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ith the amended electoral law
gaining the final stamp of
approval at the end of July, it
appears as if the reform season has come
to its conclusion. After a painstaking
eighteen months, the state has brought us
back to square one. The detested single
non-transferable vote (SNTV) is back with
a vengeance, only this time to be accompanied by a 27-member national proportionate
list. Thus, the SNTV system will determine
82 percent of our lower house of parliament
(123 out of 150 seats), and with that our
moment of truth has ended.
In many ways, the reform saga exemplifies
Jordan’s history of political and economic
development. We are great at establishing
“committees” that
identify our problems,
I, for one,
just like the National
will have no Dialogue Committee
justification charged with reaching
a consensus on
for the
new political party
younger
generation and election laws
in March 2011. In
Jordan, we know very
well what our problems are. And often,
we know the solutions. But just like the
reform saga exhibited, we have no way of
implementing these solutions. We keep
finding reasons to stall, delay and postpone.
We keep getting cold feet. We do not have
any political leaders with the resolve to bear
responsibility for their decisions. And at the
end, we do nothing.
It is time to call a spade a spade. There
are no “reactionary forces.” There are no
“enemies of reform.” These have become
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abused clichés and euphemisms for the
dominance of the security establishment
over Jordan’s polity, economy, and society.
In Jordanian political circles, there are no
reformers, and there are no liberals. The
only variance is in the level of conservatism. Contrary to public perception, we
never had “liberals” (neo or otherwise) ruling over Jordan’s polity or economy. These
people were only less conservative than
their peers, but nonetheless conservative.
They only saw Jordan’s polity, economy,
and society in one lens: the security lens.
They judged everything and everyone on
their perceived security risk, nothing more,
nothing less. Thus we handed our country’s
most sensitive posts, those that required the
most maverick and intrepid thinkers, to our
most tame, dull, and risk-averse brethren.
However, unlike Ramadan, the reform
season does not bless us every year. If
history is any indication, reform seasons
tend to roll around Jordan every twenty
plus years or so. If we are to judge by past
experiences, the next reform season will
be at least a generation away. And when
the history of the Arab Spring is written, it
will be documented that Jordanians missed
a huge opportunity to develop their polity,
their economy, and their society.
I, for one, will have no justification for the
younger generation.
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In February, all eyes were on Jordan’s teachers,
who staged a historically successful strike to
negotiate better salaries. But will that solve the
problems ailing Jordan’s public education? AbdulWahab Kayyali investigates.
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Mustafa Rawashdeh is a towering
figure. With gazing green eyes, a thick
mustache, and very few remaining teeth,
he wears his troubles on his face. Yet he
carries himself with a confidence that
only a school principal can muster. And
for almost the entire month of February,
Rawashdeh was perhaps the most influential man in Jordan.
Rawashdeh is the leader of the
Jordanian
Teacher’s
Committee,
which was the chief organizational
force behind the formation of a teachers syndicate. The committee had also
called for the teachers strike and massive sit-in near the Prime Ministry on
February 14 to protest the delay of a
promised 100 percent raise in the teachers’ basic salaries. The sit-in, which
paralyzed Jordan’s public schools, was
perhaps the country’s largest and most
notable civil action to date, drawing in
thousands of teachers and wreaking
havoc upon Amman’s traffic. Due to
fiscal pressures, the government had
wanted to enact only 70 percent of the
promised raise, delaying the remaining
30 percent over the next couple of years.
Ultimately, the teachers reached a collective bargaining agreement with the
government – to enact 85 percent of the
promised raise on April 1, and the other
15 percent on January 1, 2013. It was the
first time in Jordan’s history a strike of
that magnitude results in a compromise,
with both sides conceding on some of
their demands.
Throughout the process, Rawashdeh
was there. “When you’re talking about
teaching, you’re talking about the widest professional segment in Jordan,
which spans all across the different socio-economic strata. You have 1.7 million students and 104,000 teachers and
administrators,” he said. In February,
Rawashdeh single-handedly held sway
over that enormous swath of Jordanian
society. “The agreement is just the
beginning of what needs to be done;
a small accomplishment to be built on
in the future,” he said. In light of this
agreement, Venture decided to focus on
the quality of Jordanian teaching. How
will the agreement impact the quality of
teachers? What are some of the lingering issues Jordanian teachers still face?
How are teachers staffed, and why isn’t

teaching an attractive profession? And
what are the possible remedies to the
outstanding problems?
The new deal
Prior to the deal (and the government
restructuring that took place in 2011),
Jordan’s teachers had it real bad.
Venture obtained a copy of the previous
salary scale (and the new one) from the
Ministry of Education. New teachers
used to be appointed with a JD 82 basic
salary. Their gross earnings would reach
about JD 235–240 per month. Effective
January 1, new teachers will get appointed with a JD 156 basic salary; their
gross earnings will reach approximately
JD 370 per month.
Dr. Saleh Khalayleh, director of
the public education directorate at the
Ministry of Education, said the teacher’s
raise was a long time coming. “The salary increase of 100 percent should have
been implemented between 1995 and
2000, but the Government stopped it because it was trying to reduce its spending
levels,” he told Venture. Khalayleh also
explained the long delay in the formation of a teacher’s union. “The delay in
forming a teacher’s syndicate is due to
the inability of previous legislators to

the quality of teaching. We have to
reconsider our curriculums, our laws
and regulations, our school buildings.
Schools need to enjoy more financial
and administrative independence. That
would lead to more creativity and innovation in the educational process,”
he added. “The non-financial issues are
deeper and more important.”
Former minister of education Dr.
Tayseer Noaimi had a radical view of the
new agreement. “I see no link between
[the agreement] and any sign for improving the quality of education,” he said in
an e-mail correspondence. “On the contrary, these kinds of moves may affect
quality of education negatively because
it may lead to relaxation of compliance
measures usually imposed by school
principles for those who don’t show up,”
he added. Noaimi worries that the takeaway message would be strikes and pressures pay off, and “there will be no consequences for being away from schools.”
He also said that “teachers never made it
clear that this [salary increase] was not
only a right, but also a commitment on
their behalf to work hard.”
But other sources agreed that the
agreement was a step in the right
direction. “Financial reward is part of

The problem for Jordanian teachers is
that those who work get paid as much as
those who don’t
identify teaching as a profession,” he
said. Pointing out that not all salaries
at the Ministry were subpar, Khalayleh
added that some Ministry of Education
employees earn salaries that reach up to
JD 1,500, and some teachers make up
to JD 1,000. He said the new deal ought
to impact the productivity of teachers at
public schools. “If you want your rights,
you have to fulfill your responsibilities,”
Khalayleh said of the teachers.
Rawashdeh believes the impact of
the raise will not be felt immediately.
“I don’t think the quality of teaching
will improve any time soon. It needs
time, maybe 10 years before we see
any results,” he said. “And it’s not only

