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Preface

The European Commission (DG Trade) awarded a contract to ECORYS, signed in December 2013,
to conduct a trade sustainability impact assessment (Trade SIA) relating to the possible
negotiations of a Deep and Comprehensive Free Trade Area (DCFTA) between the EU and Jordan
and of a DCFTA between the EU and Egypt. This is the Final Report for the Trade SIA of an EU Jordan DCFTA. A separate report is available for Trade SIA of an EU - Egypt DCFTA.
ECORYS is aware of the important role of this study for the negotiation process as it will provide
direct inputs for the negotiators as well as recommendations for policy makers implementing the
agreement. Currently, both Jordan and Egypt are in a preparatory discussion with the EC, before
negotiations of a DCFTA are formally launched. ECORYS closely consults with the EC on the
planning and scope of this study to ensure optimal input in the process.
This Final Report is based on the Terms of Reference, the ECORYS proposal that was submitted to
DG Trade, the inception report and the subsequent discussions with the Steering Committee, the
EU Delegation in Jordan and Civil Society in both the EU and Jordan as well as insight from indepth sector studies in Jordan.
This report presents the main findings of the study, comprising:

 A summary of the applied methodologies;
 Overall analysis with respect to the economic, social, human rights and environmental
sustainability impacts expected from a DCFTA between the EU and Jordan;






A summary of the consultation process and main inputs received;
In-depth analysis of the sustainability impact on a set of selected sectors and issues;
A synthesis of the main potential economic, social and environmental impacts;
Policy recommendations and flanking measures based on the identified impacts.

Please note that the main annexes are available in a separate document.
We would like to thank all stakeholders who provide us comments, questions and suggestions,
which contributed to the quality of the study.

The Ecorys Team
30 September 2014
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Executive summary

This is the Final Report (FR) for the Trade Sustainability Impact Assessment (Trade SIA) in support
of possible negotiations of a Deep and Comprehensive Free Trade Area (DCFTA) between the EU
and Jordan. This study explores the potential (sustainability) impacts of such an agreement. It is
part of a larger study that also includes a Trade SIA of the DCFTA between the EU and Egypt.
The objective of the study is to “assess how the trade and trade-related provisions under
negotiation could affect economic, social, and environmental issues in the EU and… in Jordan…
(by also taking into account the regional integration process and its potential impact), as well as in
other relevant countries. Furthermore, it should propose measures (trade or non-trade – the socalled ‘beyond the border’ dimension/issues) to maximise the benefits of the DCFTAs and prevent
or minimise potential negative impacts.”
This report presents the results of the overall economic, social and environmental analysis, phase 1
of the study, the four sector studies, phase 2, and the policy recommendations, phase 3.

Approach and conceptual framework
Our approach is based on the two methodological components of a Trade SIA described in the ToR
and the Trade SIA handbook1: 1) economic, environmental and social assessments as such,
applying both quantitative and qualitative analyses; and 2) stakeholder consultations. The
methodology consists of the following elements: screening and scoping analysis, scenario analysis
and quantitative modelling, additional quantitative social and environmental impact analysis, and
parallel stakeholder consultations with the objective to receive relevant input from business,
national administrations and civil society including social partners, contribute to the identification of
sectors, which this SIA should analyse in more detail as well as priority areas for the trade
negotiation. It also aims at ensuring better understanding of the Trade SIA process by civil society
both in Europe and in Jordan and better dissemination of research method, process and results.

Definition of the DCFTA Scenario
We use a Computable General Equilibrium (CGE) model to assess the impact of a DCFTA. This
model calculates the effects of the DCFTA provisions on the EU, Jordan and a selection of third
countries. The DCFTA scenario that is used to simulate the likely outcome of the negotiations
assumes the following changes with respect to current trade barriers:
1. Tariffs will only be reduced in agriculture, as tariffs on industrial goods are already eliminated;
agriculture tariffs in Jordan on EU imports are assumed to be reduced by 80 percent, while
tariffs in the EU on Jordanian imports will be reduced by 95 percent;
2. For services liberalisation, an in-depth qualitative analysis will be carried out (as insufficient
information is available for modelling purposes);
3. NTMs in goods are modelled either with a limited or ambitious level of regulatory approximation,
or no approximation at all, depending on the sector. In addition, for all agricultural and
manufacturing sectors benefits of trade facilitation are assumed;

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan
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4. Spill-over effects are also taken into account, because if Jordan complies with EU rules and
regulations due to approximation, we expect that Jordan will also gain better access to third
countries. This effect is expected to be 25 percent of the level of approximation of the EU level
(see previous bullet).
It should be noted that the results of the CGE model do not take into account other factors that
might be relevant, including possible flanking measures.

Expected economic impact of the DCFTA
Overall macroeconomic effects
Table o.1 below summarises the main economic impacts for both the EU and Egypt in the short and
long run, respectively.
Table 0.1 Main macroeconomic effects of the DCFTA for the EU and Jordan
Short-run effects

Long run effects

Variable

EU28

Jordan

EU28

Jordan

National Income, million €

93.10

283.20

178.70

442.29

GDP, % change

0.0

1.35

0.0

2.11

Consumer prices, % change

0.0

-0.7

0.0

-0.52

Wages, less skilled %

0.0

1.69

0.0

2.37

Wages, medium skilled %

0.0

2.49

0.0

2.87

Wages, high skilled %

0.0

2.38

0.0

2.81

Total Imports, % change

0.1

3.70

0.01

4.83

Total Exports, % change

0.1

4.36

0.01

5.30

The macro effects of the EU-Jordan DCFTA based on the CGE simulations in the long run suggest
no change in GDP for the EU, while a 2.1 percent GDP change for Jordan is expected. In terms of
national income, the EU gains € 179 million and Jordan € 442 million. The changes in national
income predominantly derive from a reduction in NTMs and to a lesser extent from tariff reductions.
The short-run effects from the DCFTA on national income, wages and bilateral trade flows are for
both parties less pronounced than the long run effects, when capital has had time to reallocate
between the productive sectors.
Another channels of liberalisation, tariff reduction works in the long run positively on the national
income of both parties, although tariff revenues will decline slightly for Jordan and change
marginally for the EU.
Total trade is expected to increase for both Jordan and the EU. Jordan is expected to expand its
exports to the EU by 8.3 percent in the short run and by 9 percent in the long run. Total trade of the
EU is expected to change only slightly, while the exports to Jordan increase by 14.6 percent in the
short run and by 16 percent in the long run.
Wages are expected to increase between 2 and 3 percent in Jordan depending on the timeline
taken, while consumer prices are expected to decrease slightly. For the EU there are no effects
expected on wages and consumer prices from the DCFTA.
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Estimated third country effects
The EU-Jordan DCFTA has a negative impact on the national incomes of Egypt, Turkey and SubSaharan Africa due to a large extent to trade diversion. For Jordan’s other partners in the Agadir
Agreement, Morocco and Tunisia the spill over effects work out positively on their national incomes,
though in percentage terms the effects of spillovers on the GDP of all third countries are zero.
Sector-specific changes in value added
Regarding sector specific effects, the expected decline in output in the Jordanian agricultural-, food,
beverages & tobacco sectors is noteworthy. In contrast, sectors like other manufacturing and
chemicals, rubber and plastics could see a remarkable increase in output in Jordan; NTM reduction
accounts for the large increase in output of other manufacturing. The decrease in output in
beverages and tobacco is mostly due to the lowering of tariffs, based on which cheaper EU imports
in these sectors come available and the less efficient producers come under pressure in these
sectors. The production of services is expected to increase modestly because no modelling of
liberalisation in the services sector was undertaken.
Sector-specific changes in trade
The Jordanian exports of chemicals, rubber and plastics are expected to have the largest change
due to in part the removal of NTMs and subsequent regulatory approximation. Also export
increases in other manufacturing will occur largely attributable to substitution effects, as the imports
from the EU leads to decreased trade with other trading partners.
On the other hand, imports will increase across the board because of the reduction in trade
barriers-, with the largest increases in the beverages and tobacco sector.

Expected social and human rights effects and analysis
The increase in wages in the range of 2-3% in combination with an expected decrease in consumer
prices has a positive social effect, which will be manifested in an increased average disposable
income of 2 percent. Poverty will decrease in relative terms with the share of people living below
the poverty line declining from 11.9 percent to 11.2 percent. With respect to inequality, the
difference between income groups in terms of the total DCFTA social effect is slightly in favour of
the lowest income groups.
The figure below presents the expected impact of the DCFTA on the pillars of the Decent work
agenda plus gender equality.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan
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Figure ES.1 Social impacts of the DCFTA

The wages of all workers in Jordan will increase while the European wages remain unchanged. The
wages for the high and medium skilled workers are expected to increase more than the wage
increase for the low skilled workers (2.8 percent versus 2.4 percent, respectively).
As to labour displacement for Jordan, close to 5 percent of the less skilled and around 3 percent of
the medium and high skilled labour are estimated to change sectors for employment. The coverage
of social protection will improve with the DCFTA resulting from the higher living standards. The
impacts of the DCFTA on the social dialogue will be probably small; this dialogue is also to a limited
extent developed in Jordan. Regarding gender equality, the shifts will be positive but indirect in
Jordan.
The human rights the DCFTA impact will be very broad and shallow. It also depends on the
changes in the economic structure, with more positive human rights changes for people working in
expanding sectors. In addition, it is expected that the DCFTA has a negative effect on resources for
the Government of Jordan in the short run but potentially a positive effect on the resources for the
Government in the long run. Reduced poverty may lead for the large majority of the population to
an improved human rights situation. This applies also to the inclusion of regulatory approximation
and standards in the DCFTA as well as the inclusion of the trade and sustainable development
chapter.

Environmental effects and analysis
Jordan’s most pressing environmental issue is the overexploitation of scarce water resources. An
initial increase in water use is estimated to be followed by a decrease in the longer term as the
agricultural share in GDP will decrease in Jordan in the long run. However, the results have to be
seen in a context of severe water scarcity problems and a number of other factors contributing to
these problems (one of the highest population growth rate, refugee influx, dependence on water
inflows from foreign countries, climate change,…). As a consequence, it is not possible to draw a
definitive conclusion regarding water availability as there are important issues other than impacts of
the DCFTA that affect water scarcity.
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The DCFTA may, however, lead to a higher output of hazardous waste because more municipal
solid waste will be generated and from the increase in petrochemical, chemical and rubber output,
which will increase the production of hazardous waste production.
The effects on ecosystems and biodiversity will be mixed. Air pollution, water scarcity and
vulnerability to desertification are likely to increase whereas the agricultural production and wood
and paper products is expected to decrease leading to less pressure on the remaining small forest
areas.
The DCFTA impacts on climate change through an increase in CO2 emission is relatively small in
the short run but more eminent in the long run. By stimulating investments in resource efficient
technology the DCFTA can contribute to the process of greening Jordan’s economy. The increased
water pollution and the decreased use of water in the long run give for the time being a mixed
picture.
Figure ES.2 Environmental impacts of the DCFTA

In-depth analysis
Three sectors and one horizontal crosscutting issue are of relatively great importance to the DCFTA
and hence have been studied deeper in phase 2 of the study to understand better the impact of the
DCFTA. These are the following sectors: Pharmaceuticals; Financial services; Telecommunication
services; Water scarcity and quality and energy.
Pharmaceuticals
This sector is a knowledge intensive, human capital intensive and export oriented sector, second in
size in the Jordanian export sector after phosphate. The CGE effects of the DCFTA for the sector
are not available as they are given for the aggregate sector Chemicals, rubber and plastic products.
The effect of the DCFTA for the pharmaceutical sector will mainly lie in the changes in IP
protection, where the Jordanian IP protection will have to be aligned with the IPR protection existing
in the EU.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan
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Interviews in the Jordanian sector learned that the higher IP protection is expected to reduce the
possibilities to manufacture and market generics so that the sector will lose markets. Another
argument from the sector is that IP protection will lead to higher prices of medicines, reducing
access to medicines. On the other hand, the already high standards in the Jordan pharmaceutical
industry will minimise the potential effect of aligning to the IP protection of the EU. Also with further
IP protection the conditions for growth through FDI will be in place. Nonetheless the DCFTA is
expected to have little changes in the market opportunities for this sector.
Financial services
The financial service sector, consisting of insurance, banking and other financial services, is well
established in Jordan. There is a liberal regulatory environment of which numerous foreign banks
are manifest.
Also the trade restrictiveness in the financial services sector is moderately low with a few
exceptions. Given the high GATS commitment of Jordan the effects of the DCFTA are expected to
be low, although the ambition levels for liberalising this sector are unknown.
The social impact can be positive on employment, wages, prices, education and skills and
consumer choice provided the economic impact of the DCFTA for the sector materialises. The
environmental effects of the DCFTA in the financial sector are marginal.
Telecommunication services
The telecommunication sector, together with postal-, courier- and audio-visual services, falls under
the general communication sector. Jordan has one of the most developed telecommunication
market in the MENA region.
Being a WTO member, Jordan has fully liberalised its telecommunication sector among other things
demonstrated by foreign service providers that have entered the domestic market in the sector.
Hence, the impact of the DCFTA on the telecommunication sector will only be indirect through
additional demand for its services from an expanding economy.
Water and Energy
Water and energy scarcity in Jordan may limit the exploitation of the economic opportunities from
the DCFTA. An increase in trade in equipment for water management, energy efficiency and
renewable energy can help bringing relief to these constraints.
Jordan is among the ten countries in the world with the highest water scarcity. Demand for water
exceeds supply and this supply gap is expected to widen. Irrigation in agriculture is the largest user
of water, followed by municipal water use.
For the energy sources in Jordan, gas and oil, the high import dependency is noteworthy.
Because of high fuel prices, the costs of consumed energy in Jordan reached to shares of between
17- 21 percent of GDP in the last few years. Two main issues related to the dependency on energy
imports are: Lack of security of supply from Egypt; High and fluctuating costs.
The DCFTA causes a relative shift away from the agricultural sector to the secondary and tertiary
sectors, which will likely result in a decrease of water demand. On the downside, employment will
decline in the shrinking agricultural sectors.
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Using changes in CO2 emission as proxy for energy use, it can be concluded that the DCFTA will
have the effect of a slight increase in energy demand in Jordan. This effect may be dampened by
lower energy inputs demanded by the shrinking agricultural sector, which needs less irrigation.

Consultations and stakeholder engagement
Five main activities have been conducted to involve stakeholders in the study:
1. Electronic consultation and documentation, which includes a website(http://www.tradesia.com/Jordan/), electronic newsletters, and social media (Facebook, LinkedIn and Twitter);
2. Two public meetings in the EU for EU civil society;
3. A Trade SIA Workshop in Jordan;
4. An SME survey;
5. Ad hoc consultations, including personal interviews and attendance of conferences, workshops,
etc. relevant for the DCFTA.
The main inputs and recommendations received and taken up so far relate to the following issues:

 stakeholder consultation- the need for diversification in tools, including interviews to reach a
wider audience; suggestions for additional stakeholders to include; and the need to take into
account the current economic and political situation, including limits to democracy;

 the SME survey – need to allow SMEs to indicate potential adverse effects and not only the
benefits of the DCFTA;

 suggestions for specific issues to study in more detail: Availability and quality of water and
energy, the investment chapter of the DCFTA, and the related effect on human rights, and
animal welfare in Jordan.
Workshop in Amman with stake holders
In general the inputs we received during the workshop were quite critical on the existing trade
agreement with the EU and the expected effects of a DCTFA with the EU. Important criticisms that
were mentioned:

 The present agreement favours the EU much more than it does Jordan;
 Jordan’s existing trade agreement with the US is much more favourable towards Jordan than
the agreement with the EU;

 Practical market access for Jordanian companies to the EU market is limited because of
regulations (foremost the rules of origin) and the small size and often limited competitiveness of
Jordanian companies;

 Participants expected from a DCFTA with the EU more imports from the EU and no to negligible
rise in exports from Jordan to the EU.
In general, the participants agreed with the proposed sectors and horizontal issues for in depth
cases studies in phase 2 of this study: water availability and energy, pharmaceutical sector, two
services sectors.
SME Survey
This survey was carried out to obtain insights in the DCFTA impacts on SMEs in Jordan and the
EU. The survey was filled out by 82 respondents of whom 8 from Jordan. The SMEs from Jordan
involved in exporting saw as main trade barriers anti-dumping and anti-subsidy measures. The EU
SMES exporting to Jordan mentioned administrative requirements as barriers to trade.
The priority topics for the DCFTA according to these EU SMEs were technical
regulations/standards, public procurement-call for tenders, transparency of regulations and
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customs. Nearly half of the respondents is certain that the DCFTA will help their company to
expand without any costs.

Policy recommendations
Table 0.2 Recommendations for the economic pillar
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Allow for phasing in of remaining tariff reductions at
√

sector level, especially for those sectors where the
economic impact will be high.
Facilitation of technical assistance and capacity
building in the regulatory approximation process,

√

√

√

√

√

√

based on a needs assessment.
Raise awareness among SMEs in particular on the
DCFTA and the opportunities it may provide; provide
internationalisation support to SMEs.
Stimulate improvements in the business climate.

Table 0.3 Recommendations for the social pillar
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Support education and training programmes to allow easier
√

updating and upgrading of human capital, with a clear link to
labour market requirements, and promote life-long learning.
Support flexibility of the labour market - easing reallocation
between sectors while ensuring that workers’ rights are respected

√

in law and practice.
Further promote formalisation of employment in all sectors and
develop social protection system, with attention for reaching those

√

most in need and those most likely to be negatively affected by
the DCFTA.
Prevent risks of pressures to lower the labour standards due to
rising international competition, e.g. through effective
implementation of relevant ILO conventions, and by approximating

√

√

√

√

√

√

√

√

domestic legislation to the EU acquis in the area of labour.
Effective implementation of HR treaties, with a focus on vulnerable
groups (e.g. children, women, minorities, disabled, etc.).
Create monitoring mechanisms of the social (including human
rights) impact of the DCFTA (and more broadly EU-Jordan
relations in these areas).
Promotion of civil society involvement.

Table 0.4 Recommendations for the environmental pillar
Policy measure

Potential to address
Within DCFTA

Outside DCFTA
√

Maintain / further improve incentives to improve
efficient use of energy and water
Create incentives for environmentally friendly
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Policy measure

Potential to address
Within DCFTA

Outside DCFTA

production, including with respect to air pollution
√

Improve waste collection and waste management
systems.
Consider creating mechanisms for monitoring of

√

environmental (and social) impact of the DCFTA (and
more broadly EU-Jordan relations).
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1

Methodology and approach

This chapter provides a summary of the methodology and conceptual framework that is applied in
the study. We start with an overview of our general approach to the study, followed by a brief
description of the quantitative and qualitative methods applied. A more detailed description is
available in the Inception Report2, which can be found on www.trade-sia.com/jordan.

1.1

General approach: three phases
The main objective of this Trade SIA is to assess the potential economic, environmental and social
(including human rights) impacts of a DCFTA to be negotiated between the EU and Jordan. The
findings of this study can provide important inputs for these future negotiations.
The overall approach to the entire Trade SIA can be divided in three inter-linked phases:
1. Overall analysis of the sustainability impacts arising from the implementation of a future DCFTA
between the EU and Jordan;
2. Sectoral Trade SIA for the DCFTA between the EU and Jordan;

3. Recommendations for the negotiations and for flanking policy measures.
This Interim Technical Report is part of Phase 1 and presents the results of our assessment of the
overall economic, social and environmental impacts of the DCFTA between the EU and Jordan.
Our approach is based on the two methodological components of a Trade SIA as described in the
Trade SIA Handbook (2006)3 and the Terms of Reference for this study:

 Economic, social and environmental assessments;
 Stakeholder consultations.
The three phases are characterised by both quantitative and qualitative analyses. Throughout the
three phases, we engage in continuous feedback and consultation with key stakeholders in both the
EU and Jordan, to obtain their inputs and feedback so as to complement and verify the results of
our analysis. This feedback thus enables us to place the results of our analysis in the proper
context.

1.2

Six main methodological pillars
We apply a methodology that is based on six main methodological pillars, which we developed
based on the Trade SIA Handbook and the Terms of Reference, as well as on our own experience
and lessons learned from previous Trade SIAs. These six pillars are:
1. Scenario development and CGE modelling;
2. Additional social and environmental quantitative and qualitative analyses;
3. Screening and scoping exercise;
4. Sectoral analysis;
5. Causal chain analysis;
2

3

The Inception Report includes in particular a more elaborated explanation on the quantitative approach in the overall
analysis that takes place in Phase 1 of the study.
Available at: http://trade.ec.europa.eu/doclib/docs/2006/march/tradoc_127974.pdf.
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6. Dissemination and consultation with key stakeholders, including civil society.
Below we briefly summarise the main elements of these six methodological pillars and how they are
applied in the study. Table 1.1 specifies in which phase of the study the different methodologies are
applied.
Table 1.1 Use of methodologies in the different phases of the study
Pillars:

Pillar 1

Pillar 2

Pillar 3

Pillar 4

Pillar 5

Pillar 6

Scenario/

Additional

Screening

Sectoral

CCA

Consultation &

CGE

analysis

& Scoping

analysis

Phase:
0: Inception



1: Overall analysis




2: Sectoral analysis

Dissemination























3: Recommendations
on policies & measures

Pillar 1: Scenario development and CGE modelling
Methodological Pillar 1 of the analysis covers the development of scenarios that most accurately
and realistically reflect the reality of the negotiations. The developed scenarios, in turn, serve as
inputs for the economic model that aims to simulate the outcomes of the negotiations so as to
ensure that the outputs of the model accurately reflect the real measures that will be taken as part
of the DCFTA. The developed DCFTA scenario will be compared to the baseline scenario of a
continuation of recent trends in Jordan (i.e. a business-as-usual scenario). The model thus
compares the situation with and without the DCFTA.
The model
The model used to quantitatively assess the potential effects of the DCFTA is a Computable
General Equilibrium (CGE) model. It is a dynamic, non-linear CGE model. The data used as inputs
for the model are based on the most recent version of the GTAP dataset, which contains data
benchmarked to 2007, but which have been projected to 2011 using actual macro-economic data.
The DCFTA liberalisation scenario
In order to assess the impact of the DCFTA, we have designed a liberalisation scenario to simulate
a DCFTA between the EU and Jordan. This liberalisation scenario is presented in Table 1.2 below.
For more details on both the baseline and the liberalisation scenario, the reader is referred to the
Inception Report of this study (available at www.trade-sia.com/jordan).
Table 1.2 DCFTA scenario modelling
Element

Liberalisation

Tariff liberalisation



EU  Jordan: 80% liberalisation for agricultural sectors;



Jordan  EU: 95% liberalisation for agricultural sectors;



EU  Jordan: 100% liberalisation for all remaining sectors;



Jordan  EU: 100% liberalisation for all remaining sectors.

