressed.

To support the economy from 2007 to 2020, Jordan’s primary energy demand growth is expected to be 5.5% annually, and electricity demand growth is expected to be 7.4% per year.  This means that in 2020, the economy will require 15 million tons of oil equivalent, up from 7.6 million tons in 2007.  Projected electricity demand in 2020 will require 5,770 megawatts (MW) of generating capacity, as compared to the 2,100 MW available in 2007.  Additional generating capacity required is 4,100 MW, which requires 300 MW a year of new capacity.  Longer term, the GOJ must therefore 1) reduce demand via energy efficiency measures; 2) ensure that the legal/regulatory climate for energy sector development is supportive of energy efficiency, development and integration of renewable energy sources, and attractive to private sector investors; 3) aggressively seek private sector investment in the energy sector, and particularly in renewables; and 4) facilitate consumer and business access to knowledge of efficient energy use practices and energy efficient technologies. JEP will contribute to accomplishment of these objectives.  
Program Objectives
Program objectives are designed to be comprehensive, synergistic, and encompass all activities projected to be implemented between 2009 and 2014.  The program is designed to efficiently use resources to maximize impact.  Therefore, where appropriate, activities will work across objectives through linkages and collaborative implementation instruments.  
Objective 1:  An incentive framework that promotes best use of national energy resources. 

A comprehensive incentive framework sets the boundaries for use of resources and is comprised of law, policy, regulation, standards, codes, letters of instruction and an effective implementation and enforcement structure.  Jordan has much of the basic incentive legal framework to encourage best energy use in place and a new renewable energy law is soon to be put before the Parliament.  However, this framework is ineffective because it has known gaps – the most obvious being codes for high-rise buildings – and the structure for ensuring compliance is weak.  These illustrative activities to support this objective would be incremental but not necessarily sequential. 

· Lay the foundation with a review of the framework to identify gaps and weaknesses. 

· Develop needed corrections, i.e., design and assist the GOJ in drafting improvements to the legal framework and implementation and enforcement structure.  

· Provide support to get a proper implementation and enforcement structure in place and functioning efficiently. 

Jordan has great potential for generation of energy through the use of renewable resources.  Carbon credit trading or other approaches to gain additional return from investment in renewable sources of energy are potentially significant incentives.  These opportunities will be investigated and developed.

Being positioned at the center of the regional energy networks for natural gas and electricity requires that components of Jordan’s incentive framework be compatible with neighbors, adding complexity.   
Objective 2:  Energy producers, utilities, and consumers utilize best energy use practices.

Energy use practices impact everyone in Jordan.  A multiplicity of tools will be used to improve use of energy resources. The following is a list of illustrative interventions: 

· Public outreach to raise the awareness on the importance and value of improved energy use practices;

· Energy Best Practices Guides to assist industrial, commercial, and residential customers to improve energy use efficiency;

· Energy Audits to help consumers identify wasteful energy use practices and to take steps to reduce demand;

· Implementation of Energy Star® type programs to enable customers to make better choices when new appliances and equipment are purchased;

· Demonstrations of state-of-art for energy use in building and by equipment;

· Support adoption of Green Building concepts in Jordan;

· Training and certification of energy sector skilled labor to increase labor productivity and enhance safety in delivery of energy to customers;

· Small grants to promote extension of efforts to underserved sectors of Jordanian society, e.g., linkage to and support of community efforts by Peace Corps volunteers and local non-governmental organizations;

· Linkages to and collaboration with the American Chamber of Commerce and other professional and business associations with a potential to support accomplishment of Objective 3 below;

· Assistance to energy generators, transmission companies and distribution utilities to promote and integrate renewables into grid; and

· Assistance to the new privatized petroleum sector, e.g., the GOJ would like to see a model modern gasoline service station, similar to those in California that trap fumes, another example of an effort that links to Objective 3.
This is not an exhaustive list; other interventions supporting accomplishment of the objective may be added.

Objective 3:  U.S. energy expertise supports the Jordan energy sector.

With the Jordan U.S. Free Trade Agreement rapidly reducing tariffs on U.S. manufactured goods there are increasing opportunities for U.S. companies’ involvement in the Jordan energy sector.  Possible interventions include, but are not limited to:

· Partnerships between U.S. and Jordanian electricity transmission and distribution companies (links to Objective 2);

· Partnership between U.S. regulators and the Electricity Regulatory Commission (links to Objective 2);

· Global Development Alliances between U.S. and Jordan energy sector industries; 

· Identification and exploitation of opportunities to increase awareness of U.S. companies on opportunities for investment in Jordan’s energy sector; and

· Collaboration with the U.S. Trade and Development Agency (USTDA) to identify potential for U.S. industry investment in the Jordan energy sector.

Capacity building of GOJ and other energy sector partners’ staffs, and improving the adaptive capacity of Jordanian society at large, are cross-cutting activities that will support accomplishment of all three objectives.  An activity to improve access to credit for energy efficiency enhancing investments will link objectives 2 and 3.