the incentive for every human being.
It is not the only consideration, but
it’s an important one,” said Dr. Amin
Amin, president and CEO of ASK for
human capacity building, a teachers
training service provider. “60 percent
of the entire teaching process depends
on the quality of the teacher,” he told
Venture. Still, Amin wondered if JD
370 per month was enough to sustain a
decent living in Jordan. “I realize very
well that there are tremendous consequences to giving the largest working
force in Jordan a 10–20 percent raise...
It’s going to cost the treasury money
the Government doesn’t have. But
this is an endless cycle, and as long as
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we’re stuck here, we can’t expect our
national economy to grow, and we
won’t be able to harness a knowledge
society,” he said.
A thankless job
Besides the low pay, the sources identified several other concerns for teachers.
Overcrowded classrooms, heavy course
loads and absence of specialization, lack
of training and incentives rank as the most
important. Overcrowded classrooms are
particularly characteristic of urban areas,
where Noaimi said the student/teacher
ratio in some East Amman and Zarqa
schools is 50:1. He believes there is a
misallocation of teachers across different
schools “Almost 50 percent of schools
account only for about 22 percent of
students but around 40 percent of teachers,” he said. “Imagine that 25 percent of
schools accommodate only 4 percent of

to teach subjects that don’t fall within
their specialty. Most teachers don’t have
a job description,” said Rawashdeh. But
Amin did not believe this was an obstacle today. “Just like student/teacher
ratios, course loads can be neutralized
by modern methods of teaching and
utilization of technology. It’s not like
old times,” he said. Noaimi acknowledged the heavy course loads on some
teachers, but said many others get
away with very little work. Rawashdeh
pointed out that substitution classes for
sick or absent teachers is a big problem.
“Substitution is a disaster. There are no
adequate substitutes for teachers – and
most substitution classes are play time,”
he said.
And though the Ministry dedicates
generous budgets towards training
programs, lack of training and motivation remains a significant concern for

We are entrusting our students to our
society’s worst
students and 12 percent of teachers.”
Rawashdeh said large classrooms
restrict student participation. “It is an
educational violation for classes to
exceed 40 students. And larger classes
are much more difficult to manage,” he
said. But Amin argued that technology
could help neutralize large classroom
sizes. “With the technological development that we are witnessing, teachers
today are facilitators, not sources of
knowledge...teachers can mitigate the
impact of large classroom sizes if they
act more as facilitators. [They] need to
stop spoon-feeding students,” he said.
Meanwhile, Noaimi argued that there
was no correlation between quality
of teaching and classroom sizes. “It’s
not that small classrooms necessarily
enjoy effective teaching while large
classrooms suffer. Research tells us the
quality of education is unharmed with
up to 40 students per class.”
Then there were heavy course loads,
where some teachers are asked to teach
25 classes per week in a plethora of
different subjects, hindering their specialization. “Teachers are often asked
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teachers. “These [training] schemes
are ineffectual and are rarely translated
into different performance in the classroom. I’ve been a teacher and school
principal for 25 years, and I have yet to
see an impact for these schemes on the
teachers, either in terms of knowledge
or professionalism,” said Rawashdeh.
Khalalyleh counters that teachers
need to work on their receptivity of
programs. “Teachers are trained prior
to being employed and on the job, and
there is curriculum reform underway to
address course loads. What we’d like
is for teachers and their mentality to
develop simultaneously,” he said.
Rawashdeh acknowledged some
responsibility on the part of teachers.
“Today, the teacher himself bears
responsibility for a lot of what’s
wrong about the educational process.
Because the teacher is unqualified,
untrained, and does not belong to the
profession,” he said. Nevertheless,
he maintains that even with the new
agreement, the compensation scheme
simply does not motivate teachers to give more. “The problem for
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Jordanian teachers is that those who
work get paid as much as those who
don’t,” he said. Amin believes the
largest two issues facing teachers were
compensation and professional development. “We still don’t have licensing
for teachers, and thus no way to judge
if people are qualified to become
teachers. So you have people with no
pedagogical background going into
the teaching sector,” he said.
Those who can’t do, teach
Off the bat, two major issues emerge
around the entrants into the teaching job
market. First, the salaries prevent talented personnel from entering the market,
simply because there is more money
to be made elsewhere. Second, hiring
practices at the Ministry of Education
are arbitrary, and there is no way to filter
out bad entrants.
“Most of those who become teachers have low averages in their high
school exams. There is no demand for
teaching positions,” said Rawashdeh.
He added that the new compensation
scheme might restore the value of teaching. Khalayleh concurred. “There is no
money in the industry, which is why it’s
not very attractive. The new agreement
should make things a bit better,” he said.
Amin said the low quality of teachers resulted in a vicious cycle on the
national level, where we doom our students to future failure. “Low wages in
the education sector have made it such
that the worst graduates who can’t find
any other job end up teaching. In the last
twenty years, the worst graduates have
ended up teaching our students – and
in turn producing very low caliber students. So we are entrusting our students
to our society’s worst,” he said.
And if the profession wasn’t attracting enough bad applicants, the hiring
process at the Ministry of Education
cements bad teachers into the system.
The Ministry relies on the Civil Service
Bureau (CSB) to supply it with the
necessary human resources. This
means that applicants to any administrative position, who want to work in
the government in any capacity, are
appointed as teachers. There is no interview process to determine whether
applicants are suitable. And there is no
48
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prerequisite, such as a license or certification to demonstrate competence.
“Right now, the staffing process is
very arbitrary. And the ramifications
are disastrous. I’ve come across teachers with psychological conditions, or
teachers who can’t pronounce words,
or teachers unable to build a relationship with students,” said Rawashdeh.
Khalayleh stated that the Ministry
has tried to address the problem.
“There has been some thought put into
the necessity of interviewing teacher
applicants, because not all graduates
are fit for teaching. This is still being
considered, but you need the [Ministry]
administrators to be motivated. Our
problem is that we fall back on what
we’re used to, and take the easy way
out. We need people that are excited

about their job and can think outside
the box,” he said. “We need to change
the legislations to allow us to hire outside the realm of the CSB,” he said.
Noaimi said the Ministry had prepared a new hiring plan, but he was unaware if it was going to be implemented
or not. “The Ministry approved a new
teacher recruitment policy last year supported by a decision from the Council of
Ministers,” he said. “The new procedure
would involve tests and interviews by
the Ministry for those willing to serve
as teachers. Those who meet the criteria will be provided with an induction
program for 4–5 months before they are
distributed to schools. These were some
of the new policies adopted during 2011,
but I’m not sure whether the Ministry is
still willing to implement them.”

And if all of this wasn’t bad enough,
many teachers refuse their appointments – leading to a shortage of teachers, especially in rural and remote
areas. According to Rawashdeh, 47
percent of appointed teachers refused
their appointments last year. Khalayleh
said the Ministry has a transfer incentive scheme to encourage teachers to
go to remote areas. Under the scheme,
teachers are given raises of JD 150
if they transfer to a different region,
JD 100 if they transfer to a different
province within a region, and JD 50
if they transfer to a different town or
city within a province. Additionally,
the Ministry occasionally provides
housing for some teachers. Still, they
had shortages of male teachers in math,
physics, biology, chemistry, sciences,
history, geography, and computer science. “We are trying to hire teachers
[in these disciplines] directly without
going through the CSB,” he said.
All the sources agree that the sector
can benefit from some decentralization. “In the schools we’ve been able
to accomplish the most; we were able
to convince teachers that they make a
difference as individuals. So autonomy
and independence are important considerations for teachers,” said Amin.
As it is right now, hiring and firing
at public schools needs to be approved

by none other than the Prime Minister
himself. Most other decisions are made
in the corridors of the Ministry in al-Abdali. “Decisions are made in Amman for
all 40 directorates without knowledge of
the local environment or regional conditions,” said Amin. “The most realistic
step is to give more autonomy to the
[40] directorates....In the UK or the US,

each school training its own teachers.
“If these sessions are conducted on a
school-by-school basis, where individual schools are responsible for the training budgets, and the training staff are
actually the school teachers themselves
(who go through a TOT program), the
results would be much better,” he said.
Noaimi agreed. “We should move