Services liberalisation



No services liberalisation will be modelled*.

Other non-tariff

EU exports to Jordan:

measures



4% point reduction in TCE for sectors with an ambitious liberalisation scenario;



2% point reduction in TCE for sectors with a limited liberalisation scenario;



0% point reduction in TCE when there is no liberalisation foreseen;



2% point reduction in TCE for all agriculture & manufacturing sectors due to
trade facilitation.
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Element

Liberalisation

Jordan exports to EU:


8% point reduction in TCE for sectors with an ambitious liberalisation scenario;



4% point reduction in TCE for sectors with a limited liberalisation scenario;



0% reduction in TCE when there is no liberalisation foreseen;



2% point reduction in TCE for all agriculture & manufacturing sectors due to
trade facilitation.

*Services liberalisation.
With respect to modelling the effects of services liberalisation, applying the same methodology in the case of Jordan as has
been followed for other previous DCFTA SIAs conducted by Ecorys would not be feasible, as the preliminary analysis has
shown there is insufficient information available to determine the appropriate service liberalisation cuts for the modelling.
Therefore the analysis will be based on an in-depth qualitative examination of the current levels of liberalisation for services in
Jordan and the potential implications of the DCFTA. This examination will be conducted by Ecorys on the basis of a
methodology to be agreed with the Steering Committee and in close cooperation with the relevant Jordanian authorities.

Pillar 2: Additional social and environmental quantitative and qualitative analyses
In order to complement the results of the CGE model with relevant information that is not fully
included in the CGE model, additional quantitative and qualitative social (including human rights)
and environmental analyses will be conducted, with a focus on the expected impacts in Jordan.
Below we present a short overview of the methodologies for these additional analyses. For a full
overview, the reader is referred to the Inception Report.
Social quantitative analysis
The social quantitative analysis will focus on the impact of the DCFTA on the welfare of Jordanian
households. According to the literature, the most important transmission channels between trade
and welfare are the consumption effect (related to prices of consumer goods) and the labour
income effect. We assess these two effects by combining the results of the CGE model with an
analysis of household level data from Jordan. The focus of our analysis is on the consumption
structure of different households, which determines the DCFTA impact on their welfare and
resulting distributional effects.
Environmental quantitative analysis
The quantitative environmental analysis assesses the DCFTA impact on airborne pollutants and
greenhouse gases. We compile emission data per sector for Jordan and link these to the expected
output changes as predicted by the CGE model. Subsequently, we will monetise the effects on
airborne emissions and climate change based on default damage factors, thereby valuating the
associated welfare effects. The decomposition analysis of the emissions includes specifically the
scale and composition factors.
Qualitative analysis
To complement the above quantitative analyses, we carry out qualitative analyses on social and
environmental issues. In the qualitative social impact analysis, we will pay particular attention to the
interaction between the DCFTA and social equality issues and the promotion of the ILO Decent
Work Agenda. The qualitative environmental analysis will look at the current situation of the natural
environment beyond air pollution as well as at the likely DCFTA impact on this status quo. This
includes e.g. water pollution and use, waste generation and treatment, use of land and land
degradation, biodiversity, etc.; in addition we consider the implementation of multilateral
environmental agreements in relation to these issues.
The main methods applied for these qualitative analyses are literature reviews, consultations with
relevant stakeholders, review of official reporting schemes inscribed on respective international
conventions and causal chain reasoning.
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Human rights analysis
The human rights analysis is part of the social analysis. In carrying out the human rights (HR)
impact assessment of the DCFTA between the EU and Jordan, we base ourselves on our
experience in conducting other sustainability pillars of FTAs in previous studies (notably the HR
impact assessment in the Trade SIA on the DCFTA between the EU and Armenia) and the HR IA
approach developed methodologically by Walker (2009). Our HR IA approach consists of four steps
that are closely aligned with the Trade SIA approach described in the DG Trade Handbook (2006).
First, we provide an overview of the current HR situation in Jordan. Second, we analyse which HR
aspects are relevant to the DCFTA. Third, taking the economic modelling results as a starting point
we turn to the impact of the DCFTA in terms of its general effect on the HR landscape, and fourth
we assess the effects of the DCFTA on specific HR aspects.
Pillar 3: Screening and scoping exercise
The screening and scoping exercise serves to identify the sectors and issues that are significant
from the perspective of the of a DCFTA and its sustainability impact. A preliminary screening took
place in the Inception Phase in order to focus the methodology.
At the end of phase 1, we select up to four sectors or horizontal issues that are most relevant for
further in-depth analysis in Phase 2.
The selection is based on the following criteria:







Criterion 1: Initial importance of a sector or horizontal issue for the economy;
Criterion 2: Impact as a result of the DCFTA;
Criterion 3: Social / environmental importance or impact;
Criterion 4: Stakeholder issues of special importance;
Criterion 5: Strategic importance of sectors or issues in the DCFTA negotiations.

Pillar 4: In-depth analysis of sectors and horizontal issues
The aim of the in-depth analysis of sectors and/or horizontal issues is to provide deeper insights
into the effects of the DCFTA for sectors or issues that are important for a successful conclusion of
the DCFTA. Up to four sectors or horizontal issues will be selected for further study, based on the
screening and scoping exercise (Pillar 3) and in consultation with stakeholders and the Steering
Committee.
For selected sectors, a more in-depth analysis will be conducted by taking as a starting point the
quantitative effects resulting from the CGE analysis and the additional environmental and social
analyses (Pillars 1 and 2). The sectoral analyses aim to complement these findings through causal
chain analysis, literature review, interviews, and inputs from sector experts. Ultimately, the in-depth
analyses will present more detailed insights into economic (including SMEs), social (such as
employment and wage effects in the sector), and environmental (including the effect of an increase
in transportation services) impacts resulting from the DCFTA at sector level and in relation to
specific horizontal issues.
In case a horizontal issue is selected, we could look at important elements that are affected by the
DCFTA across multiple sectors. Such an analysis also starts with the CGE outcomes and
compares them across sectors. Examples of important horizontal issues could be SPS or TBT
measures.
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Pillar 5: Causal chain analysis
Causal chain analysis (CCA) is a conceptual tool used to identify the relevant cause-effect links
between the trade measures proposed and the economic, social and environmental impact these
trade measures might have. It is imperative for a realistic impact assessment that the CCA is
applied only to significant links between trade negotiations and their impacts. We use CCA to
establish the effects of the DCFTA on sustainable development and the influence of additional
policy measures on these effects. CCA is one of the tools that is used to formulate
recommendations, and specifically flanking measures, in order to increase the positive and avoid or
mitigate the negative impacts of the DCFTA between the EU and Jordan.
Pillar 6: Consultation and dissemination
Consultation is a key element of the study since the inputs of all stakeholders to the negotiation
process (businesses, administration, civil society, industry, etc.) are needed to identify the main
issues in relation to the sustainable development effects of the DCFTA. Hence, we aim to involve
these stakeholders as actively as possible throughout the study. Based on an extensive analysis of
the stakeholder landscape, we have developed a consultation plan, which is more elaborately
presented in Chapter 5. An SME survey is also part of the consultation process.
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2

Quantitative economic modelling results

In this chapter, we present and discuss the estimated effects of the potential EU-Jordan DCFTA
using a Computable General Equilibrium (CGE) model.
First, we present the general macro economic effect at national level. We then proceed to take a
closer look at the economic results by examining the estimates at a more disaggregated level,
focusing on the effect of the different liberalizing measures and effects at sector specific level. Later
in this chapter, we present the modelling results for environmental and social indicators. These
results are subsequently used as input for the sustainability analyses in Chapter 3 and 4.

2.1

Overview macroeconomic effects
We begin with the overall macroeconomic effects for the EU, Jordan and the rest of the world
based on the modelling results. The estimated effects on National Income, GDP, consumer prices,
wages and trade indicators for the short- as well as the long run settings are presented in Table 2.1
below. The relative changes presented in the table, reflect estimated effects vis-à-vis the baseline
thus reflecting the expected economic changes due to establishing a DCFTA between the EU and
Jordan.
As can be seen from the first row of the table, liberalizing trade between the EU and Jordan, is
expected to result in national income gains for both economies, although for the EU these gains are
very marginal. The long run gains, i.e. when capital is allowed to reallocate between sectors, are
about two and a half times bigger than the estimated gains in the short run setting for both
economies.
The DCFTA is estimated to have a much more pronounced effect on the Jordanian economy than
on the EU economy. This is due to the fact that Jordan is a relatively small country, thus Jordan’s
share of EU trade is minimal. In contrast the EU is a very important trading partner for Jordan,
which implies that bilateral trade liberalisation will have significant consequences for the Jordanian
economy.
In the short run, the DCFTA is shown to increase EU national income by €93 million and in the long
run settings by €178 million, which is a very small gain in relative terms. The corresponding effect
on GDP is negligible. Furthermore, EU consumer prices, wages and trade are all shown to be
unaffected by the policy change.
For Jordan – as expected – the economic gains are shown to be more pronounced, in both
absolute and relative terms. Jordanian national income is estimated to increase by €283 and €442
million in the short and long run setting respectively. This corresponds to a GDP increase of 1.4
percent in the short run and a little over two percent in the long run setting.
Liberalising trade with the EU will also have a positive impact on overall Jordanian trade. Total
imports are shown to increase by 3.7 percent in the short run, and 4.8 percent in the long run
setting. The expected effects on Jordanian exports are somewhat bigger at 4.4 and 5.3 percent
respectively.
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Table 2.1 Overview Macroeconomic Variables
Variable/Country

EU28

Jordan

Egypt

Morocco

Rest of

Gulf Co-

Rest of

Sub-

Rest of the

&Tunisia

North

Turkey

operation

Middle

Saharan

World

Africa

Council

East

Africa

GCC
Short run
National Income, million €

93.10

283.20

-5.79

0.27

0.27

-0.50

8.42

20.58

-0.17

23.95

GDP, % change

0.00

1.35

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Consumer prices, % change

0.00

-0.70

-0.01

0.00

0.00

0.00

0.00

-0.01

0.00

0.00

Wages, less skilled %

0.00

1.69

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Wages, medium skilled %

0.00

2.46

0.00

0.00

0.00

0.00

0.00

0.01

0.00

0.00

Wages, more skilled %

0.00

2.38

0.00

0.00

0.00

0.00

0.00

0.01

0.00

0.00

Terms of trade, % change

0.00

0.36

-0.01

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Total Imports, % change

0.01

3.70

-0.02

0.00

0.00

-0.01

0.00

0.01

0.00

0.00

Total Exports, % change

0.01

4.36

-0.02

0.00

0.00

-0.01

0.00

0.01

0.00

0.00

178.70

442.29

4.96

0.40

-7.38

-33.63

147.93

99.46

-10.90

-317.48

GDP, % change

0.00

2.11

0.01

0.00

0.00

-0.01

0.01

0.02

0.00

0.00

Consumer prices, % change

0.00

-0.52

-0.02

0.00

0.00

0.00

-0.01

-0.01

0.00

0.00

Wages, less skilled %

0.00

2.37

0.02

0.00

-0.01

0.00

0.01

0.01

0.00

0.00

Wages, medium skilled %

0.00

2.87

0.01

0.00

-0.01

-0.01

0.01

0.01

0.00

0.00

Wages, more skilled %

0.00

2.81

0.01

0.00

-0.01

-0.01

0.01

0.01

0.00

0.00

Terms of trade, % change

0.00

0.24

0.00

0.00

0.00

0.00

0.00

-0.01

0.00

0.00

Total Imports, % change

0.01

4.83

-0.07

0.00

0.01

-0.01

0.00

0.02

0.00

0.00

Total Exports, % change

0.01

5.30

-0.07

0.01

0.00

-0.01

0.01

0.02

0.00

0.00

Long Run
National Income, million €
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Terms of trade for a country reflect how much its exports are worth in terms of its imports. As such,
an expected improvement (i.e. positive change) in a country’s terms of trade implies that for each
unit of exports sold, the country can afford to buy more imports. Liberalising trade with the EU, is
estimated to lead to a slight improvement (around 0.3 percent) in Jordan’s terms of trade. The
estimated improvement in the short run is slightly bigger than in the long run, indicating that trade
prices will stabilize as the relocation of capital takes place.
Workers in Jordan are expected to gain from the trade agreement both in the short and long run.
Wages are expected to increase as a result of liberalizing trade with the EU. In the short run setting,
wages increase by about two percent and in the long run, the increase is around three percent
across all skill levels. As barriers to imports are lowered, imported goods can reach consumers at a
lower price. This will result in lower aggregate domestic prices, and consumer prices will decrease
by 0.7 percent in the short run setting, resettling around minus 0.5 percent in the longer run as
capital has had time to reallocate to the more competitive sectors.
Table 2.1 above shows that liberalizing EU-Jordan trade will not have any significant effect on other
(third) countries/regions. As can be seen from the second row in the table, the estimated effect on
GDP is shown to be zero for all other countries, as is the case for all other reported variables.
As discussed in Chapter 1, the proposed DCFTA contains a combination of different policy
measures taken in order to liberalise trade, i.e. lowering of tariffs, lowering of NTMs for trade in
goods as well as spill-overs from these changes to other trading partners. Figure 2.1 below
presents the estimated changes in national income for Jordan and the EU, decomposed to reveal
the separate effects from lowering tariffs and reducing NTMs in goods, as well as the spill-over
effects.
Figure 2.1 Changes in National Income million €, Divided by Trade Liberalisation Measure

Source: IIDE CGE modelling calculations.

As previously noted, national income in the EU is estimated to increase by €93 million in the short
run and by about double that - €179 million - in the long run setting when capital has had time to
reallocate between production sectors. For Jordan, the capital reallocation effect is also shown to
be significant, with short-term income gain of €283 million and a corresponding gain of €442 million
in the longer run setting.
The figure depicts that the estimated effect of each liberalising measure is different for the EU and
Jordan, as well as over time. In the short run setting the modelled spill-overs are shown to make the
biggest contribution to the Jordanian economy, while lowering of tariffs has a negative effect. In the
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longer run, all three measures contribute positively to Jordanian national income increases, with the
lowering of NTMs being most important. For the EU, the spill-overs from reducing NTMs causes
some diversion of trade, implying a negative contribution to national income. Meanwhile, lowering
tariffs has a small positive effect and the lowering of NTMs is shown to be the most important
liberalising measure in order for the EU to reap the economic gains from an agreement.
Although the removal of tariffs contribute to an increase in national income in Jordan and the EU,
removing tariffs implies at the same time a loss in incoming tariff revenues for the national
government(s). The estimated changes in Jordanian and EU tariffs are summarized in the table 2.2.
Table 2.2 Tariff Revenue before and after the DCFTA, in € Million
Baseline

Short-run

Long-run

EU

4,0734

4,0748

4,0748

Jordan

866

741

746

Source: IIDE CGE modelling calculations.

Total tariff revenues in Jordan amount to € 866 million prior to signing the agreement. Once trade is
liberalized, tariff revenues would decrease, although not very significantly, to € 741 million over the
short run, and € 746 Million over the long run. Revenues are slightly higher over the long run due to
somewhat more imports than over the short run. For the EU, the expected changes are very small,
due to the relatively small share of imports from Jordan in total EU imports, revenues will rise
slightly by € 14 million in the short run as well as in the long run.
Bilateral trade effects
In table 2.1 above, we reported changes in overall trade for EU and Jordan. In this subsection, we
take a closer look at what happens specifically to the EU-Jordanian trade flows. These are
summarized in the table below.
Table 2.3 Changes in EU-Jordanian bilateral trade, changes in percent
short- run

long run

Jordan's exports to the EU, % change

8.32

9.53

EU's exports to Jordan, % change

14.61

16.01

Source: IIDE CGE modelling calculations.

While EU overall trade was not affected by the DCFTA, bilateral trade with Jordan is shown to
increase significantly. EU's exports to Jordan will increase by around 16 percent, while Jordanian
exports to the EU will increase by 10 percent in the long run setting. Later on in this chapter, we will
take a closer look at the main sectors responsible for the bulk of the increased bilateral trade.

2.2

Sector specific effects
In order to better understand the underlying changes across the economies, we now move to the
expected disaggregated, sector specific changes in value added, employment, and trade as well as
resulting effects on EU- Jordanian bilateral trading patterns. Given that the impact on the EU
economy is negligible, in this section we focus on the effects on Jordan. The tables containing the
sectoral impact in the EU are provided in annex B.
Before analysing the estimated sector specific changes, we start by providing an overview of the
structure of Jordanian production and trade. Figure 2.2 below presents Jordan’s current production
structure, based on value added.
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Production and employment
As can be seen from the figure, primary sectors are still relatively important in Jordan constituting
14 percent of all value added in the economy. The share of manufacturing sectors in total value
added is 24 percent, while value added of services amounts to 62 percent of total value added.4
Figure 2.2 Overview of Jordan’s production

The category “Primary and foods” includes processed food.
Source: GTAP.

The patterns of employment by skill groups and broad sectors are depicted in Figure 2.3 below.
The primary and food sectors, which are accountable for 14 percent of total value added, employ
30 percent of the less skilled labour force, half of which are employed by the vegetables and fruits
sector and other agriculture, forestry, (which together account for 4 percent of total value added).
The manufacturing sectors also exhibit a high concentration of unskilled labour, with 24 percent of
value added produced by 41 percent of the unskilled labour force. This is especially true for the
chemicals, rubber and plastics sector.
Figure 2.3 Employment by skill level in Jordan’s production

The category “Primary and foods” includes processed food.
Source: GTAP.

Medium-, and high skilled workers are more concentrated in the services sectors. Three quarters of
the more skilled and about 80 percent of the medium skilled workforce are employed in these
sectors, which account for 62 percent of value added.

4

In table 2.4 the rows 1-9 relate to primary and foods, the rows 10-22 relate to manufactured goods and row 23 relates to
services.
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Next, we move to the estimated sector specific changes in output and employment, in the long run
setting, as presented in Table 2.4.
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Table 2.4 Sectors specific changes in Jordanian output and employment, long run setting.
Group

Sector

Baseline

%

Baseline

% change in

Baseline share

% change in

Baseline

% change in

share of

change

share of total

more skilled

of total

medium

share of total

less skilled

total VA

in output

more skilled

employment

medium

skilled

less skilled

employment

skilled

employment

employment

employment

employment
Primary and

Grains and crops

0.01

-5.68

0.00

-5.89

0.00

-5.91

0.02

-5.75

food

Vegetables, fruit and nuts

0.02

-0.28

0.00

-0.47

0.00

-0.49

0.09

-0.36

Other agriculture and forestry

0.02

-0.64

0.00

-0.83

0.00

-0.84

0.08

-0.72

Fish products

0.00

-0.94

0.00

-1.63

0.00

-1.64

0.00

-1.55

Mining

0.04

-1.03

0.05

-1.36

0.02

-1.37

0.02

-1.27

Livestock and meat products

0.02

-3.31

0.01

-3.38

0.01

-3.44

0.03

-2.96

Vegetable oils and fats

0.01

-1.47

0.01

-1.66

0.00

-1.72

0.01

-1.23

Other processed foods

0.02

-4.04

0.02

-4.06

0.01

-4.12

0.04

-3.64

Beverages and tobacco

0.01

-33.47

0.01

-31.87

0.01

-31.91

0.01

-31.58

Manufactured

Textiles

0.02

-1.79

0.01

-1.98

0.01

-2.05

0.04

-1.51

goods

Wearing apparel

0.04

-1.46

0.03

-1.67

0.02

-1.74

0.07

-1.20

Leather products

0.00

-5.72

0.00

-5.59

0.00

-5.66

0.00

-5.14

Wood, paper, publishing

0.02

-1.92

0.01

-2.09

0.01

-2.16

0.03

-1.63

Petro-chemicals

0.01

1.56

0.01

1.12

0.00

1.04

0.01

1.60

Chemicals, rubber, plastics

0.11

4.35

0.07

3.69

0.06

3.62

0.18

4.19

Ceramics, cement, etc.

0.01

-5.03

0.01

-4.98

0.01

-5.05

0.02

-4.52

Primary metals

0.02

1.68

0.01

1.23

0.01

1.16

0.03

1.71

Fabricated metals

0.01

-1.69

0.01

-1.88

0.00

-1.95

0.01

-1.41

Motor vehicles

0.00

2.90

0.00

2.36

0.00

2.29

0.00

2.85

Electronics, computers

0.01

2.33

0.01

1.83

0.00

1.76

0.01

2.32

Other machinery and equipment

0.01

0.22

0.01

-0.09

0.01

-0.15

0.02

0.37

Other manufacturing

0.00

50.67

0.00

45.72

0.00

45.62

0.00

46.42

Services

0.62

0.56

0.74

0.24

0.81

0.17

0.30

0.76

Services

Source: IIDE CGE modelling calculations.
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As depicted in Table 2.4, in the baseline, the two most notable changes to output are expected to
take place in the other manufacturing (+ 51 percent) and beverages and tobacco (-33 percent)
sectors. Although these percentage changes are significant, the sectors are relatively small, hence
the aggregate effect on the Jordanian economy will be limited. Although the decrease in the
beverages and tobacco sector is the biggest, the output of all primary and food sector are shown to
contract as a result of the DCFTA. The decrease in beverages and tobacco is mostly due to the
lowering of tariffs, which gives rise to an increase in EU imports in this sector at a lower price. This
puts pressure on domestic producers, pushing out some less efficient producers from the market.
The magnitude of the effects is a consequence of the very high initial tariffs in this sector (83
percent). Meanwhile, the contraction of the other primary and foods sectors take place as spillovers are assumed to take place due to NTM reductions vis-à-vis third countries. Within the primary
and foods sector, the changes in sector specific value added are somewhat smaller than the
corresponding estimated changes in sectoral employment. The expansion of other manufacturing
takes place as relatively high NTMs are removed on Jordanian exports towards the EU, thus this
sector absorbs those freed up resources from other sectors which contracted with increased
external competition. This reflects the stimulus to production and increased Jordanian exports to
the EU resulting from approximation to generally higher EU standards.
As a result of the DCFTA, the NTMs in Jordan are expected to decrease by four percentage points
on average for sectors, which have an ambitious liberalisation scenario (see also Chapter 1, Table
1.2). At first this decrease in applied NTMs may not be expected to have a big effect, but the 51
percent increase in output of the sector Other Manufacturing - all of which is essentially attributable
to the lowering of NTMs - shows that in some cases small changes may in fact yield substantial
results. The corresponding changes to the employment in these sectors are somewhat smaller.
Currently the level of tariffs across manufacturing is zero, so naturally the effect of tariffs on output
will be low. For the manufacturing sectors as a whole, there is no clear pattern; some sectors are
shown to expand while the NTMs are largely reduced, and for others, impediments are not
significantly changed, but the value added is shown to increase.
The production of services is expected to increase by 0.6 percent, with a somewhat bigger effect on
less skilled employment. The expected effect on medium and more skilled labour will be smaller.
The reason for this very small impact on the services sector is due to the underlying assumed
liberalization, which implies no changes in the services sector.
Trade
Table 2.5 gives an overview of the current trading patterns between the EU and Jordan. The
present relationship can be categorized as unbalanced. The EU is clearly a very important trading
partner for Jordan, but this is not the case the other way around. While more than 40 percent of
Jordanian exports are destined for the EU market, less than 0.1 percent of EU exports are destined
for Jordan. This is the underlying reason why the EU economy will only be very marginally affected
by the assumed trade policy changes.
EU-Jordanian bilateral trade is concentrated in a few sectors. This is especially the case for
Jordanian exports to the EU. In essence, the lion’s share of Jordan’s exports to the EU is in
services. This sector alone accounts for 65 percent of Jordanian exports to the EU, which is mostly
due to tourism services. In addition to services, the most important Jordanian exports to the EU
include chemicals, rubber and plastics (11 percent), Mining (6 percent) and primary metals (5
percent). The top five Jordanian imports from the EU are in other machinery and equipment (19
percent), other manufacturing (13 percent), chemicals, rubber and plastics (12 percent), services
(12 percent) and other processed foods (6 percent). These five sectors are responsible for over 60
percent of all EU exports destined for Jordan.
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Table 2.5 Overview, EU's trade with Jordan (2011)
EU's exports to Jordan
Sector

in € million

Jordans's exports to the EU

as a share of total EU

sector's share of EU's

exports in this sector (%)

total exports to Jordan

in € million

as a share of total Jordanian

sectors' share of

exports in this sector (%)

Jordanian total exports
to the EU (%)

Grains and crops

123.95

0.6

2.7

1.69

36.2

0.1

Vegetables, fruit and nuts

26.14

0.1

0.6

19.10

5.0

1.0

Other agriculture and forestry

78.08

0.2

1.7

6.36

6.6

0.3

Fish products

1.97

0.0

0.0

0.02

17.6

0.0

Mining

40.32

0.1

0.9

112.70

13.3

6.0

Livestock and meat products

84.52

0.2

1.9

5.39

6.2

0.3

Vegetable oils and fats

12.02

0.1

0.3

2.25

8.1

0.1

Other processed foods

263.21

0.2

5.8

5.66

2.5

0.3

Beverages and tobacco

66.31

0.1

1.5

4.02

7.2

0.2

Textiles

51.39

0.1

1.1

26.40

5.3

1.4

Wearing apparel

90.35

0.2

2.0

29.39

3.1

1.6

Leather products

61.36

0.2

1.4

1.35

22.7

0.1

Wood, paper, publishing

234.12

0.1

5.2

16.59

5.6

0.9

Petro-chemicals

177.85

0.2

3.9

41.05

41.9

2.2

Chemicals, rubber, plastics

561.72

0.1

12.4

205.31

4.9

11.0

Ceramics, cement, etc.

147.87

0.3

3.3

2.04

3.6

0.1

Primary metals

170.68

0.1

3.8

92.29

12.9

4.9

Fabricated metals

108.87

0.1

2.4

21.24

10.5

1.1

Motor vehicles

575.39

0.1

12.7

8.85

13.8

0.5

Electronics, computers

71.91

0.0

1.6

23.89

32.5

1.3

Other machinery and equipment

856.48

0.1

18.9

15.18

4.1

0.8

Other manufacturing

186.57

0.3

4.1

21.80

38.6

1.2

Services

549.39

0.1

12.1

1203.71

44.7

64.5

Source: IIDE CGE modelling calculations.
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Table 2.5. (column 3) also depicts the share of EU’s exports destined for the Jordanian market in
total EU exports. These figures highlight that Jordan is a small trading partner for the EU. The
largest share of sectoral exports to Jordan in total exports are Grains (0.6 percent), while for other
sectors, this share is below 0.5 percent of total exports, for many as low as 0.1 percent.
In column 6 of Table 2.5. the corresponding figures for the share of Jordanian exports destined for
the EU are presented. For many sectors, the EU is a an important destination with shares in the
two-digit range, demonstrating that the EU is a important trading partner for Jordan, and as such,
any policy change affecting the trading between the two countries is likely to have an important
impact on the Jordanian economy. The highest shares of exports going to the EU are estimated for
services (45 percent), Petrochemicals (42 percent) and Other Manufactures (39 percent) and
Grains and crops (36 percent).
We now turn our attention to the expected changes in Jordanian trade as a consequence of the
DCFTA. Table 2.6 below summarises current Jordanian trade patterns and estimated percentage
changes in overall exports and imports.
Table 2.6 Sectors specific changes in Jordanian trade, long run setting
Sector

Baseline

% change in

Baseline

% change in

sectors share

total Jordanian

sectors share

total Jordanian

of total

exports

of total

imports

Jordanian

Jordanian

exports (%)

imports (%)

Grains and crops

0.0

8.7

3.7

2.5

Vegetables, fruit and nuts

3.2

1.6

1.5

5.0

Other agriculture and forestry

0.8

3.1

1.5

5.1

Fish products

0.0

4.4

0.1

-0.4

Mining

7.1

-1.6

12.9

1.5

Livestock and meat products

0.7

9.7

2.3

13.2

Vegetable oils and fats

0.2

10.1

1.0

8.2

Other processed foods

1.9

4.3

5.4

7.6

Beverages and tobacco

0.5

2.6

1.0

74.4

Textiles

4.1

-1.4

3.3

5.6

Wearing apparel

7.9

-1.5

1.5

10.9

Leather products

0.0

-1.1

1.2

3.9

Wood, paper, publishing

2.5

0.3

4.7

4.4

Petro-chemicals

0.8

4.0

4.4

0.7

Chemicals, rubber, plastics

34.8

9.9

11.1

6.9

Ceramics, cement, etc.

0.5

10.9

2.2

10.2

Primary metals

6.0

9.4

6.9

4.1

Fabricated metals

1.7

9.4

2.0

7.8

Motor vehicles

0.5

13.6

10.1

1.6

Electronics, computers

0.6

42.6

2.1

9.2

Other machinery and equipment

3.1

16.3

11.1

2.4

Other manufacturing

0.5

84.6

1.7

-3.4

Services

22.5

-1.7

8.5

2.8

Source: IIDE CGE modelling calculations.
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Table 2.6 shows that, as was the case in EU-Jordanian bilateral trade, current Jordanian total trade
is concentrated in a few sectors. This is especially the case for exports, where more than half of the
value stems from chemicals, rubber and plastics (35 percent) and services (23 percent). As
depicted in the second column, the biggest estimated changes in the volume of trade would occur
in other manufacturing (+85 percent), electronics and computers (+43 percent) and other Machinery
and equipment (+16 percent) sectors. However, those sectors are not big a priori trading sectors,
so although the relative changes are big, in absolute terms the increases are not that significant.
The 10 percent increase in the volume of exports of chemicals, rubber and plastics, which is the
biggest current export sector, will have the biggest overall impact on exports. The increase in this
sectors is due partly to removal of NTMs and subsequent regulatory approximation will improve
Jordan's export competitiveness towards the EU market. The large expansion of exports in Other
manufacturing is accompanied by a significant increase in output. The increase in bilateral exports
to the EU is largely attributable to substitution effects, as the EU imports more from Jordan in these
sectors this leads to decreased trade with other trading partners, in other words it causes trade
diversion.
An increase in imports in almost all sectors takes place due to reductions of trade barriers across all
sectors. The largest increase in imports is expected to occur in the beverages and tobacco sector.
The aggregate changes in imports are shown to be significant even as the measures implemented
are mostly bilateral in nature vis-à-vis the EU, because of the high importance of the EU as a
trading partner for Jordan. As bilateral import increases from the EU, both substitution and
expansion effects take place. In other words, imports from the EU increase in absolute terms, but
also squeeze out some other import competitors from the Jordanian market. The sectors with the
biggest share in total Jordanian imports are Mining (13 percent), Chemicals, Rubber and Plastics,
Other Machinery and Equipment (both 11 percent) and Motor vehicles (10 percent). The lowering of
tariffs in the Beverages and Tobacco sector, causes the imports to increase by 75 percent. With the
exception of Other Manufacturing, imports in all sectors are shown to increase as well, albeit not as
much.
Table 2.7 depicts the importance of each sector in contributing to the increase in total exports to the
EU.
Table 2.7 Sectoral decomposition of the estimated DCFTA related expansion of Jordan's exports to the
EU in the long-run
Sector

Share of export expansion

Chemicals, rubber, plastics

40%

Services

14%

Other*

10%

Wearing apparel

9%

Mining

7%

Metals

6%

Other machinery

4%

Textiles

4%

Wood, paper, publishing

3%

Vegetables and fruit

3%

Source: IIDE CGE modelling calculations.* The sector “Other” is made up by the Aggregate of the remaining sectors, see table
2.6.

The figures in Table 2.7 are calculated based on each sector’s contribution to the estimated
increase in the volume of bilateral exports. The contribution of a given sector will be small - even if
there is a big percentage change in the sector's exports. On the other hand, sectors with relatively
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big changes and average export share, or sectors, which represent a big share of total exports and
experience a smaller change could both drive larger export expansion. As can be seen from the
table 2.7, the sector with the biggest contribution is Chemicals, followed by Services. Although
exports in these sectors are not very large (and quite small in the case of services), the overall
contribution of these sectors is quite big, driving more than half of the total export expansion, due to
these sectors' significant shares in total exports.

2.3

Environmental indicators in the CGE model
Next, we examine the estimated effects of an EU-Jordan DCFTA on the environment, which is
measured in CGE by the estimated effects on land use and CO2 emissions. The resulting effects on
land use in Jordan and the EU, as well as the changes in CO2 -emissions for Jordan and the EU in
the long run setting are presented in table 2.8 below.
Table 2.8 Environmental variables, long run setting, emissions measured in million MT CO2
Change in emissions

Change in land use intensity, %

European Union, MT changes

0.05

0.00

Jordan, MT changes

0.28

0.20

Source: IIDE CGE modelling calculations.

Changes in production patterns caused by liberalizing bilateral EU-Jordan trade result in a small
increase in the emissions of CO2. This is shown in the first column of Table 2.6. Both Jordan’s and
the EU's emissions will increase only marginally. Emissions in the EU will increase by 0.05 Mt in the
long run, while those of Jordan by 0.28 Mt.
As can be seen from the second column land use in the EU is unaffected, while the changes in
Jordanian production cause an increase in land use by a mere 0.2 percent.

2.4

Social indicators in the CGE model
Some of the estimated variables from the CGE analysis, which are of special interest for the social
impact assessment later in this study, are presented in the table below.
Table 2.9 Social Indicators, long run setting, changes in percent
Wage Change

European

Labour displacement

less skilled

medium skilled

high

less skilled

medium

high

workers

workers

skilled

workers

skilled

skilled

0.00

0.00

0.00

0.01

0.00

0.00

2.37

2.87

2.81

4.88

2.96

3.20

Union
Jordan

Source: IIDE CGE modelling calculations.

The first column shows the estimated changes in wages for the less skilled labour forces. The
European wages remain unchanged, while all workers in Jordan will experience wage increases.
The high and medium skilled workers gain a bit more, with an estimated 2.8 percent increase in
their wages, while low skilled workers experience a somewhat smaller increase in their wages. The
difference in wage increase across skill groups is due to the initial high tariffs on Beverages and
Tobacco. These sectors contract the most as a result of opening up and at the same time, these
sectors have a higher concentration of less skilled workers. As a result, the aggregate demand for
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less skilled workers will increase less relative to demand for skilled workers, leading to somewhat
lower wage increase.
The last two columns, containing labour displacement, illustrate how much movement is estimated
to take place between sectors within EU and Jordan. Labour displacement is measured as the
share of the labour force that will relocate as production patterns change as a result of the
agreement. As could be expected, practically no labour relocation is expected to take place in the
EU, since the relative changes are too small to trigger any major shifts in employment. For Jordan,
however in the longer run, close to 5 percent of the less skilled and around 3 percent of the medium
and high skilled labour are estimated to change sectors for employment. The short run estimates
are similar. Liberalising trade with the EU, puts pressure on the Jordanian economy to adjust
production to the sectors with comparative advantage. The estimated significant wage increases
point to the fact that the main reason for changing sectors is workers opportunities to earn higher
wages and find new job opportunities. i.e. the expanding sectors characterised by a comparative
advantage vis-à-vis the EU are pulling in labour from other sectors.

2.5

Synthesis and implications of the CGE results
The purpose of this chapter was to present and discuss the estimated effects of liberalising trade
between the EU and Jordan, based on CGE modelling results. The model has incorporated trade
liberalization assumptions with regards to changes in tariffs, NTBs for goods and spill-overs and we
have analysed the estimated effects in a short as well as a long run setting. The main results
(expected effects) can be summarized as follows:

 Positive income effects for Jordan, corresponding to a GDP increase of 1.4 percent in the short
and a little over 2 percent in long run setting;

 Up to 3 percent increase in wages for Jordanian workers with less skilled workers experiencing
somewhat lower increases;

 Consumer prices decrease;
 Combination of lower consumer prices and higher wages implies gains for Jordanian workers;
 Low levels of labour displacement. No particular need for flanking measures for Jordanian
workers;

 Single most important measure to reap the gains from liberalizing trade with the EU is lowering
NTMs;

 Significant increase in Jordanian trade, especially in bilateral trade with the EU for certain
sectors;

 Environmental indicators show no reason for concern.
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3

Additional social analysis

This chapter contains the additional social analysis, using a mix of quantitative and qualitative
techniques. Sections 3.1 to 3.3 contain the results of the social analysis, while section 3.4 pays
specific attention to the impact on human rights. Throughout the chapter, we first present the
current situation and subsequently analyse the expected impact of the DFTA.

3.1

Social status quo
With respect to the current social situation in Jordan, we start by looking at several quantitative
indicators (income, inequality, poverty), followed by an assessment of the current situation with
respect to the ILO’s Decent Work agenda, more specifically its four pillars: 1) Job creation; 2)
Guaranteeing rights at work; 3) Extending social protection; and 4) Promoting social dialogue.
Finally, we address gender as a cross-cutting objective.

3.1.1 Decent work in Jordan
Employment and job creation
The employment rate in Jordan can be considered low. It varied between a low of 34.3 and a high
of 37.4 percent in the period from 2000 to 2012. The difference between male and female
employment rates are very high, with male employment around twice as high as female
employment.
Table 3.1 Employment- to-population ratio, per gender and age groups (%)
2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Total

36,2

35,2

35,6

34,3

35,2

34,6

34,8

36,5

36,6

37,4

37,1

36,5

36,2

15-24

20,2

19,2

18,2

18,4

20,0

19,0

19,4

19,8

19,7

20,1

18,6

17,4

16,9

25+

45,2

44,1

43,6

43,0

43,1

42,6

42,5

44,5

44,4

45,2

45,2

44,7

44,3

Female

27,4

26,2

26,9

25,4

25,6

24,8

26,1

30,9

30,4

32,3

32,6

32,6

32,1

15-24

5,0

5,0

4,9

4,8

5,6

4,5

5,3

5,9

5,5

6,0

5,6

5,2

4,8

25+

12,6

11,8

12,3

11,5

10,9

11,3

11,4

13,8

13,8

14,5

14,9

15,2

15,2

Male

60

58,7

57,5

57,8

59,7

58,8

59

60,6

60,8

61,7

60,9

59,8

59,4

15-24

34,3

32,2

30,5

31,0

33,6

32,7

32,7

33,1

33,3

33,6

31,2

29,2

28,6

25+

74,4

73,4

72,3

72,2

73,4

72,3

72,1

73,8

73,6

74,3

73,9

72,7

72,1

Source: ILO KILM.

Besides the disparity in employment level related to gender there are also major differences
between age groups, as shown in Figure 3.1 below.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

43

Figure 3.1 Employment-to-population ratio total, per age group.

50
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30
Total
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15-24
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25+
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Source: ILO KILM.

Total unemployment and unemployment by gender
Jordan’s unemployment rate has fluctuated at a high level between 2000 and 2012, although recent
rates are slightly lower than the highs of 2001 to 2003.
Table 3.2 Unemployment rate, total and per gender (%)
2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Total

13,7

15,8

16,2

15,4

12,4

14,9

14,0

13,1

12,7

12,9

12,5

12,9

12,2

Male

12,3

14,6

14,7

14,1

11,7

12,8

11,9

10,2

10,0

10,2

10,2

10,9

10,3

Female

21,9

23,4

24,5

23,1

17,1

27,0

25,9

26,7

25,5

25,0

22,8

22,0

21,0

Source: ILO KILM.

Female unemployment rates are almost twice as high in comparison to male unemployment rates.
At the same time, the severity of the unemployment problem is said to be, to some extent,
disguised by the low labour force participation rate of women, especially those with low levels of
educational attainment.5
While demand for labour is high, most job vacancies are either filled by migrant workers or remain
unfilled, signalling structural problems in the labour market6, which is further discussed below. As
such the share of long term unemployment, defined as unemployment for a year or longer, in total
unemployment is very high, albeit declining slightly since 2007, as shown in Table 3.
Table 3.3 Long-term unemployment
As a % of labour force

As a % of total unemployed

2000

0.14

0.59

2001

0.11

0.63

2002

0.15

0.78

2003

0.10

0.72

2005

0.15

0.73

5
6

44

ILO 2012 Macroeconomic policies and employment in Jordan.
Ibid.
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As a % of labour force

As a % of total unemployed

2006

0.15

0.67

2007

0.24

0.80

2008

0.15

0.76

2009

0.27

0.77

2010

0.25

0.72

2011

0.30

0.71

Source: ILO KILM.

Unemployment by educational level
From 2000 to 2012 Jordan has experienced high levels of unemployment for all educational
attainment levels. However, a rise of unemployment can be seen among those persons with tertiary
level educational attainment, especially since 2004. Over the same period there has generally been
a steady decline in unemployment among those with lower levels of educational attainment.
Figure 3.2 Unemployment by level of educational attainment (%)
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Source: ILO KILM.

Labour force participation rate by age
As can be seen in Figure 5 below, the participation rate among the age group of 65 and older is
quite low, averaging around 10 percent. The 55-64 and 15-24 age groups hover around the same
rates; near 30 percent in 2000 and a decline since, to just above 20 percent in 2012. For the total
working age population (15-64) the participation rate remained quite constant; hovering slightly
below 45 percent throughout the decade. The 25-34 and 35-54 age groups fare somewhat better.
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Figure 3.3 Labour force participation rate per age group (%)
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Source: ILO KILM.