I’ve come across teachers with
psychological conditions, or teachers
who can’t pronounce words, or teachers
unable to build a relationship with
students
there is no national policy for education.
Education is determined by state or local
government policy.”
Rawashdeh went even further in calling for each school to call its own shots.
“We can’t have a unified program for
all the schools in the country. We have
to take each school’s environmental
and geographic characteristics [into account],” he said. “The best scenario is
for schools to be independent administrative units, with independent budgets,
which pay teachers directly, weekly or
biweekly,” he added.
Rawashdeh also said that training
should be conducted in-house, with

toward a demand-driven approach to
teacher training, and training should be
conducted at the school level,” he said.
Khalayleh said the Ministry needs to
move towards decentralization, but that
as they are in hiring, its hands are tied
by the laws of the land. “Our problem
is not with any of these ideas, it is with
the legislative framework governing our
work – which we are bound with.”
Noaimi and Rawashdeh also posited
that 3,200 schools were too many for
the country, and that there needs to
be some consolidation in order to address the shortage of teachers and the
underutilization of schools. “The only
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effective measure the Ministry should
consider is to redistribute schools and to
rationalize schools expansion policy,”
said Noaimi. “We should not hire more
teachers every year. What is needed is to
bring more efficiency and accountability
to the system,” he said.
Additionally, he indicated this could
also remedy the issue of large classroom
sizes. “If these small and fragmented
schools were consolidated using a
school mapping system...[we’d be able
to save on hiring many teachers, and can
redistribute those we have to schools
that need them],” he said. Rawashdeh,
who is an unlikely avant-garde labor
group leader, said the resulting unemployment might be worth it in terms of
future gains for the national economy
(in terms of a qualified work force).
The sources also agreed that the sector
can benefit from some performancebased compensation schemes. “The
most efficient way is to revisit the teachers’ ranking system [on the salary scale]
and tie it to performance, rather than
just meeting the qualification [academic
degree or years of experience], and to
adopt the newly-endorsed teacher policy
framework, [which includes] a teachers
performance management system,” said
Noaimi. Rawashdeh, who is running
for the post of head of the teachers’
syndicate in its April elections, said he
would campaign on tying salaries to
performance metrics, and would work
to accomplish that if elected.
Khalayleh said tying salaries to performance was a good idea in principle,
but would be difficult to implement.
“When you have such a large number of
teachers, it’s difficult to audit and evaluate their work. We need to rebuild the
system of values – such that teachers do
their job,” he said.
Amin said parents need to get in on the
monitoring process of their children’s
education. “When parents are involved
in the process, it creates a sense of accountability to the process. The parents
in the public school sector are almost
absent,” he stated.
Rawashdeh even managed to utter the
evil word itself as a prospective solution
for what ails public education: privatization. He said new hires must be made to
sign contracts, just as employees in the
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private sector. “This is very difficult to
implement in Jordan today, but in the
future...we should have contracts, which
state exactly what the teaching job
description should be. These contracts
should be subject to administrator approval (at the school itself) for renewal,”
he said. “When teachers feel like schools
are administratively independent, their
productivity will improve.”
He elaborated on his thought process. “The public education system
now suffers from all that ails the
public sector in Jordan: disregard and
neglect, laziness, and lack of innovation and productivity. Contracts are a
step towards ‘privatizing’ the administration of public schools,” he said.
“I would not support the privatization
of the sector as a whole. But I would
support the privatization of training, recruiting, and administration/

management.”
In many ways, Jordan’s public
education sector encapsulates the
problems of Jordan’s public sector.
Overstaffed, inefficient, underpaid,
and used as a vehicle for political
appeasement via employment. But
unlike most other public sector departments, education can ill-afford
the costs associated with inefficient
staffing. As Rawashdeh explained, it’s
not like the employee is misplacing
a file or document in an office. The
impact is on raising future generations
of Jordanians. And unless staffing
goes out of the realm of the Civil
Service Bureau—perhaps one of the
more notorious arms of the Jordanian
rentier state—little will change with
the quality of Jordan’s educators and
education, regardless of whether more
is spent on them or not.

coverstory

A PRIVATE INVESTIGATION:
REVISITING JORDAN’S
PRIVATIZATION PROCESS

Amidst all the noise surrounding the country’s privatization process, it is difficult to hear an unabridged or unbiased
narrative. Abdul-Wahab Kayyali revisits the process with some of its practitioners and monitors.
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Dr. Mohammad Halayqa is flabbergasted by the discourse on privatization. The former deputy prime minister
and minister of industry and trade, and
current member of the lower house
of parliament, thinks the level of the
discussion has hit rock bottom. “There
is a Chinese proverb that says when
the shouting gets louder, the voice of
wisdom disappears,” he said as he
pondered the notion of buying back
privatized companies.
The past few months have been
tumultuous for Jordan’s business
environment. Tens of cases involving
suspect business behavior have been
sent to the Anti-Corruption Committee
(ACC). The entire process of Jordan’s

privatized companies regulated? What
fuels public anger, and how realistic is
it to think of reversal? Lastly, can the
private sector do anything about its
dwindling reputation?
Whither sell?
Lost in the current raucousness is
the main driving force behind the
privatization process, namely Jordan’s
structural reforms imposed by the IMF
in the early nineties as part of the debt
relief. “The privatization, historically
speaking, started in the second half of
the eighties, in the heyday of the public sector, when it not only increased
in size but in intervention in the economy,” said Jawad Anani, economist

Privatization was a way out of the
economic predicament at that time, the
public debt and trade balance deficit
liberalization and structural reform is
being put on trial. And the privatization
deals the government signed in the past
decade or so have not been immune.
The situation reached a boiling point
in the end of December, when in a rare
moment of showmanship and bravado
Prime Minister (PM) Awn Khasawneh
promised Parliament to launch a “thorough and comprehensive” review of the
privatization processes, hinting that the
government would consider “reacquiring” some of these assets. (He would
later qualify his statements to indicate
the government will be more careful in
renewing the concessions or contracts
with these companies.) The statements
ignited a fury of commentary from the
press, with Al Ghad’s newly appointed
Editor-in-Chief Jumana Ghuneimat
wondering out loud if the PM had
“forgot his brave statements during the
World Economic Forum meeting in the
Dead Sea, that he doesn’t know much
about economics.”
The PM’s statements motivated
Venture to chase the privatization
story. Why did Jordan privatize these
assets? How did the process go, and
what were the results? Was the process
marred by misadministration or corruption, and how were these newly

and former deputy prime minister.
“In those days, almost ninety percent
of the consumer basket’s prices were
determined by certain government
decisions. We started using words
like crowding out, and then we had
the whole debt problem that brought
the IMF regime of liberalization and
privatization,” he added.
Halayqa identified three main principles that determined the government’s
approach to privatization. “First, the
government should not be running factories or hotels or establishments that
could be run more efficiently by the
private sector. Second, Jordan has always suffered from high indebtedness.
At some point, we had to repay these
debts. Third, some of the [privatized]
companies reached a point of collapse,
for different reasons,” he said.
“Privatization was a way out of the
economic predicament at that time,
the public debt and trade balance deficit” said economist Ibrahim Seif. “The
only way out was to reduce the size
and expenditure of the state through
letting go of the state's non-core businesses,” he added.
A source at the Executive
Privatization Commission (EPC) told
Venture it was ultimately the debt

problem that forced the government’s
hand. “The country did not have a
choice whether to continue on the
previous path or not. It had reached
the point of economic, financial, and
monetary collapse,” said the source,
who wished to remain anonymous due
to the sensitivity of the topic. “Also,
[the country] was about to sign the
Paris and London club debt agreements
to reschedule its debts. So even if the
government wanted to, it could not
have financed expansion in (or even
maintained) the country’s infrastructure, nor could it satisfy the demand for
this infrastructure,” the source added.
Many forget the degree of inefficiency these major companies/sectors had
reached, which most sources described
as “struggling” prior to being sold.
“We had bad experiences with public
companies: a bloated labor force, low
profits, inefficiency, and so on,” said
Halayqa. “What kind of service is it
when you have to wait for three years to
get a telephone line?” wondered Anani.
“The government was not doing a good
job managing these corporations, and
there was no indication that this will
change,” said Seif.
It seemed the Jordanian government
was in a difficult position, with privatization being the only way out. “What
were our options if we didn’t privatize
these companies?” asked Suleiman
Khalidi, senior correspondent at
Reuters, who added that in many
cases, “the government was running
after investors.”
Fair and balanced
Seif told Venture that it is important
to differentiate between the concept of
privatization, essentially why Jordan
privatized, the process of privatization
or how it privatized, and the results of
the process. While most sources agree
to the reasons behind the privatization,
their opinions are mixed on the fairness
of the process.
“First, we needed a fair price for
the stake sold. Secondly, what is the
added value of any potential investor,
what could they add to the existing
operation? Thirdly, we needed to
maintain employment levels so as not
to exacerbate unemployment. Fourth,
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government needed to maintain the
golden share in all these companies,
which meant at least 26 percent of the
companies,” explained Halayqa, who
was involved in the cement and potash privatization deals. “Negotiation
for [those] deals took a long time,
and it was difficult, and Jordan got
the best terms at the time,” he said. “I
think the phosphates deal could have
been improved. The government
should not have accepted a fixed royalty rate,” he added.
Anani, who was involved in the
privatization of Jordan Telecom and
Royal Jordanian, echoed that the process was imperfect, but also expressed
his satisfaction with it. “I think the
first deals were calculated and studied
well...I think we got the right price
on those deals, but at the same time
we were oblivious to certain facts,”
he noted. He gave an example of
how the government licensed mobile
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phones, believing marginal demand
would decrease rather than expand
exponentially. “The government was
a very poor marketer. The demand
[for telecommunications] was there,
but they couldn’t supply it,” he said.

Telecom,” he exclaimed.
But while those involved praised the
process, Seif and Khalidi were more
critical. “At the beginning there was no
capacity, in how to manage the process,
conduct due diligence, get fair pricing

Privatization was an elitist process.
Decisions were taken behind closed
doors. This is why some of the deals were
unfair for the government
“We did not estimate the demand for
mobile phones would be that big.” He
noted that the technological leaps also
worked in favor of dissemination of the
technology. “Who could have imagined this [technological leap] in 1991
or 93 or 95? We didn’t know better.
That was the level of our experience in

and insure transparency in the process.
There was also a lack of a philosophy
as to how to make these companies
publicly owned. So we ended up with
debt swaps or mass privatizations for
single owners which transferred public monopolies into private hands,”
Seif said. “It was an elitist process.

Decisions were taken behind closed
doors. This is why some of the deals
were unfair for the government,” he
added. “Timing was always an issue.
Some of the companies were almost
assigned the contracts,” said Khalidi.
Seif elaborated that better deals could
have been negotiated, certainly in the
mining sector. “If you had someone
with a minimum knowledge of future
markets who had read a couple of reports from McKinsey or Merrill Lynch
– that could have been the difference.
We were not willing to invest in the
evaluation process. JD 1 million for
an appropriate consultant would have
been money well spent, but would have
generated a public outcry,” he said.
The fact that the process wasn’t as
transparent as it could have been, and
that there were some mistakes made,
has elicited public outcries of corruption. Particularly in the potash and
phosphates companies, people saw
the share prices skyrocket and let their
imaginations run wild. Most sources
said there was probably a combination of corruption and incompetence/
mismanagement in some deals. “I
think there is both corruption and
incompetence/misadministration...but
a line must be drawn between both,”
said Halayqa. “I am sure that there was
misadministration, which is more clear
to identify. But I am not sure that there
was corruption because I don’t have
any evidence,” he added.
“The private sector are much better
salesmen than the government,” said
Anani. “If you don’t have referees on
the government side, they can be taken
by [the private sector’s] arguments. So
it’s not a question of corruption, it’s a
question of incompetence,” he said.
Seif believes the combination of
corruption and incompetence was
legalized. “From a purely legal perspective, the process was done by the
book. Whether they could have negotiated better deals, the answer is yes,
definitely. The whole project was misconceived,” he said. “Additionally,
there was no institutional memory for
the program or knowledge accumulation so as to learn from previous deals.
Even within the EPC there is no documentation for the process,” he added,

stating that the only review of the
process was conducted by independent researchers (POHL consulting)
commissioned by the EU.
The EPC provided Venture with
a copy of the study entitled “Impact
of Restructuring and Privatizing
State-Owned Infrastructure & NonInfrastructure Enterprises in Jordan
(1994-2008).” The EPC source walked
Venture through the steps of the
process. “The privatization law was
passed in 2000, and got the approval
of the lower house of parliament. The

process,” the source added.
While talk of corruption is rampant,
evidence is sparse. “In the absence of
tangible evidence, there is confusion
between mismanagement, bad judgement, and corruption,” said Anani.
“They might all lead to the same conclusion, but from the judicial point of
view they must be approached differently. Slow justice might be criticized,
but it is much better than fast justice
because we might point the finger at the
wrong people and let the corrupt folk
get away,” he added.

The government
should have
released its
proceeds before
and after the
privatization, and
indicated where
the funds were
used. The lack
of transparency
is part of the
perception problem

All that remains
Despite the flawed nature of the privatization process, the sources agreed that
the results of the process were generally favorable. “The outcome needs
to be judged from the perspective of
why the privatization was conducted
to begin with; enhance the efficiency of
these companies, debt relief, enhance
the benefit of society at large, and so
on,” said Seif.
Perhaps most importantly were the
efficiency gains of the privatized companies. Halayqa cited the telecom example, where “we saw the impact on
the information technology sector in
Jordan, which as far as I know employs
26,000 people and exports its services
abroad. [Telecom] has become one of
the pillars of the Jordanian economy,
and we’ve become renowned for it, in
addition to medical services and pharmaceuticals,” he said. “There were a
lot of subsidiaries that emerged out of
the privatized sectors, which are now
employing many people,” said Seif.
“I don’t think the profitability of the
privatized firms should be held against
them,” he added.
Then there is the increase in government revenue. “The people who
bought [these companies] made lots of
money, but eventually the government
also made lots of money,” said Anani.
“People have to look at the government’s proceeds from these companies
before and after privatization. They
will find that government proceeds increased tremendously,” said Halayqa.
Then there were the upgrades to the
country’s infrastructure, which privatization ushered in. The EPC source