Working poor
The working poor, defined as those working for under USD 2 a day, accounted for 7.5 percent of
Jordan’s population between 1997 and 2007. Between 1997 and 2003 13 percent of those
7
employed were working poor.
In fact, the majority (55.2 percent in 2010) of those living in poverty and of working age are in
employment. This high share can partly be explained by the widespread prevalence of low wages.
Employment still significantly reduces the likelihood of poverty; at the household level the poverty
rate was 11.1 percent for households where the head of household was employed, whereas it was
8
21 percent for households with unemployed heads.
Job creation
High rates of population growth have resulted in a labour force growth rate of about 4 to 5 percent
annually, with over 50,000 entrants to the labour market each year. The job creation rate has not
been able to keep up with this growing working-age population.
In 2009 around 180,000 Jordanians were unemployed, whereas more than 335,000 nonJordanians were working in Jordan at the same time. These numbers seem to point towards a
critical paradox in the labour market: While demand for labour is high, most job vacancies are
filled by migrant workers or remain unfilled and leave many Jordanians unemployed over long
periods of time. Despite continuous growth of GDP, of around 6.7 percent annually during recent
years, the unemployment rate has not decreased accordingly. The existence of this structural
problem implies that economic growth per se will not be sufficient to reduce the levels of
unemployment.
The recent economic growth of Jordan has largely been fuelled by unproductive sectors, such as
real estate. Other sectors that did create employment include construction and manufacturing, but
mostly require unskilled labour. These jobs were mainly filled by migrant workers, up to 63 percent
of newly created jobs between 2001 and 2007. The reason for this is that migrant and refugee
unskilled labour is generally not as costly as Jordanian unskilled labour.
7
8
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Furthermore, Jordan’s labour market has been strongly affected by the events of the Arab Spring.
Not only has the important tourism sector been hit hard in 2011, the influx of Syrian refugees has
also had a severe impact. Together with the numerous Iraqi refugees who fled to Jordan earlier,
this has put further pressure on the competition for jobs. While, it is unlikely that Jordanians will
face labour market competition from these groups in the public sector or the formal private sector,
(these are difficult to access for refugees, in particular because of legal reasons), the informal
sector, accounting for 44 percent of the employed, is likely to be impacted.
The public sector played an important and growing role in absorbing many jobseekers, especially
women. The fact that the public sector offers greater job security and fewer working hours explains
the preference of Jordanians for this sector. In 2002 the private sector employed 10.8 percent more
workers than the public sector, by 2012 the difference had narrowed to just 1.11 percent. Still, the
majority of jobs created in recent years have been in the private sector. This could suggest that
workers are exiting the private sector early, either towards the public sector, or out of the labour
market altogether. However, over the last years the reduction of public employment and a quick
rate of privatisation has occurred, leading to a decline of jobs in the public sector.
The rise of Qualifying Industrial Zones (QIZs) have led to high levels of investment, but
simultaneously had devastating consequences for the employment of Jordanians. More than half of
the workers in the QIZs are migrant workers, and among the Jordanian workers the majority are
women who are paid lower wages. In order to reduce the costs of production, wages and working
conditions are being depressed in these trade zones. Migrant workers are more willing to accept
such conditions.
The need for more vocational training is being addressed by the introduction of several programs to
increase vocational training and employment in vocational jobs. For example through the ILO
apprenticeship program.
Youth unemployment
A major Decent Work issue in Jordan is youth unemployment. Part of the issue is related to
demographics; more than 70 percent of Jordan’s population is under the age of 30. Young people,
aged 15-24, are far more likely to be unemployed than older people, with almost 1 in 3 young
people (31.9 percent) out of work in 2012 (a 3.2 percentage point increase since 2009). Female
youth are particularly likely to be unemployed, with a rate of 39.3 percent in 2012, compared with
29.3 percent among young men. However, data also suggests that this gender imbalance is
improving somewhat: since the 2008 financial crisis female youth unemployment has decreased by
11.3 percentage points while male youth unemployment actually increased by 3.3 percentage
9
points.
Jordan performs, on average, relatively well on the knowledge economy pillars of education,
innovation, ICTs, and the overall economic and institutional regime as compared to countries in the
MENA region or countries at similar income level. The Jordan population is considered to be welleducated relative to other countries in the MENA region. The education system however fails to
equip students with the skills demanded in the labour market, including soft skills such as problemsolving, teamwork, and leadership. Surveys show that although Jordanian CEOs rate the quality of

9

ILO 2012 Jordan Decent Work country profile.
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the educational system higher than their peers in the MENA region, they also express the greatest
10
concern about the teaching of practical skills.
The young, mostly educated Jordanians, do not show any interest in adopting the low-skilled,
manual jobs offered by mining manufacturers or the QIZs, as these are not only not related to their
subject of study but are also low-paid, offer poor working conditions and lack social security. As the
well-educated youth aspire and are qualified for quality jobs, and these are not available (for all), an
extensive part of the labour force has moved abroad for skill intensive jobs. The investments made
in the educational system thus fail to pay off. In turn, as described above, the majority of locally
created jobs are filled by migrant workers, who face low wages, poor working conditions and no
11
social protection.
Employment status
Despite the failure to create the required quantity of (appropriate) employment opportunities, there
has been a positive development in Jordan with regards to an indicator for the quality of
employment. There has been growth in the share of wage employment; from 81.4 percent% in
2002 to 84.1 percent in 2012. Wage employment tends to provide for greater job security, access to
social security and safety at work, as compared to non-wage work.
Table 3.4 Employment by status in employment (%)
2002

2007

2012

Wage employment

81.4

84.1

84.1

Own-account workers

9.4

7.8

9.3

Employers

7.8

7.4

6.2

1

0.5

0.4

0.4

0.2

0.1

Contributing family workers
Unpaid workers

Source: ILO 2012 Jordan Decent Work country profile.

At the same time, the overall proportion of self-employed or so-called ‘own account’ workers has
fallen, as did the proportion of employers, contributing family workers and unpaid workers. For
working women in particular a reduction in economic risk is seen; in 2002 92 percent and in 2012
96 percent of working women were paid employees. All in all there has thus been a reduction of the
proportion of workers in comparably poor quality employment during the past decade.
Guaranteeing rights at work
A first indicator of the level of rights at work concerns the incidence of accidents at work. According
to data from the ILO available up to 2006, the number of fatal and non-fatal cases was at its highest
since 2001. The number of injuries fluctuated over these six years, with a rise in fatal cases up to
2003, followed by a year of decline and a further rise. The non-fatal injuries have been increasing
since a decline from 2001 to 2002.
Table 3.5 Cases of fatal and non-fatal occupational injury
2001
Fatal injuries
Non-fatal injuries

2002

2003

2004

2005

2006

35

49

70

52

63

87

13,637

11,297

12,558

12,807

13,689

15,301

Source: ILOSTAT.
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The World Bank 2013 Jordan Economic Monitor
http://www.worldbank.org/content/dam/Worldbank/document/MNA/Jordan_EM_Spring_2013.pdf.
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According to data of the national Social Security Corporation (SSC) there has been a marked
decrease of occupational injuries over the last decade, for which data are shown in Table 3.6
below.
Table 3.6 Occupational injuries: workers suffering fatal and nonfatal injuries (%)

Fatal injuries
Nonfatal injuries

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

0.018

0.021

0.018

0.016

0.017

0.018

0.011

0.012

0.011

0.008

0.009

3

2.6

2.6

2.3

2.1

1.9

1.7

1.7

1.6

1.4

1.3

Source: ILO 2012 Jordan Decent Work country profile.

It should be noted that the data above includes only those workers who are insured under the SSC
and therefore accounts for around two-thirds of the (formally) employed population. The figures are
thus likely to underestimate the true extent of occupational injuries. Especially as the informal
sector, associated with higher injury rates due to a lack of health and safety provisions, is excluded,
12
as are micro and small businesses as well as some public sectors.
There seems to exist a clear trend towards a decline in occupational injuries, which can be partly
explained by the (ongoing) improvement of the services undertaken by the labour inspectorate
since 2006.
ILO Conventions ratified by Jordan
Jordan became a member of the International Labour Organisation in 1956 and has ratified 7 of the
8 fundamental ILO conventions, excluding Convention no.87 on the Freedom of Association and
Protection of the Right to Organise. Overall Jordan has ratified 25 conventions, the latest ratification
was as recent as February 2014: Convention no.102 on Social Security (Minimum standards).
The ILO’s Committee of Experts on the Application of Conventions and Recommendations
(CEACR) has made several comments and requests on Jordan’s national legislation over the last
few years. These relate mostly to core conventions, however also to governance and technical
conventions.
In 2013 the CEACR adopted a direct request to the Jordanian government concerning the
Convention on Equal Remuneration (No.100). With regards to the study on the gender wage gap in
the education sector, mentioned above, the Committee urged the government to continue to
address the gender wage gap as well as its underlying causes. In particular in cooperation with the
social partners. Furthermore, it is unclear whether the principle of the Convention applies to all
workers and how it is ensured in practice, as some appointed groups (QIZ workers, agricultural
workers, domestic workers, gardeners and cooks) are governed by specific regulations in Jordan.
The Committee asked the government for information on the manner in which equal remuneration
for work is applied to those groups. Particular attention should be paid to domestic workers, with
regards to how it is ensured that domestic work is not undervalued due to gender stereotypes
related to domestic tasks. Also, progress and information on the application of the principle in the
public sector as well actions on the minimum wage were requested. Finally, the government is
encouraged to continue raising awareness among workers, employers and their organisations of
13
the principle of equal remuneration.
In 2013 the CEACR adopted another direct request concerning the core convention on
Discrimination (No.111). First of all an issue was signalled with regards to migrant workers:
12
13

ILO 2012 Jordan Decent Work country profile.
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3145493:NO.
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following 2012 negotiations the minimum wages were set at 190 Jordanian dinars (JOD) for
Jordanian workers, and JOD110 for migrant workers. The Committee asked the government to
provide information and take steps to address the discrimination against migrant workers in terms
and conditions of employment. Furthermore, again related to gender inequality; the Committee
asked the government for information on concrete steps taken to ensure that no stereotypical
considerations are being given to women’s suitability for certain posts in the public sector. Also, the
government was asked to further pursue the efforts to promote women’s access to training in order
to address occupational segregation and increase access to a wider range of jobs for women. With
regards to the monitoring and enforcement of the Convention, the Committee asked for information
14
on measures taken, including capacity building of judges, labour inspectors and other officials.
In 2013 the CEACR observed, as in foregoing years, that the Weekly Rest Convention (No.106) is
not ensured by Jordan’s national law. The Committee therefore asked the government to ensure
national legislation to give full effect to the Convention, and in particular ensure that the right is not
to be deferred at the worker’s or employer’s unlimited discretion, nor replaced by monetary
15
compensation.
In 2013 the CEACR adopted a direct request to the government on the Employment Policy
Convention (No.122). The Committee mainly asked the Jordan government for information; on the
deciding on and implementation of employment measures, on measures to enhance the education
16
and training system and on initiatives to increase employment opportunities for youth and women.
In 2012 the CEACR adopted a direct request to the government with regards to the Forced Labour
Convention (No.29), in particular concerning the vulnerable situation of domestic workers. Notably,
the national Regulation on domestic workers includes that workers must refrain from leaving the
house without the permission of the householder, as such seriously restricting the freedom of
movement and contributing to the vulnerability of domestic workers. The Committee required
clarification on this regulation by the government. At the same time, the Committee noted with
interest that the government had taken several measures such as campaigns to raise awareness
17
and improvements in labour inspection.
Also in 2012, the CEACR commented on the Convention on the Right to Organise and Collective
Bargaining (No.98). In earlier years the Committee, as well as the International Trade Union
Confederation (ITUC) commented on the exclusion of migrant workers, domestic workers and
certain categories of agricultural workers from the Labour Code; since 2010 they are covered by the
Labour code. However some limitations remain; the requirement that founding members of trade
unions and employers’ associations should be Jordanian nationals imposes on the right to organize
of foreign workers. The Committee therefore requested the Government to provide clarification and
take measures to amend this provision in order to fully guarantee the right of foreign workers to be
founding members and leaders of trade unions and employers’ associations. Furthermore,
clarification was required on how the revised legislation strengthens the protection of the rights of
domestic and agricultural workers and their dependents. Also, the minimum age to apply for trade
union membership is 18 years, this restricts the trade union rights of the Convention. The
government was therefore requested to ensure the right to organise is extended to minors. And
finally, taking into account the ITUC comments, the Committee requested the Government to

14
15
16
17
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http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3145503:NO.
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provide information on the legal provisions concerning the right to collective bargaining in the public
18
sector, including in the public service.
Child labour
Jordan Labour Law stipulates that the minimum age of employment is 16, while workers aged 1617 are subject to additional protective regulations such as the limitation of their employment to six
hours per day and cannot be employed without the written approval of parents or guardians.
Therefore the minimum age of employment in national legislation matches the international
standards. The minimum age for hazardous work was raised from 17 to 18 in 2004, also in
19
compliance with international standards.
There is only one comprehensive study on child labour in Jordan, conducted by the Jordanian
Department of Statistics in collaboration with ILO–IPEC, based on the 2007 Child Labour Survey
and published in 2009. It is thus difficult to comment on developments regarding child labour.
According to the report there were 33,190 children employed, accounting for 1.86 percent of the
child population. Compared to other similar countries, child labour is a relatively small problem in
Jordan.
However, of the employed children approximately 88.1 percent or 29,225 were child labourers.
Child labourers are defined as children under the minimum age for light work, children under 16
years not performing light work, and children under 18 engaged in hazardous work. The Jordanian
child labourers were classified as such mostly due to the number of hours worked and the working
conditions they faced. The study further indicated that although most of the economically active
children also went to school, the average work week was 38.6 hours. Boys worked 40.6 hours on
average, whereas girls worked 22 hours. Furthermore, child labourers generally dropped out of
education earlier than non-working children. For children aged 6-15 labour force participation rates
are considerably lower than for the 15-17 age group; 2.3 percent versus nearly 7 percent. This is
ascribed to the strong education base in Jordan, with compulsory and free education.
In 2012 the CEACR direct request related to the Minimum Age Convention (No.138) included a
recognition of the significant measures the government is taking, including the National Framework
to Combat Child Labour and the project ‘Moving towards a child labour free Jordan’ launched in
2011. The government is asked to provide information on further measures and in particular to
achieved results. It further requests the government to ensure persons found to be in breach to be
20
prosecuted and adequately penalised.
Despite legal alignment with international standards and the ILO conventions on child labour, the
enforcement of the Labour Law related to the illegal employment of children remains weak. A
particular example is the failure of labour inspectors to adequately address child labour issues,
whereas 1,459 cases of working children were detected only 81 cases were fined. The earlier
mentioned program and project on eliminating child labour focus on capacity building of labour
inspectors to coordinate and develop actions to combat child labour at national and community
21
levels.
In 2013 the CEACR observed with regards to the Worst Forms of Child Labour Convention
(No.182) that the Jordanian law is unclear in what manner both boys and girls are protected against
commercial sexual exploitation and trafficking. Another point which the Committee observed with
18
19
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satisfaction that the list of hazardous tasks for young persons has been extended in 2011. It now
22
includes types of hazards instead of jobs and as such is much more comprehensive.
Extending social protection
The Jordanian social security system is rated in the World Social Security Report (2010) as offering
“very limited statutory provision”. This rating is similar to Syria, Kuwait and Oman, however falls well
below the levels of Egypt and Iran. The system in Jordan includes (at least one) statutory
programme(s) on:


Old age;



Invalidity;



Survivors;



Employment injury;



Limited benefit in kind in the event of sickness.

Total social protection expenditure
Despite the limited coverage, Jordan’s social expenditure spending, as a percentage of GDP, has
been consistently above the average spending in the Middle East region.
Table 3.7 Total public social expenditure (as a % of GDP)
2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

Total Jordan

8.4

2.2

8.0

12.9

12.9

16.2

13.6

13.1

9.3

10.6

8.9

12.1

23

Excl. health

5.2

2.2

3.3

8.4

8.2

12.9

9.2

2.1

5.9

6.5

5.6

8.8

Total Middle East

6.6

-

-

-

-

7.6

6.5

8.8

8.7

Source: ILO 2014 Social Security Inquiry.

The ILO’s data on public social protection expenditure on benefits for children is limited to the year
2010; in that specific year the spending was 0.02 percent of GDP. Similarly for public social
protection expenditure on benefits for the working age, including general assistance was
24
0.67percent of GDP in 2010.
Share of population covered by (basic) health care provision
Coverage rates have more than doubled in the past decade, as can be seen in Table 3.8 below.
This expansion is partly due to government health reforms which has expanded coverage to include
the poor. The available data is for those compulsorily insured, rather than for total insured, thus
excluding those privately insured.
Table 3.8 Share of economically active population compulsorily covered by health insurance (%)
2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Male

28.9

31.2

31.5

33.9

36.8

38.6

41.8

42.1

44.2

48.2

49.9

Female

52.6

59.2

67.7

68.7

68.9

60.7

63.4

62.3

67.6

70.3

73.1

Source: ILO 2012 Jordan Decent Work country profile.

The coverage rate for women is substantially higher than for men. This is likely due to the large
proportion of women employed in the public sector. The Civil Health Insurance Programme (CHIP)
not only covers all public sector workers, but also their dependents, the poor, individuals aged over
25
60, the disabled, children under six and blood donors.
22
23
24

25
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Proportion of elderly above statutory pensionable age receiving an old age pension
In Jordan the statutory pensionable age is set at 60 for men and 55 for women. The effective
coverage rate in 2010, of these elderly above statutory pensionable age receiving an old age
pension, was 42.2 percent. This is higher than the average coverage rate in the Middle East, see
Table 3.9.
Table 3.9 Old age effective coverage rates, most recent year available (%)
Area

Total coverage

Middle East

29.5

World

51.5

Developing economies

44.3

Developed economies

89.1

Jordan

42.2

Egypt

32.7

Israel

73.6

Kuwait

27.3

Source: ILO 2014 social security inquiry database.

There is a tremendous difference between male and female coverage rates; 82.3% and 11.8%
respectively.
Jordan’s Social Security Corporation provides significantly lower rates, shown in Table 3.10. As in
the case of the data on occupational injuries, the data on pension also apply only to those workers
who are insured under the SSC and therefore accounts for around two-thirds of the employed
population.
Table 3.10 Share of Population (60+) benefitting from a pension (%)
2009

2010

2011

2012

Male

18.6

18.7

19.1

18.5

Female

2.9

2.9

3

3

Total

11.1

11.1

11.3

11

Source: ILO 2012 Jordan Decent Work country profile.

Occupational safety
An insurance scheme, also overseen by the SSC, is in place to protect workers against financial
vulnerability in the event of occupational injuries. Workers covered under the scheme are entitled to
compensation ranging from a disability pension for total disability to a lump sum payment for less
serious injuries. If the employee dies as a result of the work injury, beneficiaries are entitled to a
pension equivalent to 75 percent of the deceased’s wages. A large minority of workers is not
included in the SSC law, however over recent years progress has been made in expanding SSC
coverage especially to include establishments of fewer than five employees.
Workers who remain uncovered by the social security are subject to protective provisions related to
work injuries in the Labour Law, ranging from the payment of 1,200 days’ wages paid by the
employer in the event of death or total disability, to the partial payment of wages in the event of
temporary disability.
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Promoting social dialogue
It is only since 2010 that the right to collective bargaining is officially guaranteed in the Jordanian
labour law. Some labour advocacy organisations have argued that the amendments have a
detrimental impact upon workers who are not affiliated to a trade union, as it limits collective
bargaining to official trade unions and as such excludes independent trade unions. The official trade
unions cover only 5 percent of total workers.
In Jordan the right to form trade unions and employers’ associations within the limits of the law is
guaranteed by law. Workers are permitted to establish their own trade unions and employers are
prohibited from dismissing or discriminating employees based on trade union membership.
However, a Tripartite Committee now designates the sectors in which trade unions may be
established, which was formerly done by the Minister of Labour. Ever since 1976 a limited number
of 17 sectors have been appointed. This limitation denies the right to organise for workers in many
sectors. Trade union pluralism is prohibited, as only one trade union may be established per sector
and is to be recognised by the General Federation of Jordanian Trade Unions (GFJTU). The
independence of this federation is questionable, as the government subsides the staff’s wages as
well as some activities.
Rules on establishing trade unions include the requirement of 50 founding members, whereas
newly established employers’ associations need 25. These founding members have to be over 21
years old and have no criminal record. The new organisations must gain authorisation from the
Minister of Labour. Public sector workers and workers aged younger than 18 are excluded from
employers’ associations and trade unions. Non-Jordanians are allowed to join trade unions since
2010, however they cannot be founding members or run in union elections.
In 2012 there were 17 recognised trade unions in Jordan, one for each sector, and 108,330 trade
26
union members in total. The union density rate was 12.6 percent. In contrast with the 17
recognised trade unions stand the 80 employers’ organisations, including chambers of commerce
and industry and employers' associations, this number is increasing each year.27
Collective bargaining coverage
Moreover, public sector workers continue to be denied the right to bargain collectively.
The civil service regulation also considers any strike action as absent from work without an excuse;
which requires administrative punishment. Dozens of workers in the Jordan Department of
Statistics who conducted a strike demanding better working conditions were sentenced to
administrative punishment in 2012.
A more positive development is the signing of a collective bargaining agreement between two
apparel employers’ associations and Jordan’s union of garment factory workers in 2013. Over
recent years, Qualified Industrial Zones’ workers held numerous strikes to protest against labour
rights violations, low wages, and poor working and living conditions. This led to negotiations and
finally to this collective agreement, which is widely viewed as an unprecedented step forward in the
enhancement of social dialogue and industrial relations within the apparel sector. The agreement
covers all workers in the garment industry; the majority of migrant workers as well as Jordanians.

26
27
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ITUC 2012 Survey of violation of trade union rights Jordan http://survey.ituc-csi.org/Jordan.html?lang=en#tabs-2.
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The coverage of collective bargaining is limited, with just 489 agreements reached between 2002
and 2011, and an annual average of 5.8 percent of the total employed population covered by
collective agreements. As can be seen in Table 3.11 below, there has been a major increase in
coverage rate in 2011; this increase is associated with a large number of labour protests in the
same year. Also, the increase is not ascribed to a large increase in the number of collective
agreements but chiefly to an extension of the number of workers covered by the agreements.
Table 3.11 Collective agreements; total number and coverage rate

Total number of
collective agreements
Collective bargaining
coverage rate %

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

39

25

39

45

57

68

46

23

68

79

2.8

4.2

2.3

3.6

4.4

5.8

8.8

1.3

3.8

20.8

Source: ILO 2012 Jordan Decent Work country profile.

In Jordan collective agreements apply to all workers in the establishment covered by such
agreements, regardless of whether they are trade union members. Most collective agreements are
bargained at the enterprise level, with only 1 percent at the sectoral level.
Social dialogue is enabled through two main mechanisms. First of all the Economic and Social
Council, established in 2009. This council is a consultative body composed of representatives from
the private sector, labour and civil society. Its task is to facilitate dialogue between the tripartite
partners on economic and social policies. And secondly the National Tripartite Labour Committee,
which was approved in 2007 and is included in the Labour Law. The Committee addresses labour
28
disputes and other decisions, including minimum wage adjustments.

3.1.2 Gender equality
Jordan continues to have one of the world’s lowest rates of women’s participation in the
29
workforce. Finding ways to increase the current very low labour force participation rate of women
(14.1% in 2012) constitutes a core challenge for Jordan. Hardly any progress has been made with
regards to creating female employment opportunities, with the share of new jobs going to women
increasing by just 1 percentage point between 2007 and 2012 (22.5% of the new jobs in 2012 went
to women). As already described above with regards to the private education sector, a hindrance to
greater female employment, particularly in the private sector, is the widespread reluctance on the
part of employers to employ women. A further explanatory factor are the cultural norms in Jordan
which still resist female employment.
Some positive developments can nevertheless be witnessed. For example in the tourism sector,
which not that long ago was perceived as a shameful occupational sector for women, a growing
share of workers are women. There is a commitment of the government to increase women’s
30
participation in the tourism sector from 10 to 15 percent by 2015, in co-operation with UN Women.
With regards to managerial and senior employment positions, women accounted for only 22.8
percent of employees in the occupational category ‘Legislators, Senior Officials and Managers’.
Although this means that more than three times as many men as women occupy what are often the
highest paid jobs, women are in fact only slightly underrepresented in this category as they account
28
29
30

ILO 2012 Jordan Decent Work Country Profile.
US Aid Gender equality and women’s employment http://www.usaid.gov/jordan/gender-equality-womens-empowerment.
UN Women 2013 In Jordan, women travel off the beaten path to new professions
http://www.unwomen.org/en/news/stories/2013/9/jordan-tourism-and-equal-opportunity#sthash.kXal4PTF.dpuf.
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for just 24.6% of all workers across the nine major occupational categories. In addition, women’s
share of this employment group has gradually increased over recent years.
An improvement has been made in the Labour Law with regards to encouraging female
employment. The Law stipulates that women are entitled to fully-paid maternity leave of ten weeks.
Whereas previously the employer was required to pay for the maternity leave, a new maternity
leave insurance scheme is in place since 2011. Under this new scheme employers pay a
contribution of 0.75 percent of the employee’s wages, regardless of gender of the employee. The
31
scheme thus reduces the financial cost to employers of female workers.
Gender inequalities in Jordan are thus clearly visible in the labour market. The labour force
participation rate differs significantly between men and women. In 2012 16.2 percent of women
were participating in the labour market, whereas 69.2 percent of men were, leading to a low total
rate of 43.3 percent.
There has been little improvement in labour market participation rates over time, although the
female rate has increased somewhat, especially from the lowest rate of 11.6 percent in 2004.
Figure 3.4 Labour force participation rate by gender, age group 15-64 (%)

80,0
70,0
60,0
50,0
Female

40,0

Male
30,0

Total

20,0
10,0
0,0

Source: ILO KILM.

Amongst a younger cohort of the population, age 25-34, presented in Figure 3.4, the female
participation rate is substantially higher than for the total working age population; however, so is the
male participation rate. Furthermore, a large percentage participates as unemployed.

31
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ILO 2012 Jordan Decent Work country profile.
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Figure 3.5 Labour force participation rate by gender, age group 25-34 (%)

100,0
90,0
80,0
70,0
60,0
Female

50,0

Male

40,0

Total

30,0
20,0
10,0
0,0

Source: ILO KILM.

Gender wage gap
A key dimension of equal opportunity concerns the gender wage gap, which is the shortfall of the
monthly wages of female workers as expressed as a percentage of men’s wages. Overall women
earned on average 11.7 percent less than men overall in 2011, while the gender wage gap has not
decreased from the 2002 rate of 11 percent, although it has declined since the high of 15.4 percent
32
in 2005.
The wage gap is particularly pronounced in the private sector, in which it averaged at 19.5 percent
for all occupations in 2011. Moreover, women in professional occupations in the private sector
earned 42.3 percent less than men during that same year.

33

As can be seen below in Table 3.12

the gender wage gap differs markedly per economic activity.
Table 3.12 Gender wage gap per economic activity (%)
2000

2001

2002

2003

2004

1.6

7.9

4.3

7

33.8

35.4

34

34.6

14.2

7.2

8.5

15.1

2.1

11.2

C. Mining and
quarrying
D. Manufacturing
E. Electricity, gas and
water supply
F. Construction
G. Wholesale and
retail trade, repair
I. Transport, storage
and communications
J. Financial
intermediation
K. Real estate, renting
and business
L. Public
administration and
32
33

12.6

2005

2006

2007

2008

35.3

38.7

39.3

31.5

37.4

9

10.2

11.2

10.4

17.1

13.1

7.7

13.9

5.4

6.7

4.8

10

1.5

21.4

23.5

27.3

32.4

2.6

7.3

3.7

25.1

25.1

25.7

23.2

27

59.9

32.5

23.4

4.4

36.3

18.6

7.6

0

2.8

3.6

2.3

2.7

ILO 2012, Macroeconomic policies and employment in Jordan: Tackling the paradox of job-poor growth.
ILO 2012, Macroeconomic policies and employment in Jordan: Tackling the paradox of job-poor growth.
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2000

2001

2002

2003

2004

2005

2006

2007

2008

29.9

26.6

30.1

24.8

38.1

31.3

32.2

28

29.3

36.2

37.7

36.2

35

32.6

31.4

30.2

31.8

30.4

37.1

23.6

24.5

19.2

29.8

23.1

27.7

18.2

29.6

defence;
M. Education
N. Health and social
work
O. Other community,
social and personal
service activities
Source: ILOSTAT.

It should be noted that women in Jordan are on average better educated than men, making wage
discrimination based on gender even more evident. Also, the minimum wage rates have been
consistently lowest for those sectors dominated by women, for example for domestic workers.
Workers in the Qualified Industrial Zones, mainly women, were for a long time even excluded from
the national minimum wage increases in 2008 and 2011.

34

The Jordanian government has taken some initiatives to address the gender pay gap, including the
establishment of the National Steering Committee for Pay Equity (NSCPE) in 2011. This committee
focuses on reviewing legislation and collecting research concerning pay equity. A 2013 study on the
education sector, by the NSCPE and the ILO, found that female teachers working in private schools
earn 41.6 percent less than their male counterparts, while the pay gap falls to 23.1 percent at the
university level. Besides insufficient legal provisions for equal pay, the study identifies multiple
cultural as well as economic factors. Furthermore, men are considered the main breadwinners and
therefore entitled to higher remuneration than women, as well as benefits such as family
allowances. Women are also found to be less likely to complain about unequal treatment, which is
considered to be due to the lack of awareness of their rights and the fear of job-loss. There is
higher demand for male teachers than there is supply, whereas there is a generous labour supply
of women. And finally, women are substantially underrepresented in trade unions. To tackle the
gender wage gap problem, in the education sector as well as more broadly, the first step would be
the amendment of the law, as so far it does not explicitly bar discrimination in employment, nor
does it prescribes sanctions if any party fails to abide by the principle of pay equity.

35

3.1.3 Informal economy
According to the ILO, the term informal economy refers to ‘all economic activities by workers and
economic units that are – in law or in practice – not covered or insufficiently covered by formal
arrangements.’ These activities are not included in the law, which means the workers are either
operating outside the formal reach of the law, or they are not covered in practice, which means that
the law is not applied or not enforced.36 Within the informal economy there can be no decent work,
as the informal workers are not covered by the labour law nor are they covered in the social
protection system.
With regards to the informal economy in Jordan there is wide agreement on its importance and
substantial size, for the economy, employment and job creation. According to a labour market
survey conducted by the Ministry of Planning and International Cooperation 44 percent of
employment in Jordan is informal, with 48 percent of men and 27 percent of women being

34
35

36
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ILO 2012, Macroeconomic policies and employment in Jordan: Tackling the paradox of job-poor growth.
ILO 2013 A study on the gender pay gap in the private education sector in Jordan
http://www.ilo.org/wcmsp5/groups/public/---arabstates/---ro-beirut/documents/publication/wcms_230673.pdf.
http://www.ilo.int/global/topics/employment-promotion/informal-economy/lang--en/index.htm.
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informally unemployed, in 2010.37 The informal economy appears to be growing at a faster rate
than the normal economy, this is partly thought to be because of reluctance of firms to register as
formal enterprises. Reasons for this are high taxation for businesses and the lack of government
support to businesses. Informal work is concentrated in small businesses, with less than five
employees, which account for the majority of Jordanian businesses.38

3.2

Scope for the role of the DCFTA and potential impacts on decent work and
equality
It is challenging to identify potential impacts of the DCFTA on decent work and equality in Jordan.
Based on the outcomes of the CGE model and the qualitative account of the existing social
situation it is possible to identify neutral to positive impact of the DCFTA.

3.2.1 Trade liberalization and the informal economy
The link between trade liberalization and the informal economy has been studied quite extensively,
however without a conclusive outcome. As shares of informal employment have been quite
persistent across countries, while trade has increased intensively during recent decades, it appears
that trade alone will not lead to a decrease in informal employment. The relation between trade
liberalization and the informal economy is in fact complex and context-specific. Country-specific
characteristics such as labour market institutions, labour market rigidity, capital mobility, level of
economic development, heterogeneity of the informal workforce and trade composition all seem to
matter. Different methodologies and measures of informality used across studies also account for
some of the diverging outcomes of the research on the link between trade and the informal
economy. 39
A first category of studies find trade liberalization can lead to an increase in the size of the informal
economy, mostly ascribed to trade pushing formal firms to cut production costs and outsource to
the informal economy. A second category emphasizes the positive aspects that trade liberalization
can lead to, such as capital mobility, the formalisation of credit as well as the upgrading of skills,
which can make the informal economy benefit from trade and increase formalization. Labour
markets that can facilitate the adjustment processes, low administrative barriers and forms of
regional trade integration can support this formalisation of the informal economy. 40 A further
category of studies finds no, or a negligible, relation between trade and the informal economy at
all.41 And finally, some studies find an increase in overall employment, including an increase in
informal employment. It is argued that this latter increase is due to the entrance of formerly inactive
individuals. As formalization is associated with high costs, entry into the formal sector would be too
costly for inactive persons. The shift from informal to formal employment within the same industry
are associated with lower costs, which points towards the possibility of informal employment as a
stepping stone to formal employment. Active measures should be taken to ensure the informal
economy decreases; informal workers should be enabled to take up jobs in the formal sector and

37

38
39

40

41

UNDP 2012 The Panoramic Study of The Informal Economy In Jordan, http://irckhf.org/en/haqqi/research/panoramicstudy-informal-economy-jordan.
ILO 2013 Jordan Decent Work Country Profile.
OECD 2013 A Literature Review on Trade and Informal Labour Markets in Developing Countries http://www.oecdilibrary.org/docserver/download/5kg3nh4xwxr0.pdf?expires=1398692618&id=id&accname=guest&checksum=22C39760A
21EC50AAE39290E9AD94712.
Sinha 2011 Trade and the Informal economy in Jansen, M., Peters, R., Salazar-Xirinachs, J. (2011). “Trade and
Employment: From Myths to Facts”, EC and ILO.
Koujianou Goldberg, P., & Pavcnik, N. (2003). “The response of the informal sector to trade liberalization”, Journal of
Development Economics, 72(2), 463-496.
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firms in the informal sector should get access to capital, to encourage the formalization of informal
activities.42
Possible implications of DCFTA on the informal economy
An increase and liberalization of trade could have a formalizing effect and as such lead to an
improvement and increase in decent work. However, as described above, the impact of trade on
the informal economy is complex and depends on several country-specific characteristics. The
labour market in Jordan is characterized not only by substantial informal employment but also a
high percentage of inactivity among the working age population. Trade might lead to the activation
of these inactive individuals, likely into informal employment, leading to an initial rise of informal
employment. With the prospect of increasing formal activities the long-term perspective could be an
increase in formal employment and a decrease of the informal economy. However, measures need
to be in place to ensure this transition to formal employment.
Another important characteristic of Jordan’s labour market is the mismatch between education and
required skills. The DCFTA might lead to an increase in jobs which require the high skills that young
Jordanians possess. Furthermore, the trade agreement could lead to an increase in large firms, or
an up scaling of small firms, in which formal employment tends to be the norm.
In Jordan there is informal employment in formal firms in the export industries in free-trade zones,
which take an important place in the economy; this informal employment involves sub-contracting of
home-based workers or outworkers, particularly in the textiles-garment or electronic appliances
industries. 43 The DCFTA could be expected to increase such practices if no measures are taken to
prevent or manage this.

3.2.2 Job Creation
The CGE model is not able to predict changes in overall employment. The model assumes a fixed
level of employment, consequently allowing only wages to change, whereas a significant shock in
the labour market in reality is likely to result partly in a change in employment and partly in a
change in wages. This combined effect is thus only captured with wage changes in the model.
Wage changes in the short run in Jordan are estimated to be positive for all employee skill levels.
For all three skill levels the DCFTA effect is positive and comparable in size, namely between 2
percent and 3 percent. Because there is still a relatively high level of unemployment (and therefore
a relative large pressure from the supply of labour) in Jordan, it is likely that the 2.7 percent average
expected increase in wages is in reality lower and part of the positive effect will result in an increase
in employment (i.e. job creation).
At sectoral level, the employment effect is taken into account in the CGE modelling using the
concept of labour displacement. This concept refers to the inter-sector labour movement, assuming
a fixed employment at national level. These results are discussed in chapter 2. However, the
predicted shifts between sectors for each of the three skill level rest on the assumption of free
labour mobility; in reality there might be obstacles to moving from one sector to another, due to a
gap in type of skills of the employees and the skills required. For example, most agricultural and
food sectors show a relative decrease in employment for all skill levels, indicating that a share of
the workers from these sectors are expected to move to employment in other sectors like
42

43
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Arias, J., Artuc, E., Lederman, D., Rojas, D. (2013): “Trade, Informal Employment and Labour Adjustment Costs”. World
Bank Policy Research Working Paper 6614.
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industries, such as transport or services. This would require the facilitation of active skill adaptation
of the employees moving from sector to sector.
Sectors with a relative large size and with a relative significant growth of employment are
Chemicals, rubber, plastics, Metals and Services. With sufficient skills adaptation, a movement of
workers from the agricultural and food sectors to these sectors could be facilitated. Especially for
low skilled wages, the DCFTA induced labour displacement is relatively large, with the sector
chemicals, rubber and plastic as one of the largest sector in terms of employment as well as the
growth of employment.

3.2.3 Rights at work
For certain sectors subject to the current negotiations, the DCFTA will force Jordan’s producers to
comply with the EU product and production regulations. While some of these standards relate to the
quality of products, others also directly affect working conditions (e.g. restrictions on use of
dangerous chemical substances).
In addition, the DCFTA may encourage improvement of labour standards thus complementing the
cooperation in the social field as established in the Association Agreement and in the new
European Neighbourhood Policy Action Plan for the years 2013-2017. Some pressure to improve
labour standards may also arise from EU-based companies that intend to do business with Jordan’s
companies.

3.2.4 Social security
In the area of social protection, potential impacts from the DCFTA will be very indirect. The
coverage of social protection schemes may be expanded because of an increase in incomes and a
corresponding change in societal preferences. The higher average living standards resulting from
the DCFTA may lead to increased demand for more social security provided by a more efficient and
broader social security system. The DCFTA impact on social protection may also be linked with
potential impacts that the agreement may have on the existence and size of the informal economy
and either its increase or decrease.
The Association Agreement between the EU and Jordan refers to social cooperation on improving
the social security system. The precise content of this cooperation however remains unspecified.
Given the rudimentary character of Jordan’s current social security system, cooperation in this field
unlikely leads to rapid expansion of the system.

3.2.5 Social dialogue
Social dialogue is only to a limited extent developed in Jordan. Labour law guarantees the right of
collective bargaining only since 2010. In addition, the number of independent trade unions in
Jordan is also limited. It is therefore unlikely that social dialogue functions as catalyst for the
development of decent work in Jordan. However, it may very well be the case that societal interest
in stronger engagement of the social partners in the design of employment and social policies,
societal reform processes, in legislative proposals, in assessing impacts resulting from trade policy
and dialogue about restructuring and flanking measures gradually increases as a result of higher
economic growth, higher average living standards. Yet, the strength of these impacts is probably
small and social dialogue continues to be influenced by factors not related to the DCFTA.
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3.3

Analysis of welfare: poverty and inequality effects of the DCFTA

3.3.1 Introduction
The CGE modelling results include an overall welfare impact indicator, the equivalent variation. This
indicator measures the monetary welfare impact of a macroeconomic shock. The average welfare
for Jordan is expected to increase due to the DCFTA by 1.7 percent in the short run, and even
further to 2.8 percent in the long run. Important drivers behind welfare changes are changes in
income and in expenditures. A higher income increases welfare through the increase of spending
capacity, in turn improving purchasing power; lower prices increase welfare because of lower costs
of consumption, in turn also improving purchasing power. In line with the positive equivalent
variation, the DCFTA is expected to result in an increase in wages and a decrease of consumer
prices. Table 3.13 shows an overview of these effects for Jordan.
Table 3.13 CGE estimated welfare effects for Jordan.
Variable
Equivalent variation
Income –
Average wage change
Expenditures –
average consumer price change

Short run

Long run

+ 1.7%

+ 2.8%

+ 2.1%

+ 2.7%

- 0.7%

- 0.5%

Despite the clear indication of overall gains in terms of welfare, the CGE model cannot indicate
whether the impact differs across various income groups and thus what the impact will be on the
incidence and depth of poverty. Price and wage changes predicted by the CGE model affect
households differently because of differences in consumption baskets and sources of income
across households.
To analyse these social effects in more detail, we supplement the CGE results with information on
expenditure levels and distribution across product group at the individual or household level from
the 2010 Jordan Household Expenditure and Income Survey.

3.3.2 Approach and assumptions
In line with the abovementioned welfare impacts, we identify the following channels through which
the DCFTA affects individual and household welfare levels:
1. Changes in purchasing power as a result of changed consumption prices. This reflects the
household as a consumption unit;
2. Changes in cash income as a result of changes in wages. This reflects household supply on the
labour market.
The way we incorporate these two channels in the impact on welfare is determined by the
information available from the household survey data:
1. The welfare impact of the price effect on consumption is analysed. We have matched the
sectors of the CGE model analysis to the 12 aggregate sectors in the household survey to
address price changes and their impacts on welfare;
2. The welfare impact of the wage effect on consumption is analysed. The wage income of each
household is linked to the average wage changes within the country. A distinction of wage
changes using skill levels has not been carried out, because the household data lists wage
income for the household, which allows for wage income from different household members
with a job with different skill levels. Households without data on wage income are treated as
having no wage income effect.
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The welfare measure that we use is based on a translation of price and wage effects into a
monetary value. The overall effect on welfare can thus be interpreted as an equivalent variation in
income levels, but now at a more detailed level. This allows us to analyse the impact of the DCFTA
in terms of changes in disposable income of households. The outcomes of the analysis is a change
in disposable income as a result of the income and expenditure effect. The new disposable
incomes in the hypothetical situation after the introduction of a DCFTA are then used to recalculate
the number of people living below the poverty line as well as some inequality measures. The social
indicators used in the analysis include:

 Poverty headcounts, to measure the incidence of poverty both in absolute and relative terms;
 Dispersion of poverty, to address the incidence of population being just below or above the
poverty line;

 Poverty gap, to reflect the depth of poverty for those that are below the poverty line;
 The GINI coefficient that provides a measure of income inequality;
 The decile dispersion ratio to reflect the impact on income inequality between the 10% richest
and 10% poorest households.
Poverty headcounts are provided separately for specific groups of the population in terms of sex,
age, education level and geographical region. In our calculations, we use expenditure and income
data presented at the household level. We have extrapolated these data to individual person
expenditures and income such that we can analyse poverty indicators according to the person-level
breakdown characteristics. To take into account scale economy effects within the households, the
OECD equivalence scale has been used in this extrapolation.

3.3.3 Quantitative analysis of social effects of the DCFTA
Impact on disposable income
Average disposable income at household level is estimated to increase by 2.0 percent as a result of
the DCFTA-induced income and expenditure effect. This is in line with the overall found positive
effects of higher wages and lower prices.
Historical trends and general quantitative context
The growth of the economy (GDP change) has been continuously positive between 2003-2012, with an
average of 5.8 percent. In this period the growth rate did decline from 2010 onwards; whereas the average
growth rate between 2003-2009 is 7.1 percent, this is 2.1 percent for 2010-2012.
44

45

From 1992 onwards the number of people living in poverty declined steadily. Regarding inequality , the
GINI index has been declining from 39 in 2003 to 31 in 2010.