law identified the institutional framework for implementation, and where
the privatization proceeds would go,”
the source explained. “The privatization deals were determined by the
council of ministers, which based its
decisions on the recommendation of
the privatization council, which in
turn based its decision on the adviser’s
recommendation, based on the information available at the time,” the
source said. The privatization council
was headed by the PM, and comprised
of the ministers of finance, planning,
trade and industry, and justice, in addition to the governor of the Central
Bank and four members appointed
by the PM for four year terms. “The
EPC’s role mainly encompassed coordinating the process and supporting
the relevant ministries throughout the
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cited the electricity example, which
may not be tangible to consumers.
“Now the [electricity] sector is able to
attract private sector investments, and
we have two private generation facilities – in East Amman and Qatraneh,
and there are two other tenders on the
way (IPP 3 and 4),” the source said.
When the first IPP tender was issued in
2000, there were no bidders, explained
the source, because the sector was not
ready for private investments. “The
main benefit [of privatizing electricity]
was meeting the growing demand,” the
source said. “The citizen will not know
that the service he is taking for granted
would not have reached him [had it not
been for the privatization process].”
Seif pointed out another scarcelyacknowledged advantage. “The most
important thing is that the government
cannot use these corporations politically, as an arena for elite circulations,”
he said. “These companies were tools
of the rentier economy – the government was buying loyalty from people

via appointments at these companies.
And that is no longer the case.”
Khalidi offered a drastically opposite
assessment than those who yearn for
state ownership. “I think the problem
with privatization is actually quite opposite than the public discourse; that
many of these companies were not able
to overcome the legacy of the public
sector ownership, with overstaffing and
so on,” he said. “Most of these privatized entities became a burden on their

Halayqa believed the government should have communicated
the results of privatization more effectively. “The government should
have released its proceeds before and
after the privatization, and indicated
where the funds were used. The lack
of transparency is part of the perception problem,” he said. “People have
a right to ask how the proceeds were
used, and perhaps they could have
been used better,” he added.

At the same time the PM was saying
he was going to revisit and reconsider
the privatization deals, the minister of
industry and trade was saying they
saved the Jordanian economy
foreign patron companies.” Perhaps the
Jordan Cement Factories Company and
Royal Jordanian, which incurred massive losses in 2011, serve as examples.

Anani summarized the results of the
process. “We made some mistakes.
My answer is, so what? If there is corruption let us flush it out through the

MINING THEIR OWN BUSINESS
Abdul-Wahab Kayyali

The Arab Potash Company (APC) has always been a source of
pride to Jordan. Today, the recently privatized company is achieving tremendous growth and profitability, which is reflecting itself
on the work force, related industries, and host communities. The
privatization of APC is frequently lauded as an example of privatization gone right.
“This was not a win-lose situation, or a zero-sum game,” said
Julie Fortunato, APC’s deputy general manager – finance. “It
was a win-win situation, obviously for the investors, but certainly
Jordan has benefited: the treasury, employees, and communities
where we operate.”
Fortunato and other APC executives outlined the increase in
revenue for the government since 2003, the year the government sold 27 percent of the company to Potash Corporation of
saskatchewan Canada, the world’s largest fertilizer producer.
“In 2003, the government’s proceeds were JD 24 million. For
2011, we’re estimating JD 134 million,” said Mohammed Razem,
financial controller at APC. Razem outlined the payments APC
makes to the government: mining fees, income tax, port fees
for each ton exported, road fees for each ton transported, tax on
international freight, land lease (rent), and dividends paid to the
Ministry of Finance directly. “The government is getting between
55 and 58 percent of APC’s profits,” said Fortunato.
The remainder of the profits, APC executives insist, are being
pumped back into the economy. “Whatever isn’t paid in royalty
or taxes is being reinvested in the country, and this is part of
the strategic plan, and going forward we intend to continue
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doing that,” said Fortunato. “We spend somewhere between
JD 40–50 million just on sustaining the plant [in al-Safi area]. In
October of 2010, we commissioned a new $350 million coal
crystallization plant, which increased our production capacity by
20 percent to reach 450,000 tons. We also spent $150 million on
a new intake pumping station. That’s the heart beat of APC, as it
pumps the brine from the Dead Sea to our solar ponds, and that’s
new technology.”
Razem added that APC supports a whole ecosystem of suppliers and subcontractors. “61 percent of our total operating
expenditure—JD 160 million—is made on purchases from local
vendors in Jordanian currency.”
APC’s performance has also been reflected on the salaries of
its workers. “In 2003, the average annual salary was JD 5,239.
Last year it was JD 15,753. If you add in the benefits that the
employer provides, in 2003 it was JD 7,552, last year it was JD
24,000,” said Fortunato. She points out that APC has benefited
from a spurt in the price of potash, which in 2003 sold for $125
a ton compared to $390 a ton in 2011. “We have production
bonuses, a workers saving plan, an end of service indemnity payment, medical insurance for workers and families even after they
retire, interest-free housing loans, and especially in 2011 there’s
been significant gifts when we meet each additional one million
man hours without injury,” she added, reflecting on the improved
safety measures at the APC plant. “We want top caliber people
at APC, we don’t want people going to the Gulf, we want them
to stay here in Jordan and work for us,” she said, adding that APC

legal process, but allowing the private
sector to reach its potential is essential,
because there is no other vehicle for
creating jobs,” he said.
The absence of government
An oft cited (and valid) criticism of the
privatization process is that, in many
cases, it transferred public monopolies
into private hands. Regulation over
many of these companies remains
weak and ineffectual. “Privatization
entailed transfer of ownership, but
there was no associated restructuring
of the markets,” said Seif. “As there
are no associations to represent workers or consumers, political power
shifted from the state to the private
sector. From a security standpoint, the
state did not allow workers or consumers to mobilize.”
Halayqa said that maintaining concessions was the only way to attract
foreign investment. “Companies of
that nature cannot privatize and attract
a strategic partner without extending

the concessions. These companies need
to make a return on their investment.
And you can never get a good price
for the asset,” said Halayqa. The EPC
source said the privatization law recommended that independent regulatory

Was the process
marred by
misadministration
or corruption, and
how were these
newly privatized
companies
regulated?
commissions be established for every
sector wherever privatization occurred.
“These regulatory commissions are in
charge of guaranteeing a competitive
landscape in the relevant sector while

hired 89 people in 2011.
APC also has a generous scholarship program. “Currently, we
have 251 students in university that we’ve sponsored in and out
of Jordan [by providing tuition money and living expenses],” said
Fortunato. “To date, we have sponsored scholarships for 500
people. 74 percent of those are dependents of our employees,
72 people are from the al-Safi population, people who don’t necessarily work for us, and 60 people are from dependents of our
retirees,” she said.
APC has a CSR budget of JD 4.5 million, providing assistance
to sports clubs, municipalities, first aid centers, schools, and
tutoring. APC’s tutoring program in the al-Safi area (the Jordan
valley) is particularly noteworthy. “We noted that the pass rate
[for Tawjihi] was extremely low in the al-Safi area, and the quality of teaching was low because good teachers tend to run away
from remote areas. We spent a significant amount of money to
get teachers down there and hold extra teaching sessions on
Fridays and Saturdays. We’ve done this for two semesters, and
the results were very good,” she added. APC is also the primary
sponsor of “Clean up the World” campaign in Aqaba every year,
providing funding and manpower to clean up the beaches and,
and divers who clean up the reefs.”
Fortunato explained the rationale behind APC’s CSR strategy
and scholarship program. “We want to train in the surrounding
areas, so we have quality people available to draw on to work
in the plant. If people can’t even pass the high school exam in a
particular area, we’re going to have a hard time employing them
in our plant. We need engineers, plant operators, so we have to
invest in them.”