Impact on poverty
Table 3.14 provides an overview of the overall impact of the DCFTA for a selection of poverty and
inequality indicators. The impact is presented for the combined price and wage effects as far as we
could explicitly analyse these on the basis of the available household survey data. The table
furthermore includes the social indicators when only incorporating the expenditure effect or the
wage income effect on disposable incomes. As such, we generate a range of effects to address
potential sensitivity of the outcomes to the assumptions that we need to make. This ensures careful
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Based on World Bank Indicators. A poverty line of 1.25 dollar (PPP) is used due to a lack of historical data for the national
poverty line.
Numbers are based on KILM (ILO Key Indicators of the Labour Market) data. Our 2010 numbers are roughly similar to the
KILM data.
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interpretation of the findings given the limitations to our analysis, which relies on assumptions
regarding, for example, wage effects.
Absolute poverty line
Poverty incidence can be expressed in terms of the poverty rate. The absolute poverty rate used is
the percentage of population with income or expenditure levels below the poverty line of JD 814
(USD 1,146)46. For Jordan this is around 11.9 percent of the population in the baseline. As a result
of the DCFTA, in the short run this is slightly reduced to 11.0 percent. In the long run, the share of
people living under the poverty line is 11.2 percent. Even though both the expenditure effect and
the wage effects individually increase welfare, effects are relatively small. Overall poverty levels
thus decrease slightly in both the short and the long run.
The sensitivity of these findings to the definition of the poverty line used can be checked using the
dispersion of poverty incidence between 80 - 120 percent of the poverty line. The table shows that
around 6 percent of the population is living with a disposable income between 80 and 100 percent
of the poverty line and another 6 percent between 100 and 120 percent. For both the lower and
higher poverty line, short and long run poverty follows a similar trend as observed with the used
absolute poverty line. Results are thus robust in terms of the level of the poverty line.
Relative poverty line
The relative poverty also remains almost unchanged after the DCFTA with a slight tendency to
increase. This indicator reflects differences in income distribution and poverty at the same time, as
the poverty line is defined as 50 percent of the median income. The median disposable income
itself changes due to the DCFTA.
Depth of poverty
Next to the incidence of poverty (i.e. the number of people living in poverty), the depth of poverty
(i.e. the severity of the poverty) is an important indicator, measured by the poverty gap. The poverty
gap tells how far the income or expenditures of the poor falls below the poverty line on average.
The results show that the disposable income level of the average poor person is 25.2 percent below
the poverty line. This figure is expected to slightly go down due to the DCFTA to a total of 24.4
percent. The findings thus indicate that next to the decreasing number of people living below the
poverty line in the long run, on average, the poor people remaining in poverty are less poor,
although effects are small. The squared poverty is a poverty gap where the very poor are given
more weight in the poverty gap calculations. As with the un-weighted poverty gap, the squared
poverty gap decreases slightly. The combined decrease in number of poor people and the
decrease of squared poverty gap indicates that the very poor are also getting less poor.
Impact on inequality
Regarding inequality between income groups, two indicators are used: the GINI index as a general
inequality measurement and the decile dispersion ratio, which measures the relative difference
between the income of the upper 10 percent and the lower 10 percent of the population. In Jordan,
the difference between the two most opposite income groups in terms of average income is a
multiplication factor of more than 12. The average disposable income of the bottom 10 percent of
the households increases with 2.8 percent, whereas this is 0.1 percent for the top 10 percent. This
also shows in the slight decrease of the decile dispersion ratio form 12.7 to 12.4. The difference
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This poverty line is based on the poverty line used in the Jordan Poverty Reduction Strategy - Final Report (2013). This
report uses statistics from the same Expenditure and income survey used in this report. The reported share of population
living below the poverty line is 14.4%, which is slightly higher than the found 11.9% in this report. This differences are most
likely due to likely differences in model assumptions, such as the used equivalence scale.
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between income groups in terms of total DCFTA social effect is thus in favour of the lowest income
group, although effects are small.
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Table 3.14 Social indicators: baseline and DCFTA effects
Baseline

Short run

Short run

Short run

Long run

Long run

Long run

Expenditure

Wage

Total

Expenditure

Wage

Total

effect

effect

effect

effect

effect

effect

Poverty rate
Absolute poverty line

11.9

11.2

11.6

11.0

11.5

11.6

11.2

Relative poverty line

14.8

14.3

14.8

14.2

14.5

14.7

14.3

Poverty gap

25.2

24.3

25.2

24.2

24.4

25.1

24.4

Poverty gap squared

0.095

0.089

0.095

0.089

0.090

0.095

0.090

Inequality indicators
Decile dispersion ratio (at household level)

12.7

12.3

12.4

Gini coefficient

0.40

0.40

0.40

Dispersion of poverty headcount around poverty line
80% of the absolute line

6.4

5.8

6.4

5.7

6.0

6.3

5.8

120% of the absolute line

18.2

17.0

17.8

16.3

17.3

17.6

16.6

80% of the relative line

8.2

7.9

8.3

7.9

8.0

8.3

7.9

120% of the relative line

23.5

23.3

23.8

23.1

23.0

23.8

23.5

Male

11.5

10.7

11.2

10.4

11.0

11.2

10.6

Female

12.7

12.1

12.4

11.8

12.3

12.4

12.0

16.8

16.2

16.5

15.9

16.6

16.5

16.1

15-24

9.9

8.9

9.6

8.8

9.1

9.6

8.9

25-44

10.5

9.8

10.2

9.6

10.1

10.1

9.8

45-64

7.6

6.8

7.3

6.8

7.0

7.3

6.8

65+

5.4

5.0

5.3

4.9

5.1

5.3

4.9

Poverty headcount by sex (absolute poverty)

Poverty headcount by age (absolute poverty)
0-14
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Baseline

Short run

Short run

Short run

Long run

Long run

Long run

Expenditure

Wage

Total

Expenditure

Wage

Total

effect

effect

effect

effect

effect

effect

Poverty headcount by education (absolute poverty)
None

16.5

15.6

16.1

15.4

16.1

16.1

15.6

Primary school

15.3

14.4

15.2

14.2

14.7

15.1

14.3

Secondary school (also lower and post)

8.3

7.7

8.0

7.5

7.8

8.0

7.6

University

2.6

2.4

2.4

2.3

2.5

2.3

2.3

Urban

11.3

10.3

11.3

10.1

10.4

11.3

10.2

Rural

12.0

11.4

11.7

11.2

11.7

11.7

11.4

Poverty headcount by place of residence (absolute
poverty)
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Impact on vulnerable groups and channels of impact
Table 3.14 shows the poverty headcount effects for different sub-groups of the population. Subgroups of the population with a high share of people in poverty are:

 Young children. Children between 0-14 have a higher change of living in poverty. This results is
common because children in this age do not contribute (much) to the household income,
consequently relying on the income of those households members that do generate some;

 Educational background level. People with a higher educational level are likely to be less poor.
These differences are common due to the better position on the labour market for highly
educated and the correlation between the wealth of one’s family and the educational level
attained (due to the financial burden of completing education);

 Women. Although differences are small, more women live in poverty than men, respectively
12.7 and 11.5 percent;

 Rural area. With only 5 percent arable land, even in rural areas many households have
difficulties growing enough food for feeding themselves and selling food for income.
Furthermore, the access to capital to invest in agriculture is limited47.
Table 3.14 shows that the abovementioned vulnerable groups are not affected by the DCFTA very
differently than other groups. As with income groups, all sub-groups show a slight decrease in
poverty.
Food security
Regarding the expenditure effect, we can distinguish between food expenditure and non-food
expenditure. The share of spending on food tends to be high for poorer households. Especially for
households with a substantial poverty depth, food insecurity is an important risk. The World Food
Programme found that food prices in Jordan have been rising steadily as a result of lower food
subsidies and rising World food prices, putting pressure on food security48. Between 34 percent and
46 percent of the households in Jordan can be considered food insecure as they cannot always
afford three meals a day49. The effect of the DCFTA on most food prices is relatively small and has,
on average,50 a price decreasing effect. The agreement can therefore to some extend serve to
offset the trend of increasing food prices in Jordan.
Refugees
In a study on poverty in Jordan, the UNDP found that the perceived risks (perceptions about
shocks, quality and access) of households in poor regions is relatively low. This can partly be
explained by the strong formal social security and health insurance institutional setting and the
strong informal social network established in more isolated areas.51 However, the data used in the
above poverty analysis are from 2010 and the large inflow of Syrian refugees in Jordan since then
has put additional pressure on these institutions as well as on employment opportunities.
The approximately 500,000 Syrian refugees currently based in Jordan52 are mostly from town,
villages and rural areas, settling in Jorden in refugees camps, but also in existing communities.
Jordan facilitates free or heavily subsidized access to public education and health care for these
refugees. This however puts additional pressure on local communities. Furthermore, many areas
47
48
49

50
51

52
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IFAD (2007). Enabling the rural poor to overcome poverty in Jordan.
WFP (2013). Syrian Refugees and Food Insecurity in Iraq, Jordan and Turkey.
UNDP, Jordan Department of Statistics, Ministry of planning and international cooperation. (2012) Thinking differently
about the poor: Findings from Poverty pockets Survey in Jordan.
Based on value added per sector.
UNDP, Jordan Department of Statistics, Ministry of planning and international cooperation. (2012) Thinking differently
about the poor: Findings from Poverty pockets Survey in Jordan.
Estimate based on September 2013 numbers. See: Davis, R. Taylor, S. (2013) Syrian Refugees in Jordan and Lebanon: A
Snapshot form Summer 2013.
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show an increase in rental prices and increasing competition on the labour market. The latter
results in more unskilled and underpaid informal employment. The likely positive labour market
effects, if facilitated sufficiently, can support the creation of more formal (decent work) employment.

3.4

Human rights analysis

3.4.1 Introduction
Based on the guidelines for the external policy stated in the EC Communication of 19 October
2010, ‘Strategy for the effective implementation of the Charter of Fundamental Rights by the
European Union’53 the DCFTA between the EU and Jordan needs to take into account the impact
of the effects of this agreement on the human rights. Since the DCFTA is having a substantial
impact on Jordan and only a marginal impact on the EU, the human rights analysis will focus on the
Jordanian side.
The methodology of our analysis is based on the guidelines set out in the EC Communication
‘Operational Guidance on Fundamental Rights in Commission Impact Assessments’;54 ‘Guiding
principles on human rights impact assessments of trade and investment agreements’
communicated in the Report of the Special Rapporteur on the right to food, Olivier de Schutter, from
19 December 2011;55 research work carried out by Simon Walker;56 and our experience in the
analysis of the impact on human rights of previous TSIAs.57 Our approach consists of three steps
that are closely aligned with the TSIA approach of the DG Trade Handbook (2006)58 and that are in
line with the EU’s Impact Assessments guidelines:

 Step 1: Present a concise overview of the HR landscape in Jordan;
 Step 2: Pre-select the HR elements that are most likely affected by the DCFTA;
 Step 3: Based on the policy (modelling) scenarios and additional analysis, look at the potential
impacts of the DCFTA on the stylised HR aspects.

3.4.2 Step 1: Overview of the Human rights landscape in Jordan
The Hashemite Kingdom of Jordan is a constitutional monarchy with King Abdullah II bin Hussein
as the head of state. The Jordanian Parliament consists of the House of Notables who are
appointed by the King and a lower house who are elected by universal suffrage. The 2013 UNDP
Human Development Index ranks Jordan 100 out of 187 states, which characterises it as having
medium level of human development.59 Freedom House, an independent watchdog organisation
dedicated to the expansion of freedom around the world, in its 2014 report, ranks Jordan as a ‘not
53

54

55

56
57

58

59

EC Communication ‘Strategy for the effective implementation of the Charter of Fundamental Rights by the European
Union’, COM (2010) 573 final, available at: http://ec.europa.eu/justice/news/intro/doc/com_2010_573_en.pdf [accessed 3
February 2014].
SEC (2011) 567 final, available at: http://ec.europa.eu/governance/impact/key_docs/docs/sec_2011_0567_en.pdf
[accessed 3 February 2014].
United Nations, ‘Report of the Special Rapporteur on the Right to Food, Olivier de Schutter: Guiding Principles on Human
Rights Impact Assessments of Trade and Investment Agreements’, 19 December 2011, S/HRC/19/59/Add.5, available at:
http://www.ohchr.org/Documents/HRBodies/HRCouncil/RegularSession/Session19/A-HRC-19-59-Add5_en.pdf [accessed
3 February 2014].
Walker, S. (2009). The Future of Human Rights Impact Assessments of Trade Agreements, Intersentia.
See human rights sections in Ecorys (2013), ‘Trade Sustainability Impact Assessment of the DCFTA between the EU and
Morocco’, Ecorys (2013), ‘Trade Sustainability Impact Assessment of the DCFTA between the EU and Tunisia’, Ecorys
(2013), ‘Trade Sustainability Impact Assessment of the DCFTA between the EU and Armenia’, Ecorys (2012), ‘Trade
Sustainability Impact Assessment of the DCFTA between the EU and Moldova’, Ecorys (2012), ‘Trade Sustainability
Impact Assessment of the DCFTA between the EU and Georgia’.
EC (2006). Handbook for Trade Sustainability Impact Assessment, External Trade, available at:
http://trade.ec.europa.eu/doclib/docs/2006/march/tradoc_127974.pdf [accessed 3 February 2014].
UNDP, 2013 Human Development Report, The Rise of the South Human Progress in a Diverse World, p.145, available at:
http://hdr.undp.org/sites/default/files/reports/14/hdr2013_en_complete.pdf [accessed 3 February 2014].
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free’ state. This is the same classification as Freedom House gave in 2013.60 The 2013 Corruption
Perceptions Index surveyed by Transparency International ranks Jordan 66th out of 177 countries.61
Jordan ratified seven out of the nine core International Human Rights Treaties.62 Some of the
treaties were ratified with reservations (CEDAW, CRC) and very few of the optional protocols to the
treaties have been signed and ratified (see Table 3.15 of ratifications below). Seven out of eight
fundamental ILO Conventions have been ratified by Jordan (see more in the Social analysis
section).63
Table 3.15 Ratifications of the core International Human rights treaties64
International Human Rights Treaty

Signature

International Convention on the Elimination of All Forms of Racial

Ratification
30 May 1974a

Discrimination (ICERD)
International Covenant on Civil and Political Rights (ICCPR)

30 Jun 1972

28 May 1975

International Covenant on Economic, Social and Cultural Rights (ICESCR)

30 Jun 1972

28 May 1975

Convention on the Elimination of All Forms of Discrimination against

3 Dec 1980

1 Jul 1992

Women (CEDAW)
Convention against Torture and Other Cruel, Inhuman or Degrading

13 Nov 1991a

Treatment or Punishment (CAT)
Convention on the Rights of the Child (CRC)

29 Aug 1990

International Convention on the Protection of the Rights of All Migrant

Not signed

24 May 1991

Workers and Members of Their Families (ICRMW)
International Convention for the Protection of All Persons from Enforced

Not signed

Disappearance (CPED)
Convention on the Rights of Persons with Disabilities (CRPD)

30 Mar 2007

Optional Protocol to the International Covenant on Economic, Social and

Not signed

31 Mar 2008

Cultural Rights (ICSECR-OP)
Optional Protocol to the International Covenant on Civil and Political

Not signed

Rights (ICCPR- OP1)
Second Optional Protocol to the International Covenant on Civil and

Not signed

Political Rights, aiming at the abolition of the death penalty (ICCPR-OP2)
Optional Protocol to the International Convention on the Elimination of All

Not signed

Forms of Discrimination against Women (OP-CEDAW)
Optional Protocol to the Convention on the Rights of the Child on the

6 Sep 2000

23 May 2007

6 Sep 2000

4 Dec 2006

involvement of children in armed conflict (OP-CRC-AC)
Optional Protocol to the Convention on the Rights of the Child on the sale
of children, child prostitution and child pornography (OP-CRC-SC)
Optional Protocol to the Convention against Torture and Other Cruel,

Not signed

Inhuman or Degrading Treatment or Punishment (OP-CAT)
Optional Protocol to the Convention on the Rights of Persons with
60

61

62

63

64

70

30 Mar 2007

The scores on freedom rating counted to 5.5, civil liberties – 5, political rights – 6, (both in 2014 and 2013 reports) based
on the scale where 1 is best and 7 is worst. See full reports: Freedom House, Freedom in the World 2014 - Jordan, 23
January 2014, available at: http://freedomhouse.org/sites/default/files/FIW2014%20Booklet.pdf [accessed 3 February
2014] and Freedom House, Freedom in the World 2013 - Jordan, 23 April 2013, available at:
http://www.refworld.org/docid/5180c904a.html [accessed 9 February 2014].
Transparency International, Corruption Perceptions Index 2013, available at: http://www.transparency.org/cpi2013/results
[accessed 3 February 2014].
That is all, except the International Convention for the Protection of All Persons from Enforced Disappearance and the
International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families.
International Labour Organisation, Country ratification profile – Jordan, available at:
http://www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:103201 [accessed 9 February
2014].
As of 3 February 2014, in line with the data provided by the UN database on ratification, available at:
https://treaties.un.org/Pages/Treaties.aspx?id=4 [accessed 3 February 2014].
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International Human Rights Treaty

Signature

Ratification

Disabilities (OP-CRPD)

Jordan has been open to international cooperation in terms of promoting human rights and the rule
of law. Jordan has been actively cooperating with the UN organisations. The government is making
progress in improving its human rights record by incorporating the international human rights
standards into national legislation. Various programs that concern different human rights are active
in Jordan. Moreover, within the European Neighbourhood and Partnership Instrument (ENPI)
programme Jordan cooperates with the EU with respect to human rights and democracy.65 66 67
Jordan signed the Association Agreement (AA) with the EU in 2002.68 ILO and the Secretariat of
the Union for the Mediterranean signed an agreement to promote common projects concerning
business development, support of small and medium-sized enterprises, training, job creation
(especially for women and youth), water access, energy and the environment issues which will
concern many projects that will be carried out in Jordan.69
Although these developments have overall been positive regarding human rights in Jordan, there
are some serious concerns that remain with respect to use of force by police and security forces
and impunity; restrictions on freedom of expression, association and assembly.70 Efforts to combat
corruption are taken but investigations and arrests – so far – rarely lead to serious punishments.71
Police and the security forces still fall short in respecting basic human rights. Abuse and violence
as well as allegation on the practice of torture have been a concern voiced by Amnesty
International.72 In national legislation torture is treated as a misdemeanour rather than a serious
crime and is not subjected to penalties appropriate to its gravity. Torture and ill-treatment are
practiced in detention and torture allegations are seldom investigated and prosecuted, impunity
therefore remains a concern.73
The right to fair trial is upheld in general. However, there are two important challenges to this
right. First, it can be circumvented through special security court prosecutions of civilians; 74 and,
second, detention without trial has been common.75 Also fundamental life safeguards at the outset
of detention are restricted (like the right to have prompt access to a lawyer, independent medical
examination, notification of a relative, etc.).76 While the prison and detention centre conditions have

65

66

67

68

69

70

71

72

73
74
75
76

Council of the European Union, EU Annual Report on Human Rights and Democracy in the World in 2012, Country reports
- Jordan, 21 October 2013, available at: http://eeas.europa.eu/top_stories/2013/250613_eu_hr_report_2012_en.htm
[accessed 11 February 2014].
European Neighbourhood and Partnership Instrument, Jordan, National Indicative Programme 2011-2013, available at:
http://eeas.europa.eu/jordan/index_en.htm [accessed 11 February 2014].
European Neighbourhood and Partnership Instrument, Jordan, Strategy Paper 2007-2013 and National Indicative
Programme 2007-2010, available at: http://eeas.europa.eu/jordan/index_en.htm [accessed 11 February 2014].
Euro-Mediterranean Agreement establishing an Association between the European Communities and their Member States
and the Hashemite Kingdom of Jordan, available at: http://ec.europa.eu/trade/policy/countries-andregions/countries/jordan/ [accessed 10 February 2014].
Available at: http://www.ilo.org/global/about-the-ilo/activities/all/WCMS_234249/lang--en/index.htm [accessed 11 February
2014].
United States Department of State, 2012 Country Reports on Human Rights Practices – Jordan, available at:
http://www.state.gov/j/drl/rls/hrrpt/humanrightsreport/#wrapper [accessed 10 February 2014].
Human Rights Watch, World Report 2014 – Jordan, available at: http://www.hrw.org/world-report/2014/countrychapters/jordan [accessed 10 February 2014].
Amnesty International, International Annual Report 2013 – Jordan, available at:
https://www.amnesty.org/en/region/jordan/report-2012 [accessed 10 February 2014].
United Nations, CCPR/C/JOR/CO/4.
United Nations, A/HRC/19/61/Add.3.
United Nations, CCPR/C/JOR/CO/4.
United Nations, CAT/C/JOR/CO/2.
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improved, reported overcrowding, understaffing, inadequate food and health care still remain a
concern.77