simultaneously ensuring the rights of
both investors and consumers,” the
source said. “We always made recommendations on what the competitive
landscape should look like, but our role
ends with the privatization of each sector,” the source added.
In any case, Halayqa doesn’t think
the absence of regulation should detract from the privatization process.
“The privatization process is not to
blame for [weak regulation and lack
of competition]. That is government’s
job, and it is the subsequent governments’ responsibility.”
The weakness of government seems
to be a rallying cry for many in the opposition, now pointing their wrath towards the private sector. “Government
is responsible for falling standards of
living, because they are in charge of
the regulation and taxation systems
that redistribute wealth,” said Khalidi.
“But like all Arab countries, we have
crony capitalists in Jordan, who have
unfair access to power and secure

APC spends JD 40–50
million just on sustaining
their plant in al-Safi area
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unfair advantage, enriching themselves
unfairly...We never had economic
reform in the true sense of the word,”
he added.
“Government policy did not succeed at creating jobs. So it became
the employer of last resort, and it kept
growing,” said Anani. “Meanwhile, the
services (health and education) kept
receding and private sector substitutes
were excellent but unaffordable to
most people.” He pointed some criticism towards the citizenry, saying “the
Jordanian people have not graduated
from the mentality of being dependent
on the public sector.”
Halayqa was more forceful towards
the government. “Some people are
allergic to the private sector, and ignorant of its modus operandi. The private
sector works for profit, and doesn’t
do emotions...There is widespread

economic and social frustration in
Jordan, poverty, unemployment, and a
widening gap between different classes, and the middle class is disappearing. That is a failure of government.”
Reverse jinx?
The PM’s statements in late December
led many to ponder the choice of buying back the privatized companies. In

None of the sources said that was
possible. “There is a contradiction in
this government’s message. At the
same time the PM was saying he was
going to revisit and reconsider the
privatization deals, the minister of industry and trade was saying they saved
the Jordanian economy,” said Seif.
“[People] think that bringing these
companies back to the public sector

It would cost the government JD 2.1
billion to buy back the assets it had sold
late January, Al Ghad published an
entire portfolio on privatization, which
stated that it would cost the government JD 2.1 billion to buy back the
assets it had sold.

will resolve the issue of corruption.
But that might create an environment
that is conducive for more corruption,”
said Anani.
“I am surprised that a reversal of

DOWN TO THE LAST DETAIL

Six major privatization and restructuring transactions took place between 1994 and 2008. Here
are the details. By Hakeem Muhammad

2000
1996
The corporatization of the Jordan Telecom
Company (JTC), and also the corporatization of the former Jordan Electric
Authority (JEA) into the National Electric
Power Company (NEPCO).

1994

1996

1995
The telecommunications sector
became the very first to set up its
own independent regulatory agency,
the Telecommunications Regulatory
Commission (TRC).
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The GOJ sold 40 percent of its shares in JTC to France Telecom for
JD 360.6 million. One month later, the GOJ sold 8 percent to the
Social Security Investment Unit (SSIU) for JD 72.4 million.

1998

2000

1998
33 percent of the Government of
Jordan's shares in the Jordan Cement
Factories Company (JCFC) are sold to
Lafarge Group of France.

the process by the government is being considered,” said Halayqa. “The
foreign investors that came into the
country cannot take the phosphates or
potash or cement with them on a plane
and leave. These are natural resources
that will remain in the country regardless of who manages them, benefitting
Jordanian workers and families,” he
said. “I think if the government buys
back its share of the potash company,
you will find the share price drop to
half its current level the very next day.
The government is the worst manager
for the production or services sector,”
he added.
Khalidi said the government’s
decision to re-evaluate the privatization deals need not scare investors
away.“[That] could encourage some
investors, who might view that the government is in fact playing its regulatory

role and insuring fair competition while
battling corruption,” he said.
Meanwhile, the sources believe the
private sector should get on the offensive in the PR battle. “The private
sector was the main driver of development,” said Halayqa. “When the
country liberalized, the private sector
employed the labor force, brought in
hard currency, and improved the trade
balance. That doesn’t mean we don’t
need to monitor it, but we need to be
fair with the private sector,” he added.
“Look at what the private sector has
done in the medical service sector...I
don’t think Yemeni or Libyan patients come to be treated at al-Bashir
[Governmental] Hospital.”
Anani said it is time for the private
sector to conceptualize a new relationship with the government. “The
private sector is still leaning on the

government...they are still asking the
government to make them part of the
decision making process. I say, make
the government come to you. At this
point 85 percent of current government
expenditure is coming from private
citizens,” he said.
Seif said the private sector got itself
into this mess through its own way of
conducting business, which has been
“informal, and based on lobbying. As
a result, we have many concentrated,
uncompetitive markets, because government is captive to private sector
interest.” But that shouldn’t lead them
to adopt the position of the sacrificial
lamb. “The private sector has an image problem, but it shouldn’t take the
fall for the government’s problems.
They should communicate that they’re
not the reason the economy is in
shambles,” he concluded.

2006

2001
RJ is corporatized
as a public shareholding company.

2003
The GOJ sold 26 percent
of its shares in the Arab
Potash Company (APC) to the
Canadian Potash Corporation
of Saskatchewan (PCS) for
JOD 122.8 million, at JD 5.68
a share.

2002

26.9 percent of the GOJ’s shares in JTC are
sold for a combined amount of JD 315 million. (11
percent to France Telecom, 10 percent to Al Noor
Investment Company of Kuwait, 5 percent to the
SSIU, and 0.9 percent through an IPO.)
The GOJ shares in The Jordan Phosphate Mines
Company (JPMC) are sold to a financial investor,
Kamil Holdings, a fully-owned subsidiary of Brunei
Investment Agency, for JD 78.8 million (The GOJ
currently retains 26 percent of JPMC).

2004

2008
The GOJ sold the remainder of its
shares in JTC (11.6 percent) to SSIU
for JD 135.8 million, thus fully privatizing the telecom sector in the country.
Kingdom Electricity Company
purchased 100 percent stake in
Electricity Distribution Company
(EDCO) together with 55.4 percent
stake in Irbid District Electricity
Company (IDECO) for a total of JD
73.7 million.

2006

2008

2007
2002
The GOJ sold 10.5 percent of
its shares in JTC through an IPO
and generated JD 58.273 million.
The remaining 14.3 percent
of the GOJ’s shares in JCFC
are sold to the SSIU for JD 30
million.