Jordan exercises a de facto moratorium on capital punishment and there have been no executions
since 2006. However, this also implies that the death penalty has not been abolished and courts
are still reported to sentence people to death. 78 According to statistics provided by the Death
Penalty Worldwide database created by the Center for International Human Rights at Northwestern
University School of Law, in the period between April 2012 and February 2013, Jordanian courts
handed down death sentences to 26 people – none of which have been carried out.79
According to the Public Gathering Law of March 2011 no government permission is required to hold
a public meeting or a demonstration, however, the freedom of assembly has occasionally been
restricted by forceful dispersal of demonstrations by security forces and subsequent prosecutions of
protesters under the Penal Code of Jordan.80
The National 2008 Societies Law, amended in 2009, continues to restrict the freedom of
association and does not comply with international norms and standards.81 A 2013 case within the
ILO complaint mechanism has shown that the Jordanian government imposed unity within the trade
union movement after the Ministry of Labour decided to establish no more than one general trade
union for employees of similar occupation or working on the similar production, thereby restricting
the right of the workers to establish and join organisations of their own choosing.82
Freedom of expression is much more lenient than in other Arab countries, but it nonetheless also
has been restricted. For example, criticising or insulting the royal family, government or Islam is
criminalised.83 Amendments in the Press and Publication Law have tightened the restriction on the
freedom of expression of electronic publications by requiring website registration and carry
responsibility for the content posted on the website.84 85
Though the human rights record of Jordan is improving, the issue of human rights is a very
sensitive one. Human rights defenders can face harassment and intimidation which hinders the
operation and activities of civil society monitoring groups who look after upholding human rights.86
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United Nations, CAT/C/JOR/CO/2.
Amnesty International, International Annual Report 2013 – Jordan, available at:
https://www.amnesty.org/en/region/jordan/report-2012 [accessed 10 February 2014].
Death Penalty Worldwide database created by the Center for International Human Rights at Northwestern University
School of Law. available at: http://www.deathpenaltyworldwide.org/country-search-post.cfm?country=Jordan [accessed 9
June 2014].
Human Rights Watch, World Report 2014 – Jordan, available at: http://www.hrw.org/world-report/2014/countrychapters/jordan [accessed 10 February 2014].
United Nations, A/HRC/23/39/Add.2.
International Labour Organisation, Report in which the committee requests to be kept informed of development – Report
No 367, March 2013, Case No 2977 (Jordan), Complaint date-22 May 2012, Follow up, available at:
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:50002:0::NO::P50002_COMPLAINT_TEXT_ID:3112137 [accessed
10 February 2014].
Freedom House, Freedom in the World 2014 - Jordan, 23 January 2014, available at:
http://freedomhouse.org/sites/default/files/FIW2014%20Booklet.pdf [accessed 3 February 2014].
Amnesty International, International Annual Report 2013 – Jordan, available at:
https://www.amnesty.org/en/region/jordan/report-2012 [accessed 10 February 2014].
United Nations, CCPR/C/JOR/CO/4.
United Nations, CAT/C/JOR/CO/2.
United Nations, CCPR/C/JOR/CO/4.
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Jordan is a destination and transit country both for adults and children subjected to forced labour
and sex trafficking.88 The country has acted against these practices in adopting the Human
Trafficking Prohibition Act No.9 in 2009. Nonetheless, trafficking of women and children for sexual
purposes remains a concern.89 Migrants and refugees are the social groups that are most
vulnerable to sex trafficking.
Rights of persons with disabilities are challenged with respect to their right to work since the rate
of working persons with disabilities is low in Jordan. Women with disabilities face double
discrimination – because they are women and disabled. There is evidence of them having to
undergo compulsory or voluntary sterilisations that are not for medical reasons, their access to
education, health care, transportation is restricted.90 Children with disabilities also reportedly have
difficulty to access education.91
Jordan is actively working to amend discriminatory practices against women. However, despite of
these amendments, national legislation of Jordan remains discriminatory towards women in
matters concerning social security, inheritance, divorce, and child custody. For example, women
married to foreign husbands cannot transmit their nationality to children.92 The government of
Jordan announced in 2012 that it ‘intends to grant children of Jordanian women married to
foreigners civil rights that would enable them to enjoy the same services as citizens, but not full
citizenship...’, the final decision is expected.93 Women are also under-represented in the
government.94 Prevalence of violence against women, particularly domestic and sexual violence
remains underreported and undocumented. Though steps have been taken, domestic violence is
still not explicitly criminalised in the new Protection from Family Violence Act of 2009, and
perpetrators are not adequately prosecuted.95 ‘Honour’ crimes are punished with reduced
sentences.96 Rural women and women living in remote areas face difficulties in accessing health
and social services and cannot participate in decision-making processes at the community level.
Unemployment of women and youth remains a big challenge for Jordan; they are underrepresented
in the workforce, and receive low wages.97
According to the United Nations report (CRC/C/EGY/CO/3-4), an area for improvement for Jordan
relates to the rights of children. Especially the rights of girls and the rights of the most vulnerable
groups in society (e.g. children from poor families, children with disabilities, children of migrant
workers and refugees) are not always adhered to.98 A high number of children is engaged in
economic exploitation, including child labour which is reportedly increasing in the agricultural sector
and family businesses and many of these children become victims of sex trafficking.99 Children with
no official residence permits have no rights to education.
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United States Department of State, 2012 Country Reports on Human Rights Practices – Jordan, available at:
http://www.state.gov/j/drl/rls/hrrpt/humanrightsreport/#wrapper [accessed 10 February 2014].
United Nations, CAT/C/JOR/CO/2.
United Nations, A/HRC/20/16/Add.1.
United Nations, A/HRC/WG.6/17/JOR/2.
United Nations, CCPR/C/JOR/CO/4.
The Jordan Times, For children of foreign fathers, government offers equal rights, but not citizenship. 31 May, 2012,
available at:
http://jordantimes.com/article/For+children+of+foreign+fathers,+government+offers+equal+rights,+but+not+citizenship++48572 [accessed 9 June 2014].
United Nations, A/HRC/20/NI/6.
United Nations, CAT/C/JOR/CO/2.
United Nations, CAT/C/JOR/CO/2.
United Nations, A/HRC/20/16/Add.1.
United Nations, CRC/C/EGY/CO/3-4.
United Nations, CCPR/C/JOR/CO/4.
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Right to freedom of religion is generally respected, and Jordan ‘enjoys the reputation of a country
that practices and promotes peaceful coexistence among different religious groups.’ 100 However,
some reports show that the government has in the past impeded activities of some Muslim and
non-Muslim groups. Converting Muslims into different faiths is not allowed.101 Bahais face
difficulties in registration which means that they are not recognised as a religious community and
that impedes them from enjoying the advantages of registration under the law of immovable
property.102
According to the United Nations High Commissioner for Refugees (UNHCR) approximately 600,000
Syrians are registered as refugees in Jordan.103 There is a lot of work done on the refugee
camps104 and an additional refugee camp Azraq has been opened. However, issues remain with
respect to high level of crime and security105106 - women and girls face threats of sexual violence
and harassment. 107 The Jordanian authorities have granted Syrian refugees access to health and
education in neighbouring communities – something the country is praised for.108 86,966 Syrian
children got access to Jordanian public schools.109 However, refugees’ rights with respect to
employment reportedly remain a matter of concern - they mainly work on the low paying jobs in the
informal sectors and are vulnerable to exploitation by employers. Human Rights Watch reports that
in May 2013 Jordanian officials imposed a limit on refugee entry. 110 Palestinian refugees are
restricted in their political rights but also access to work, education, health and other rights.111
Rights of minorities
The Jordanian government is tolerant to different minority groups in the country. Main minority
groups include Palestinians, Bedouins of Jordanian origin, Iraqi refugees, Christians, Chechens and
Circassians, Armenians, Cruze, Bahaí, Kurds, Shia Muslims and Assyrians.112 The UN Special
Rapporteur on freedom of religion and belief, commends Jordan for its religious diversity and
peaceful co-existence of Christian and Muslim communities.113
Jordan is a major host country to Palestinian, Iraqi and Syrian refugees. Approximately 2 million
Palestinian refugees live on the territory of Jordan and most of them have full citizenship. Some
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United Nations, A/HRC/25/58/Add.2, p.5.
United States Department of State, 2012 Report on International Religious Freedom - Jordan, 20 May 2013, available at:
http://www.refworld.org/docid/519dd4b818.html [accessed 12 February 2014].
United Nations, A/HRC/25/58/Add.2.
UNHCR, Syria Regional Refugee Response, Inter-agency information sharing portal, available at:
http://data.unhcr.org/syrianrefugees/country.php?id=107 [accessed 9 June 2014].
UNICEF Annual Report – Jordan, p.9, available at: www.unicef.org/about/annualreport/files/Jordan_COAR_2013.pdf.
UNICEF, Syria Crisis Monthly humanitarian situation report, 20 May-12June 2014, available at:
http://reliefweb.int/report/syrian-arab-republic/syria-crisis-monthly-humanitarian-situation-report-20-may-12-june-2014.
Mercy Corps, Tapped Out: Water Scarcity and Refugee Pressures in Jordan, March 2014, p. available at;
https://www.mercycorps.org/sites/default/files/MercyCorps_TappedOut_JordanWaterReport_March204.pdf [accessed 9
June 2014].
Amnesty International, Jordan’s restrictions on refugees from Syria reveal strain on host countries, 31 October 2013, Press
Releases, available at: https://www.amnesty.org/en/news/jordan-s-restrictions-refugees-syria-reveal-strain-host-countries2013-10-31 [accessed 10 February 2014].
UNHCR, 2014 UNHCR country operations profile – Jordan, available at: http://www.unhcr.org/cgibin/texis/vtx/page?page=49e486566 [accessed 9 June 2014].
The Hashemite Kingdom of Jordan, Ministry of Planning and international Cooperation, Needs Assessment Review of the
Impact of the Syrian Crisis on Jordan, Executive summary, November 2013, available at:
http://static.squarespace.com/static/522c2552e4b0d3c39ccd1e00/t/52d56af6e4b0b3e32a8fbc7c/1389718262821/Needs%
20Assessment%20Review_Jordan.pdf [accessed 9 June 2014].
Human Rights Watch, World Report 2014 – Jordan, available at: http://www.hrw.org/world-report/2014/countrychapters/jordan [accessed 10 February 2014].
United Nations, CERD/C/JOR/CO/13-17.
World Directory of Minorities and Indigenous Peoples, Jordan Overview, available at:
http://www.minorityrights.org/?lid=4940 [accessed 9 June 2014].
UN Human Rights Council, Report of the Special Rapporteur on freedom of religion or belief, Addendum: Mission to
Jordan, 27 January 2014, A/HRC/25/58/Add.2, available at: http://www.refworld.org/docid/52fa1e214.html [accessed 9
June 2014].
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challenges to providing for protection for human rights of minorities in the state refer to the cases
when Jordanians of Palestinian origin reportedly faced withdrawal of their nationality,114 which put
them at risk of possibly being rendered stateless without rights to education, health care, property,
or residency in Jordan.115
It appears challenging for Jordan to uphold the migrants’ rights with respect to their right to work
and favourable conditions of work,116 the right to fair remuneration (cases of unpaid salaries),
confiscation of their passports and forced labour.117 Migrants are vulnerable to forced labour due to
indebtedness to recruiters, negative societal attitudes toward foreign workers, and legal
requirements that foreign workers rely on employers to renew their work and residency permits.118
A positive development was that domestic workers, agricultural workers, cooks and gardeners were
included in the Labour Code of 2008 but regulations to monitor if their rights are protected face
challenges in implementation. 119
LGBT rights continue to be restricted. This has also to do with the lack of public awareness that
HIV/AIDS does not exclusively affect the LGBT community, a widely shared belief in Jordan (and
other neighbouring countries).120
Worker’s rights have improved over the past years despite significant pressures from a difficult
macro-economic climate and civil unrest in the region. Nonetheless, women continue to participate
much less in the labour force than men, which is illustrated by the low participation rates in general.
They also face discrimination with respect to unequal remuneration for work of equal value between
men and women (ILO Convention No. 100).121 Foreign workers could face exploitative and
hazardous conditions of work, receive salaries below the minimum wage, face harassment at the
workplace and could be discriminated against with regard to social security.122 It speaks in favour of
Jordan that labour standards also apply to the informal sector. However, limitations on monitoring
mechanisms have hindered the implementation in practice.
The right to collective bargaining (ILO Convention No. 98) is not fully respected in practice due to
the legal requirement that only Jordanian nationals should be the founding members of employers’
associations and the fact that age limit on members of a union.123
Child labour laws are in place in Jordan. It remains challenging, however, to properly enforce
them.124 125 Child labour appears to be concentrated in agriculture and in larger cities in such areas
as mechanical repair, construction, hotel and restaurant industry, and in the informal sector – street
114
115
116
117
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United Nations, CAT/C/JOR/CO/2.
United Nations, CERD/C/JOR/CO/13-17.
United Nations, A/HRC/WG.6/17/JOR/2.
Human Rights Watch, World Report 2014 – Jordan, available at: http://www.hrw.org/world-report/2014/countrychapters/jordan [accessed 10 February 2014].
United Nations, CAT/C/JOR/CO/2.
Human Rights Watch, World Report 2014 – Jordan, available at: http://www.hrw.org/world-report/2014/countrychapters/jordan [accessed 10 February 2014].
United States Department of State, 2012 Country Reports on Human Rights Practices – Jordan, available at:
http://www.state.gov/j/drl/rls/hrrpt/humanrightsreport/#wrapper [accessed 10 February 2014].
United Nations, CEDAW/C/JOR/CO/5; Direct request has been filed by the ILO CEACR in 2013 but not yet available.
United Nations, A/HRC/WG.6/17/JOR/2.
ILO Observation (CEACR) – adopted 2011, published 101st ILC session (2012), Right to Organise and Collective
Bargaining Convention, 1949 (no.98) – Jordan (Ratification: 1968), available at:
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:2698984:NO [accessed 12
February 2014].
ILO Direct Request (CEACR) – adopted 2012, published 102nd ILC session (2013), Minimum Age Convention, 1973 (No.
138) – Jordan (Ratification: 1998), available at:
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3077160:NO [accessed 12
February 2014].
United Nations, CCPR/C/JOR/CO/4.
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vendors, carpenters, blacksmith, domestic workers, etc. According to the ILO, Human trafficking of
children remains a concern.126
Although amendments to the Labour Code in 2010 enlarged the scope of labour law to include
migrant domestic workers,127 their rights are still restricted with respect to the freedom of
movement (having their passports seized and confined to their employers’ homes), the right to
remuneration for work and faced physical, psychological or sexual abuse by their employers.128 The
ILO Convention No. 189 on Domestic workers has not been ratified. The ILO CEACR Observation
invoked Forced Labour Convention No. 29 in its direct request to promote protection of domestic
workers in Jordan.129
The right to education - CEDAW was concerned about the traditional image of women’s roles and
responsibilities in school books and curricula. They remain the same and therefore do not assist in
changing the disadvantaged status of women and girls in the society.130 An increasing number of
child workers raises concerns as a sign of their limited access to education.
With respect to the right to health, vulnerable groups face restricted access to health care
(persons with disabilities, poor families, population in the rural areas, particularly women and
children, refugees, migrants, minorities). Abortion is not legal which makes women seek for unsafe
and illegal abortions. Insufficient health and rehabilitation centres for victims of domestic and sexual
violence limit the right to health of the affected Jordanians. Water scarcity in the state puts the
human right to water under threat. This is an important factor for determining the right to health and
as such deserves further attention.
The right to an adequate standard of living is closely linked to the right to health and the position
of women in society. The situation regarding these rights in Jordan is discussed above.

3.4.3 Step 2: Human rights most likely to be affected by the DCFTA
In this step we analyse the human rights in Jordan that are most likely affected by the DCFTA. In
this focused analysis we do not claim that one human right is more or less important than another
(following the indivisibility principle of human rights impact assessment as put forward by
Walker),131 but we do indicate that not all human rights will be affected by the DCFTA equally.
Since the DCFTA may lead to general changes in the country and since human rights are
interconnected and intertwined with many spheres of life, the impact might be very broad and cover
some human rights that may not be directly related to the DCFTA. But this broad effect is expected
to be minimal. For example, if – as a result of the DCFTA – the budget revenues for the Jordanian
126
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ILO Observation (CEACR) – adopted 2012, published 102nd ILC session (2013), Worst Forms of Child Labour Convention,
1999 (No. 182) – Jordan (Ratification: 2000), available at:
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3078783:NO [accessed 12
February 2014] and ILO Observation (CEACR) – adopted 2012, published 102nd ILC session (2013), Worst Forms of Child
Labour Convention, 1999 (No. 182) – Jordan (Ratification: 2000), available at:
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3078780:NO [accessed 12
February 2014].
United Nations, CERD/C/JOR/CO/13-17.
United Nations, A/HRC/20/16/Add.1 para.32.
ILO Direct Request (CEACR) – adopted 2012, published 102nd ILC session (2013), Forced Labour Convention, 1930 (No.
29) – Jordan (Ratification: 1966), available at:
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3076025:NO [accessed 12
February 2014].
United Nations, CEDAW/C/JOR/CO/5.
Walker, S. (2009). The Future of Human Rights Impact Assessments of Trade Agreements, Intersentia, p.34 (see Section
on the process of the assessment that should respect human rights and that includes six main principles: 1) universality
and inalienability, 2) indivisibility; 3) independence and inter-relatedness; 4) non-discrimination and equality; 5)
participation and inclusion; 6) accountability.
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government increase (e.g. because of more tax revenues due to increased DCFTA induced
economic activity), more funds would (in theory) be available for the improvement of prison
conditions, education or health care. To avoid the total absence of this ‘broad’ factor in the analysis,
we create the element of “general human rights record” which we expect to supplement the
potential direct effects on other human rights.
In the table below we look at the different issues of the HR landscape in Jordan and link them either
to the DCFTA, or the AA, or both. For each of the abovementioned elements of the HR landscape,
including its most important sub-elements, this link is made. As said before, the general relevance
of HR for any impact assessment carried out on EU policy has been made clear by the ‘Operational
Guidance on Fundamental Rights in Commission Impact Assessments’.132 Table 3. 17 allows us to
focus on the DCFTA effects only – the goal of this study.
Table 3.16 HR landscape in relation to the DCFTA and the AA
HR issue

Relevant for

Relevant for AA

DCFTA
General human rights record (ratification of HR treaties, their

√

√

implementation in the national legislation, level of corruption)
Civil and Political human rights
Right to fair trial

√

Police abuse and violence, practice of torture and other ill-treatment

√

Impunity

√

Death penalty

√

Prison and detention centre conditions

√

Freedom of expression

√
√

Rights of the human rights defenders
Freedom of association

√

√

Freedom of assembly

√

√
√

Freedom of religion
Women’s rights

√

√

Children’s rights

√

√

Child labour

√

√

Forced labour

√

√

Rights of persons with disabilities

√

√

LGBT rights

√

√

Human trafficking

√

√

Rights of the migrants, refugees, asylum seekers and stateless

√

√

√

√

persons
Rights of the minorities
Economic, social and cultural human rights
Worker’s rights


The right to work;

√

√



The right to fair remuneration;

√

√



The right to social security;

√

√



The right to form trade unions.

√

√

Rights of the domestic workers

√

√

Right to health

√

√

132

SEC(2011) 567 final, available at: http://ec.europa.eu/governance/impact/key_docs/docs/sec_2011_0567_en.pdf
[accessed 20.11.2012].
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HR issue

Relevant for

Relevant for AA

DCFTA
Rights to education

√

√

Right to adequate standard of living

√

√

Below we present the list of human rights issues that are likely to be affected by the DCFTA and
provide the possible impact explanations.
Table 3.17 Linking relevant HR elements to the DCFTA
HR issue

The way it can be affected by the DCFTA

General human rights record

General human rights record can be affected by the DCFTA in case – for

(ratification of HR treaties,

example – the DCFTA leads to more market forces, less government

implementation of HR treaties

intervention, less potential for corruption, and more pluriform inputs from civil

in the national legislation, level

society. These could all lead to more strict focus on social human rights,

of corruption, etc.)

more funds for maintaining a human rights record (e.g. in education, health).

Freedom of assembly

Freedom of assembly can be reflected on the work of trade unions which
need to function freely and effectively after the DCFTA is put in place to
guarantee that the rights of the workers are protected.

Freedom of association

Civil society, NGOs, international organisation and their ability to operate
freely and contribute to a balanced society where various interests are
represented, is essential to ensure human rights protection in the state – civil
society should assist government in communicating/mitigating the negative
effects caused by the DCFTA and in enhancing its positive effects. Another
important element is that civil society broadens the societal base that is
involved in the DCFTA, making the DCFTA more inclusive.

Human trafficking

Social conditions stipulated in the DCFTA could help Jordan fight human
trafficking. The DCFTA could potentially provide additional enforcement
mechanism and through its effect on national income provide additional
resources for the Jordanian government to address the root causes of
trafficking. Increase in government spending on education and health care,
better social conditions, including better access to education and health care
could affect human trafficking in a downward manner.

Rights of refugees, asylum

Rights of the refugees, asylum seekers and migrant workers in the

seekers and migrants

workplace, their right to work, right to remuneration, right to social security is
directly affected by the DCFTA since its introduction their rights may be
affected to respond to opening of new markets as well as stronger
international competition.

Rights of domestic workers

Domestic workers’ rights could be affected if flanking measures are put in
place to strengthen social human rights.

Rights of persons with

The DCFTA may potentially affect the rights of the persons with disabilities

disabilities

through their right to work – in the form of work placement, but also their
rights to education and health.

Women’s rights

The DCFTA may affect the sectors of Jordanian economy that may lead to
changes in employment perspectives for women, as well as strengthening
mechanisms against exploitation.

Children’s rights

The DCFTA may strengthen mechanisms against economic exploitation of
children through conditional ratification of the relevant ILO Conventions, for
example the ILO Convention No.10 on Minimum Age (Agriculture). In
addition, the DCFTA may affect the causes for economic exploitation,
including forced labour and human trafficking – poverty, unemployment,
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HR issue

The way it can be affected by the DCFTA
inequalities.

LGBT rights

The DCFTA may affect the LGBT rights indirectly through affecting possible
discrimination at the workplace.

Right to health

The DCFTA may affect the economic sectors and their development as well
as the water infrastructure in the state both in urban and rural areas which
can be directly linked to the right of the people to safe drinking water and
sanitation. Moreover, the regulatory approximation as a part of the DCFTA
will result in the application of the EU SPS (including food safety) standards
in Jordan which will affect the health conditions. Also, budgetary
consequences of the DCFTA could affect funding availability for hospitals and
other health-related public services.

Worker’s rights (incl. the right

Worker’s rights are directly linked to the DCFTA because the right to work,

to work, right to social security,

basic safeguards of the rights to work (minimum wage, hours of work,

right to form trade unions, right

holidays, etc.) as well as the right to adequate work conditions are directly

to fair remuneration)

affected by the enhanced trade relations between the EU and Jordan. Certain
vulnerable groups like children, women, LGBT persons, migrants, refugees,
workers with temporary contracts may also be influenced by the changes that
the DCTA is bringing to Jordan. The DCFTA also affects the Jordanian
economy at sector level, likely leading to the reallocation of labour. This could
put pressure on labour and work conditions. Foreign competition in some
sectors may do the same without properly enshrined protection mechanisms.
On the other hand, more emphasis on Corporate Social Responsibility may
lead to potential improvements in labour and work conditions.

Right to education

Right to education is affected by the DCFTA through the access to education
for children, use of women workforce while many women in rural areas are
illiterate and do not fully understand their rights – their right may be abused.
Also budgetary consequences of the DCFTA could affect funding availability
for education.

Right to adequate standard of

Standard of living (which could include the degree and depth of poverty) is

living

affected by the DCTA – both in general for society as a whole and for specific
groups and regions.

3.4.4 Step 3: Potential impacts of the DCFTA on the stylised HR aspects.
Based on the policy (modelling) scenarios and additional analysis, we now turn to the potential
impacts of the DCFTA on the stylised HR aspects. To analyse the effect of the DCFTA on the
enjoyment of human rights in Jordan, we rely on the results from the modelling scenarios (CGE
modelling), results from the analysis on the social impact of the DCFTA and additional reports and
sources of information. The CGE modelling results identified the trade measures in the DCFTA that
are likely to affect the human rights situation in Jordan, as well as the economic sectors that are
involved. From the increase/decrease in growth of the certain economic sectors we can see people
from which groups will be most likely affected with respect to their human rights. Moreover, the
CGE results segregate the impact of the DCFTA on different groups of population (low skilled,
medium skilled and high skilled workers) which helps us to look at the poor and the degree to what
DCFTA can affect their human rights.
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Table 3.18 presents the potential economic and social effects of the DCFTA and how these may in
turn affect the different aspects of the human rights situation in Jordan.133 The basis of the
assessment is the Human Rights Impact Assessment methodology as developed by Simon
Walker,134 particularly, the ten categories of impact of trade agreements (in our case, DCFTA) on
human rights:

 Trade law complements human rights law;
 Trade agreements (DCFTA) promote the growth and resources necessary for the progressive
realisation of human rights;

 Trade agreements (DCFTA) can breach human right in practice;
 Trade agreements (DCFTA) can limit government capacity to promote human rights;
 Trade agreements (DCFTA) lead to a ‘race-to-the-bottom’ in human rights protection as
countries try to compete on global markets;

 Trade agreements (DCFTA) limit the use of trade measures to improve the enjoyment of human
rights abroad;

 Trade law conflicts with human rights law;
 Enforcement of trade agreements (DCFTA) is stronger than human rights enforcement which
could lead to a prioritisation of trade law over human rights law;

 Trade agreements (DCFTA) and trade institutions fail to respect the right to take part in the
conduct of public affairs;

 Trade ‘values’ (values of the DCFTA) threaten human rights ‘values’.