The selling of 51 percent of the GOJ’s shares in
the Central Electric Power Generation Company
(CEGCO) to Enara Energy Investments, generating a
total of JD 112.6 million.
The GOJ allocated 3 percent of RJ’s originals
shares to the Armed Forces Investment Fund, and
7.7 percent to RJ’s employees, retained 26 percent
of the shares, and sold the remaining 63.3 percent
through an initial IPO in the Amman Stock Exchange
(ASE) and raised proceeds totaling JD 164.5 million.
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Do we have enough electricity to satisfy our needs as a country, or must we grow accustomed to living
in the dark? Abdul-Wahab Kayyali investigates.
Early in August, Jordanians were plagued
by a menacing heat wave that brought temperatures to unprecedented highs. Not only
was the heat debilitating for the country’s
citizens, but also for its infrastructure – causing added pressure on Jordan’s electricity
generation capacity, which could not keep
up with the increased demand.
“When it’s hot continuously over a
whole month … houses and buildings
store the heat. This forces people to use air
conditioning and fans, and those increase
electricity consumption tremendously,”
said Ahmad Hiyasat, Managing Director of
the Orient Energy Services Company and
former director of the National Electricity
Production Company (NEPCO).
According to Hiyasat, the heat resulted
in power outages for two main reasons.
“The first is because generation facilities
decrease in efficiency at hot temperatures.
The second is because there is high demand that cannot be met by the current
generation capabilities.”
The resulting power outages, however,
plunged the country into a state of uncertainty. Afterall, NEPCO, the country’s sole
buyer of generated electricity (which in
turns sells it to distribution companies) has
incurred losses to the tune of JD 50 million so far this year. Was the government
using the heat wave as a way to pressure
consumers to accent to future tariff hikes
in electricity? Or was the heat wave simply
a natural disaster that NEPCO couldn’t
have – and shouldn’t have – planned for?
In attempting to answer these questions,
Venture discovered just how tenuous Jordan’s electricity situation really is.
Generation gap
Most sources agree that the problem
Jordan faced in early August was simply insufficient electricity generation.
“The natural rate of growth [in electricity consumption] is 5-7 percent … We
expected the peak consumption level to
be 2460 MWh, because last year it was
2300 MWh,” said Amin Al-Zaghal, the
Operations and Planning Department
Manager at NEPCO. “But the unnatural heat wave surprised us, and
lasted for consecutive weeks. We are
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running temperatures that are at least
6-7 degrees above average…this lead
the peak consumption load to go up
to 2650 MWh – a 15 percent increase
[from last year] that we had not taken
into consideration.”
As Hiyasat had previously noted, the
heat also impacted the generational capacity adversely. “Our generators are made to
operate optimally at 32 degrees. Above 35
degrees, the generating capacity starts to
diminish,” said Al-Zaghal. “On the hottest
day of the year [August 3rd], when it was
42 degrees, our capacity was only 2250
MWh, almost 350 MWh below our generating capacity,” he stated. “The efficiency
of our generators decreased … by up to
20 percent,” said Khaled Irani, Minister of
Energy and Mineral Resources. (Editor's
note: August 23rd eclipsed the 3rd as the
hottest day of the year, after Venture had
spoken to Al-Zaghal).
In such cases NEPCO’s first resort is to

each distribution company, and that the
Jordan Electric Power Company (JEPCO),
which covers the capital and central Jordan, suffered the most, as it accounts for 60
percent of the country’s consumption.
“At this moment, we are buying
100-150 MWh from Egypt,” Al-Zaghal
said when Venture interviewed him on
August 16th. “If they decide to stop providing us with this Electricity, we might
have to cut off the supply.” Indeed, while
conducting the interview, Al-Zaghal
received notification that Egypt wished
to withhold the 150 MWh it was selling
to Jordan at the moment. Al-Zaghal had
to negotiate with the Egyptian official to
keep 100 MWh flowing in, to be raised
to 150 MWh later that day.
Al-Zaghal belittled the significance of
the outages. “The power outages were not
that lengthy and were only for four days,
but the Jordanian citizen is spoilt. Most areas were blacked out only once or twice …

We have to thank our God … [and]
shouldn’t whine too much. These power
cuts are not major
buy electricity from neighboring countries,
which it has been able to do since Jordan
connected its grid to the Egyptian grid in
1998 and the Syrian grid in 2000 as part
of an eight-country regional electricity
network. In the event that Egypt or Syria
do not have any spare electricity, NEPCO
resorts to a number of local courses of action. “Our first [local option] is rationing,
but nobody will ration if there is no cost
incentive. Our second [local option] is
appealing to industries [such as iron, cement, and water factories] to reduce their
consumption,” said Al-Zaghal. “The last
option is to institute outages.”
In a table exhibited to Venture, AlZaghal pointed out the size and duration of
the power outages for the first three days of
August. The largest power outage NEPCO
carried out was 205 MWh, on August 3rd.
The average power outage during that day
was 68 minutes. According to Al-Zaghal,
the outages were carried out in proportion
to the amount of electricity consumed by

that’s three hours for the whole year,” he
said. “To put it in perspective, sometimes
areas are blacked out for 6-12 hours for
maintenance purposes.” Hiyasat agreed
that the impact of the outages wasn’t very
large. “It’s just an inconvenience, not
more,” he said.
Light at the end of the tunnel?
In the short term, Hiyasat said
NEPCO’s hands are tied, and that the
only thing they can do is to encourage
rationing amongt consumers. Irani
concurred. “There are no quick solutions in electricity generation; when
you want to build a 300 MWh generation facility, by the time you issue the
tender and build it, it’ll take 3-4 years.
That’s why your projections have to be
very accurate,” he said.
It doesn’t make sense, Irani added, to
build spare capacity for the type of unusual
circumstance that Jordan passed through in
August. “You cannot plan for something

that comes once every 50 years, because
no investor is going to build a generation
facility that will only produce electricity
occasionally,” he said. “So either we have
to bare the power outages or our cost will be
much higher. We have to balance between
normal and unusual growth,” he added.
Nevertheless, Irani said that there is help
on the way. An additional 600 MWh of
generating capacity will be added to AlSamra Electric Station and Al-Qatraneh
Thermal Station. Thus it appears as though
the worst is behind us. “NEPCO predicted
that 2010 would be a bottleneck year, especially during the summer,” said Irani. “[It]
will not persist, and [will not be] something
continuous that we will suffer from.”
Hiyasat agreed – assuming the heat
wave is over, he said, there should not
be any more cuts for the rest of the year
and things should remain stable for the
next two years. “The question is in 2013,
2014, what are we going to do? Beyond
[2014], it depends on the mega projects:
shale oil, nuclear, and so on,” he said. “I
think there needs to be a medium term
remedy until [those mega projects] are
deployed – to cover our needs between
2014 and 2016.”
Irani mentioned that the Ministry is also
looking to curtail energy inefficiency.“We
are working on an energy efficiency program with USAID to reduce our consumption by 17 percent, and we are working
on an awareness campaign to encourage
people to ration their usage during peak
times [12-4 pm].” He said that energy efficiency, coupled with a realization that the
cuts are temporary, are the primary shortterm tools to cope with the problem. “We
have to thank our God … [and] shouldn’t
whine too much. These power cuts are not
major … we need to understand that [this
is a] natural disaster,” he added.
The country’s lighthouse
The sources all made clear that the power outages had absolutely nothing to do
with the cost of provision. “The electric
power supply does not have anything to
do with the cost of production. NEPCO
doesn’t cut power if the cost is high, and
is committed to provide power at any
cost,” said Hiyasat.
In theory, most of NEPCO’s generation
facilities run on cheap natural gas that
comes from Egypt. But at peak times when

it has to operate additional generators – or
when it isn’t getting enough natural gas
from Egypt – it uses alternative fuels,
such as Heavy Fuel Oil (HFO) or diesel,
which make generation very expensive. As
Al-Zaghal noted, “We sometimes import
electricity for cost-saving measures, not
only because we need it.”
Though the power outages are a shortterm problem, NEPCO’s financial woes
and vulnerability are not. Egyptian natural
gas is supposed to account for 80 percent or

By the end of the
year, NEPCO’s
losses are going to
approach JD 70-80
million
more of NEPCO’s fuel. “If we get the right
amount of gas – 85 percent of the electricity
energy mix – then we break even or make
a slight profit,” said Al-Zaghal. “If we get
less than 75 percent, then we sustain losses.”
Since the beginning of the year, Egypt has
been supplying Jordan with only 65 percent
of the agreed upon quantities of natural gas
– seemingly because they’ve had to cope
with unexpected local demand as well, according to Irani. As a result, Irani said that
by the end of the year, NEPCO’s losses are
going to approach JD 70-80 million.
Jordan’s electricity market is set up in
such a way that NEPCO bears the brunt of
it. As the single buyer from the country’s
many electricity generating companies,
NEPCO pays market value for generation
minus the cost of fuel, which it has to buy
itself. It then sells the generated electricity
at a fixed price to the country’s three distributing companies, which in turn sell to
consumers for a modest profit.
“As the saying goes, we are a mountain of bearings, because we pay for the
fuel, and bear the impact of the fuel cost
fluctuations,” said Al-Zaghal. Indicatively, 90 percent of NEPCO’s budget
goes towards fuel purchases, whereas
the remaining 10 percent goes towards
salaries and depreciation.
The situation wasn’t always this bleak
at NEPCO. “The company used to make
a small profit,” said Hiyasat. “The main
purpose of NEPCO is not to turn a profit,
but it certainly wasn’t a burden on the

government,” he added. Al-Zaghal noted
that when NEPCO does turn in a profit, it
goes to the treasury as per the (financial
interest law). But the last three years saw
fuel prices reach historic highs before
tumbling down and gradually increasing
again. Hiyasat said the price of fuel and
availability of gas were the main issues
for NEPCO today, and were beyond the
company’s control.
“[NEPCO’s financial viability] depends on the availability of natural gas
from Egypt … if the natural gas supply
is lacking, then the losses will continue
and we will reach a point that needs to
be addressed,” continued Hiyasat. “The
government has two choices: either
raise the electricity rates, or compensate
NEPCO for its losses to insure the continuity of its operation.”
“NEPCO is not in jeopardy but its debts
need to be met,” said Irani. “Its debts were
not sustained because it was inefficient,
but because its supply of natural gas has
gone down and the increase in the price
of fuel.” Irani stated that the government
is looking for other sources of natural gas
to supplement the Egyptian supply, from
Qatar or Algeria for example.
As far as Al-Zaghal is concerned,
there is only one solution. “Ammending
the tariff ... We can also look into other
sources of natural gas, but I think the
tariff is the only solution.”
The right price
Al-Zaghal considers Jordanian electricity rates to be “fair” because they resemble costs more accurately compared
to some of the subsidized rates in neighboring countries. Still he said, NEPCO
is struggling with the current rate. He
said NEPCO might activate the “fuel
price difference” item in the electricity
bill or raise the rates to alleviate some of
its losses, “because we cannot continue
under the current cost constraints.”
Hiyasat said the right price of electricity
depends on the flow of natural gas. “In the
end of 2009, NEPCO had a profit of JD
40 million. Today NEPCO is losing. If it
had obtained the agreed upon quantities
of gas from Egypt, it would have been
profitable today.” But Irani noted there
was plenty of justification to change the
tariff. “For certain market segments the
rates are too low. We spend much more
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on telecommunications than we do on
electricity, for example,” he said. “We
don’t want to make money out of selling
electricity, but our costs are high.”
The decision to change the rate rests
in the hands of the Electricity Regulation
Committee (ERC). Venture contacted ERC
President Suleiman Al-Hafeth many times
to inquire about potential rate changes, but
Al-Hafeth refused to comment on future
pricing options, noting that the matter
was “prior to its time.” Irani affirmed that
there would be no changes to the pricing
in September, but that the Ministry was
studying the pricing options. “Part of the
[USAID] efficiency program is to manage
the tariff and the attitude … we are thinking of segmentation. For some segments, I
think our consumption habits are beyond
our means. We won’t touch the lowerconsuming segment, but why shouldn’t
the high-consumers pay the real cost of
provision? ” he said.
Al Zaghal confirmed that NEPCO is
conducting its own studies to curtail demand using the tariffs. “We are conducting studies on how to price at a scheme
that will force the consumer to reduce
his/her consumption,” he said. But, he
said, segmented pricing according to
level of consumption and peak/off-peak
hours might require new meters that are
expensive to install.
However, changing electricity rates is
also no small feat. Most economic sectors
rely on electricity as an input in their production cycles. A hike in rates is almost
surely guaranteed to result in inflationary
pressure. Hiyasat narrated how, during
his tenure as NEPCO’s director in 2008,
the government refused to raise the rates
(despite his requests) for social and political reasons.
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Perhaps that is why the government has
thus far resisted raising rates, despite
NEPCO’s financial woes. Irani said that,
unlike petroleum products, the electricity
rates cannot fluctuate regularly and must
apply for at least six months.
Taming nature … and the beasts
within
We rely on a foreign, scarce, volatile resource to keep our lights on. The question
that begs itself is, given the reliance on
Egyptian natural gas, can’t Jordan deploy
some quick renewable energy projects
that alleviate its generation concerns
while reducing the dependence on foreign
sources of fuel?
“Renewable energy is one of the solutions,
but it’s not the solution,” said Irani. “[It]
remains very expensive, and it’s not as
straightforward as you may think. If we’re
talking about solar being up to 10 percent
of our energy mix, we’re talking about a
cost of JD 150-200 million annually; who
will pay this money?”
“That is the golden question,” said Hiyasat. “Is Jordan prepared to bear the cost
of renewable energy? At the end it is a
political decision, not a technical one.”
Jordan does have some renewable
projects on the horizon. There are the
Fujeij and Al-Kamsheh wind farm
projects producing 80-90 and 30-40
MWh of capacity respectively. Irani said
the Fujeij tender was floated in April
and the government has short-listed 16
companies. By 2013, he said, it should
be incorporated in the energy mix. AlZaghal said the government is still negotiating the price on Al-Kamsheh farm,
and that it would be incorporated by the
end of 2012 at the earliest. Then there
is the Shams Maan project, a 100 MWh
Photovoltaic power plant

(running on solar energy) expandable
to 500 MWh. But the sense of urgency
regarding these projects is lacking.
“The whole thing is moving very
slowly. Al-Kamsheh was supposed to
be completed by last year, and even
though it’s very small – any Megawatt
helps,” said Hiyasat. According to
Hanna Zaghloul, CEO of Kawar Energy
(a Shams Maan stakeholder), Shams
Maan should be running by the beginning of 2012, provided they can reach
an agreement with the government on
pricing and other issues.
Irani, who is also a former Minister
of Environment, thinks the country isn’t
ready for renewable energy yet. “Are
we mature – as a population – to pay
more for renewable energy? I don’t
think so. Not even the people who live
in Abdoun – they won’t pay more to use
clean energy.”
“I have the argument for renewable
energy,” Irani added, “but you have to
build it [in the public]. It’s about energy
security; and that no one can shut the
taps on you. But someone has to pay the
difference, and it will be at the expense
of something else.”
The electricity debacle is similar to
many that plague Jordan: the public is
hesitant to pay the real price of electricity,
while the government – lacking credibility
– struggles to be honest to the people about
the scope of the problem and their options
in tackling it. The sustainable, stable,
expensive, local, long-term solution is forfeited for a cheaper, volatile, inconsistent,
foreign quick-fix. Meanwhile, Jordan’s
dependence on foreign sources of energy
remains characteristic of the electricity
sector. And with each fluctuation in global
energy prices, our fiscal balance – at its
own peril – swings ever more violently.