133

134
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According to the CGE modelling results, the effect of the DCFTA on the EU on all of the counts is minimal (on average
below 0.0 percent), we do not report the effect of the DCFTA on the EU.
Walker, S. (2009). The Future of Human Rights Impact Assessments of Trade Agreements, Intersentia, p.61.
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Table 3.18 Potential HR impacts from the EU-Jordan DCFTA
Categories of impact

Potential Human Rights effects

Significance: HR stress; direction of change compared

of DCFTA on HR

to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes

Trade law complements

The legal text of the DCFTA is not formulated yet so it is not possible to analyse its effect

Positive direction of change of the ‘DC’ element of the FTA

HR law

on HR law. However, the approach of the EU to the DCFTA is meant to serve as part of a

is expected because of the constitutional framework the EC

constitutional framework to support democracy, political stability and respect for human

employs in these negotiations/this agreement. The

rights. Alongside the trade-related provisions, inter alia, the agreement needs to take into

geographical extent runs across the country. The chance

account protection and promotion of human rights. In that sense, as long as the DCFTA

for reversibility of this change is likely to be low since it

includes the legal provisions with particular obligations concerning protection and

needs to be enshrined both in the DCFTA and in Jordanian

promotion of human rights as well as the sanction mechanism, it is expected to have a

national law.

general positive effect on human rights. This way it serves as an extra incentive for the
Jordanian government to protect human rights in their state.

In the process of negotiations before the DCFTA is signed, the EC may put forward
conditions that imply strengthening of the international human rights record of Jordan
through ratification of international/regional human rights treaties and/or ILO conventions
that are relevant for human rights but have not been ratified by Jordan before the DCFTA
is concluded. Similarly the already ratified international treaties need to be fully
implemented in the national law of Jordan. To ensure the DCFTA, the EC may propose to
strengthen implementation of human rights mechanisms in the national law, thus directly
affecting the human rights situation in Jordan.

A direct DCFTA effect is expected for labour rights. This implies that the trade provisions in
the DCFTA need to cover the above mentioned provisions related to labour regulations.
Expected effect: the exact effect is not clear as the exact legal text is not available. However potential positive effect of the DCFTA is expected if it complements human rights law in
case the conditions on the legal obligations and a sanction mechanism are included in the text of the DCFTA and can be invoked/used in practice; if the process of negotiations is
used by the EC to improve the human rights record/situation in Jordan before the DCFTA is concluded to put an extra incentive for the Jordanian government to live up its human
rights obligations; if strong monitoring is set up to see how the labour regulations in Jordan match with the ILO’s international core labour standards.

DCFTA promotes

The CGE model predicts growth in national income for Jordan (€ 283.2 million euros (1.8

In the short run – where the decrease in tariff revenues

growth and resources

percent) in the short run and 442.3 million euros (2.8 percent) in the long run). However,

dominates – growth and resources for HR are likely to be

for realisation of HR

because of the tariff reductions, government income is expected to decrease by 42.1

hampered by the DCFTA. In the long run the effect on
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Categories of impact

Potential Human Rights effects

Significance: HR stress; direction of change compared

of DCFTA on HR

to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes
million euros (0.26 percent) in the short run before it increases to 98.9 million euros (0.6

growth, national income and also economic development is

percent in the long run). This suggests that the initial negative impact is dominated by less

expected to be positive and this could possibly – but not

tariff revenue for the government because of DCFTA induced tariff reductions right after

necessarily - have a positive effect on resources available

the DCFTA has come into effect. Therefore, in the short run after the DCFTA is concluded,

for HR. It is important to note that the DCFTA induced

the government could be faced with a decline in revenues that could result in less

increase in national income may lead to more government

resources for realisation of HR, in particular less funds for health care, education, social

revenue in the form of income/corporate tax. This would

programmes for vulnerable population groups like the persons with disabilities, children,

compensate for the loss from tariff revenues and create

women, refugees, etc. For Jordan, the short-run decrease in government revenue may

more funding to spend on the realisation of human rights

also have a potentially large negative effect on the quantity and quality of facilities available

(social programmes, education, health, etc.). This is not

for the large number of refugees registered in the country (see paragraph on refugees in

certain, however, and also depends on the degree of

the baseline of the Human Rights analysis). In the long run, the quantitative analysis

efficiency of the Jordanian domestic tax system and degree

suggests that this negative effect is outweighed macro-economically by growth in

of corruption. Part of these revenues (the modelling results

economic activities and thus an increase in national income. To the degree this increase in

do not allow to make that distinction) may also end up with

national income results in income & corporate tax increases, the long run effect could be

the companies and create more economic growth and more

more positive.

jobs for the population but not necessarily funds for social
programmes and education and health care.

Further the model results show growth in total exports of Jordan (4.4 percent in the short
run and 5.3 percent in the long run) and in Jordanian exports to the EU (8.3 percent in the

The expected poverty alleviation could contribute to an

short run and 9.5 percent in the long run). The DCFTA is expected to facilitate economic

improvement of the HR picture on average – but would

development of Jordan away from agriculture and towards more manufacturing (mixed

especially accrue to persons working in other manufactures,

picture) and services, as it is shown by an expected decrease in production in the

for example. In agriculture flanking measures are needed to

agricultural sectors, in the sectors Beverages and Tobacco, Mining, Wearing Apparel,

offset potential negative HR effects that emerge from

Textiles a mixed but overall increase in production in Other Manufactures, Chemicals,

declining levels of production and declining levels of

Rubber and Plastics and an increase in Services production.

employment. Also it needs to be noted that though poverty
decreases, this decrease is relatively higher for men

Consumer prices are likely to drop, particularly by 0.7 percent in the short run and 0.5

(compared to women).

percent in the long run. While wages are likely to grow (for low skilled workers – 1.7

82

percent in the short run and 2.4 percent in the long run; for medium skilled workers – 2.5

The impact is predicted to be long-run so duration is long-

percent in the short run an 2.9 percent in the long run; for high skilled workers – 2.4

term and reversibility is low – provided appropriate national

percent in the short run and 2.8 percent in the long run). These figures suggest that the

policies and structures are developed (e.g. tax system,
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Categories of impact

Potential Human Rights effects

Significance: HR stress; direction of change compared

of DCFTA on HR

to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes
poverty is likely to drop, since prices are going down while people are earning more in real

education and health strategies and budgets, etc.).

terms However, it is important to mention that according to the figures, the wages of the
medium and high skilled workers grow faster than those of the low skilled workers, which
suggests that the income inequality is likely to increase marginally because of the DCFTA.
In fact, additional social analysis shows that there is a potential for increase in inequality
but this effect is insignificant. Furthermore, a decline in breadth and depth of poverty is
expected because of the DCFTA. From the analysis it shows that poverty is expected to
decline more in rural areas than in urban areas which from the human rights perspective
may mean no further marginalisation of the rural population, taking into account the
economic results demonstrating declining output in the agricultural sector. Both men and
women are expected to experience less poverty though male poverty is expected to
decline more which could be the effect of women’s discrimination in society and at the
workplace.
Expected effect: a negative effect of DCFTA on resources for the government for HR in the short run, but potentially a positive effect of the DCFTA on resources for the government
for HR (companies and country as a whole) in the long run

135

if – and only if – the income from higher tax revenues due to more economic activity because of the DCFTA are

expected to outweigh short term losses in tariff revenues. Disposable incomes for all strata of the population are expected to go up, reducing poverty which results in the positive
effect of the DCFTA overall. Reducing poverty may lead to less pressure on families to resort children to labour in sectors where this practice occurs at present. It is important to note,
however, that in the agricultural sectors – where a decline in output and jobs is predicted – need to be studied in more detail for potential HR effects.

DCFTA can breach HR

More international trade resulting from the DCFTA is expected to lead to growth in the

This effect depends on how the DCFTA is flanked by

in practice

national income, higher average wages, but also to more competition, which may

mitigating policy measures. For example, vulnerable groups

especially affect those domestic sectors unable to compete due to competitive

may need protection from competition or support to move

disadvantages. Since many sectors are likely to be affected by the DCFTA in terms of

into different (job) directions.

employment, this suggests that the people in some sectors will be losing their jobs and will

135

have to change qualifications to be able to find job in the other sector. Labour displacement

The geographical extent of this measure is very broad.

(movement of people between sectors) is expected to be considerable. Industries and

Competition may touch upon all sectors in society and

companies not able to compete may end up trying to ignore (and thus violate) labour

affect both internationally oriented and domestic ones.

standards and human rights to cut the costs to remain competitive. This potential effect

Market forces introduce efficiency, not only in private but

The long run is defined – as explained earlier – as the time needed for dynamic investment effects to work through the economy, while in the short-run, investments are assumed fixed.
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Categories of impact

Potential Human Rights effects

Significance: HR stress; direction of change compared

of DCFTA on HR

to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes
would have most impact on vulnerable groups in society. Although in the long run, labour
mobility and increases in labour demand may mitigate such effects

136

, those losing out

also in (semi-) public sectors, but usually at the expense of
jobs. The pull-effect on average dominates as it is shown by

from the DCFTA in the short run could remain and become further marginalised if their skill

rising wages, which implies that workers move away from

sets, age, personal circumstances or location do not allow for easy transitions to other

declining sectors to growing sectors because they can earn

sectors posing local risks to HR protection. Flanking measures needs to be taken to

higher wages in the growing sectors –according to the

mitigate this negative effect.

model. Labour mobility and absence of the informal
economy are two assumptions however, potentially giving
rise to an underestimation of HR violations.

Expected effect: for the very large majority of the population the HR situation is expected to improve as poverty is expected to fall. However this may also result in vulnerable society
groups and workers in sectors that are expected to decline – may see poverty increase. This would constitute a negative effect due to a breach in HR in practice from the DCFTA. At
the same time, reduction in poverty that is expected for the majority of the population could lead to reductions in forced and child labour.

DCFTA can limit

In the long run total government revenue is expected to increase as a result of the DCFTA

Financial potential of the government to invest in the

government capacity to

as predicted by the CGE in the growth of the national income of Jordan. Depending on the

protection and promotion of the human rights is predicted

promote HR

policy choices of the national government, this could in turn imply that there are more funds

by the CGE modelling results. However, due to the national

available for promoting human rights in the state, through e.g. investment in education and

decision making process, it is impossible to predict the

health and strengthening of the labour rights through improvement of the monitoring

direction of this change as well as its nature and magnitude.

system on compliance (in the conditions of political stability). Funds could also be used to

The geographical coverage is nation-wide.

improve the lives in the refugee camps in Western Jordan. If provisions are taken, the
DCFTA could encourage the government to promote human rights through more financial
means available and through the necessity to raise labour standards to the international
level. In the short run, as mentioned above, the government may face budgetary limitations
due to the loss in the tariff reduction as a result of the DCFTA which may impede the
government to invest in projects related to protection and promotion of the human rights in
the country.
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Two caveats here are that the CGE model assumes: labour mobility between sectors (which may in reality be much harder than the model suggests) and no informal economy (which in practice does
exist leading to less strong increases in wages than assumed, as sectors will first ‘absorb’ labour from the informal sector before shortages will lead to wage increases), thus potentially putting more
pressure on the work rights (but also indirectly to the human right to adequate standard of living, human right to health, etc.) than the model would suggest.
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of DCFTA on HR

to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes
Another element where the DCFTA may impact on the Jordanian governments’ capacity to
promote HR is through increased market access for international business. – a mechanism
to ensure HR rights are adhered to, also by the large multinationals that may come to
operate in Jordan as a consequence of the DCFTA is needed. Corporate Social
Responsibility is often quoted as the market-based solution to protect human rights.
However, CSR policies have proved to be insufficient in past trade agreements to
guarantee and enforce compliance with human rights. This suggests that flanking
measures are needed. It is not known to us at this stage whether Investor-to-State Dispute
Settlement provisions are going to be included in the DCFTA and whether they are going
to have a binding force and strong enforcement mechanisms in case of human rights
violations. In case such provisions are to be included, negative effects on human rights are
possible if proper legal frameworks that represent the rights of people affected by human
rights violations are not included in the provisions, including strong enforcement
mechanisms of a binding nature, penalties in case of violations, complaint mechanisms for
the people affected by human rights violations, and an active role of the state (in the form
of legal obligations) in respecting, protecting and promoting human rights).

Expected effect: both positive and negative, depending on the policies and priorities of the Jordanian government in allocation of the available finances. Also, depending on the
formulation of the Investor-state dispute settlement provisions, human rights of individuals could be at risk and government capacity to promote HR reduced.

DCFTA can lead to

On the one hand, in case the DCFTA provides for legal protection of human rights with

Changes compared to the baseline are small and seem to

‘race-to-the-bottom’ in

particular articles referring to sanctions as a result of non-compliance, the DCFTA may

indicate wages are going up significantly – this however

HR protection to remain

strengthen the situation of human rights. On the other hand, as a result of increase in

does not indicate how labour conditions are affected. The

competitive

competition, as predicted by the CGE modelling results, labour standards are at risk of

geographical coverage is nation-wide, but especially strong

possible erosion that is likely to affect such vulnerable groups as migrant workers and

in geographical regions where the decreasing economic

refugees, women, children and persons with disabilities. Mitigation through investment in

sectors are located (e.g. agricultural areas) and especially

monitoring compliance with the labour standards, preliminary (before the DCFTA is signed)

strong for the vulnerable groups where competitive

strengthening of the national labour laws through implementation of the international

pressures are the strongest.

standards. Ex-post evidence from previous FTAs suggests that much depends on the
degree to which the HR provisions are upheld and backed by clear sanction mechanisms
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Categories of impact

Potential Human Rights effects

of DCFTA on HR

Significance: HR stress; direction of change compared
to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes
in case of violations.
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Expected effect: In some sectors the effect of the DCFTA may be that due to competition pressure on labour standards increases – this may affect in particular specific regions or
vulnerable groups. An effect of attempts to reduce costs of production could be that cheaper labour is employed, quality of work at the workplace is lowered or companies try to avoid
giving the workers the workers’ rights they are entitled to. Ex post analysis of previous FTAs suggests that crucial HR elements are not much followed up – so a more elaborate and
clear sanction system is needed. Moreover, this causal chain may be further interrupted by a focus on the obligations to implement the ratified ILO Conventions possibly as part of the
trade and sustainable development chapter in the DCFTA.

DCFTA limits the use of

Jordan is not characterised as particularly active in improving enjoyment of HR abroad.

Small positive effect is expected since the DCFTA is used

trade measures to

The DCFTA is not likely to change this situation. The EU, however, with the use of its

to a small extent to put pressure on Jordan to adhere to HR

improve enjoyment of

‘trade incentives’ can potentially affect the human rights situation in Jordan (as described

standards. Geographical extent of the EU-directed trade

HR abroad

above).

measures to improve enjoyment of human rights in Jordan
is expected to be countrywide. Duration is likely to be long
term and the reversibility is unlikely.

Expected effect: None for Jordan, the EU can take a positive role in the use of trade measures to improve enjoyment of human rights in Jordan.

Trade law conflicts with

DCFTA and human rights treaties may regulate overlapping subject matter which may

There is a potential for HR stress emanating from the “Deep

human rights law

raise the possibility of the different bodies of law regulating the same subject differently

and Comprehensive” part of the FTA insofar a potential

which in turn may lead to a legal dispute.

agreement would include for example SPS or TBT
provisions. The geographical extent is wide.

In principle the legal formulations of the human rights treaties and DCFTA are not
necessarily inconsistent or contradictory with each other because of, for example, vague
wording of the human rights treaties. However, the “Deep and Comprehensive” element in
the DCFTA goes beyond traditional trade agreements (i.e. beyond WTO law with its
international norms), especially when it touches upon, for example, Sanitary and Phyto
Sanitary measures (SPS), Technical Barriers to Trade (TBT), public procurement,
investment provisions (including possibly ISDS), and competition law. These WTO+
provisions go far beyond the traditional reach of trade agreements and venture much
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Aguirre Reveles, R. & Perez Rocha, M.L. (2007), The EU-Mexico Free Trade Agreement Seven Years On. A warning to the global South, Transnational Institute. Mexican Action Network on Free Trade
(RMALC). ICCO.
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duration and reversibility of expected changes
further into areas where human rights could be directly affected, thus creating the potential
of conflict with human rights law.

The potential HR effects depend on what is or is not included in the Deep and
Comprehensive part of the FTA.
Expected effect: Depends on the direction taken in the DCFTA.

Enforcement of DCFTA

Overall theoretical approach to the DCFTA is positively linked to the human rights through

Since regulatory approximation and standards are included

stronger than

its framework on promoting democracy, human rights and political stability. Looking from

in the DCFTA, this gives a positive direction to the HR

enforcement of HR law

this point of view, enforcement of DCFTA should theoretically help the enforcement of HR

baseline in terms of, for example, improvement of health

– DCFTA a higher

law through the inclusion of regulatory approximation and standards and a possible trade

standards, thereby improving the right to health. Work

priority

and sustainable development chapter. However, there are also potential effects that occur

standards theoretically will improve as well but whether this

in implementation and practice. For example, since the DCFTA will lead to Jordan opening

happens in practice, the direction of this change and the

up more to international markets, the country also opens up to large companies that will

size of this change depend on the monitoring mechanisms

move in to Jordan to operate domestically and become important players. They are likely

of compliance, especially in the informal sector of the

to exert influence on the government in the policies and decision making that serve their

economy.

interests primarily and only in second place advance human rights (as a positive side-effect
at best). In fact, evidence from firm behaviour in some countries shows there is a risk that

In addition, a strong legal system creating legal obligations

firm interests may even go against human rights law. In this respect, without a strong legal

for the government of Jordan to protect human rights will

system that provides strong legal support to the government to take fair decisions on what

send a strong signal to entering international firms that

concerns protection and promotion of the human rights in Jordan.

Jordan is serious about upholding human rights law (and
indirectly also labour standards). If such mechanism to
balance the interests of large firms is not available, the
direction of the change could well be negative. In any case,
the exact provisions are expected to have a nation wide
scope and if included in domestic law difficult to reverse.

Expected effect: Due to the inclusion of regulatory approximation and standards in the DCFTA, as well as inclusion of trade and sustainable development chapter, a potential positive
impact in terms of enforcement of HR law (including labour law) is expected because the DCFTA is a stronger means to enforce this. Where the trade agreement could be at odds
with human rights is where the DCFTA opens the door to new (international) forces that are difficult to withstand by the Jordanian government if not supported by a strong legal
system. For example, it is difficult to balance the interests of large international firms with human rights in Jordan if the legal system does not help to ensure that balance.
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Categories of impact

Potential Human Rights effects

Significance: HR stress; direction of change compared

of DCFTA on HR

to baseline; nature, magnitude, geographical extent,

overall

duration and reversibility of expected changes

DCFTA fails to respect

FTAs typically find it challenging to engage civil society into the process of negotiating and

Potential negative impact for the negotiating process and

right to take part in

implementing. That is a risk also here, with a limited historical experience with civil society

negotiations towards a DCFTA as such. Especially if the

conduct of public affairs

and with a weak human rights institutional landscape in Jordan. With the DCFTA leading to

negotiators are not regularly sending back information to,

more efficiency – this being one of the goals of the DCFTA – other considerations might

and asking inputs from civil society. In the longer run, the

play a subordinate role (e.g. engagement, dialogue) – which might in particular affect those

DCFTA may have a positive impact in Jordan, because the

less vocal like hundreds of thousands od refugees in Jordan, minorities, small-scale

EU views and values on active civil society engagement

domestic producers of produce, or women in employment. Attention ought to be paid by

and active citizen participation and democracy are reflected

the DCFTA negotiators to be as inclusive as possible, and this TSIA study takes special

in the DCFTA. Caution is needed here as especially the

precautions to ensure participation.

vulnerable groups (e.g. minorities, small-scale domestic
producers, women) may suffer if not properly represented
and / or listened to. This effect would apply to the whole
country. The effects may be temporary and thus reversible
on other issues.

Expected effect: The DCFTA aims to be inclusive to civil society. However, the de facto effect will depend on whether the two sides at the negotiating table, both in general and
negotiators in particular, act inclusively. After the DCFTA is concluded a positive effect on engagement is expected because the EU views and values on civil society engagement
developed in the process would be beneficial to citizenry in Jordan. For this positive impact to materialise, civil society needs to be strengthened in Jordan and it is not clear if this is a
result of the DCFTA, but rather a pre-condition for the DCFTA to have this potential positive effect.
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Trade ‘values’ threaten

Where trade values emphasise ‘efficiency’, HR values emphasise ‘human dignity’. This

DCFTA may disadvantage certain people, especially in the

human rights ‘values’

DCFTA is expected to be beneficial for the country and for most people. Economic

short-run (e.g. declining versus growing sectors, labour

efficiency is the driving force behind those gains, but such efficiency (net effect) says little

displacement). It is not clear from the data in the model if

about (in)equality and distribution, and generally, less focus is given to human dignity as

the training programmes will ensure jobs for those groups of

such. For those affected negatively, alternative options need to be found, which is primarily

population that work in the sectors that will decrease as a

the responsibility of the government of Jordan in the form of particular training

result of the DCFTA. This is negative effect (on average the

programmes, unemployment benefits for those who lost their jobs and need to receive

percentage of the decrease is 0.09 percent (employment

training and be able to cover living expenses. From the CGE model, the employment

change for the low skilled workers in the vegetables and

change, especially for low-skilled workers, declines in agricultural sectors (Grain,

fruit sector) as compared to the baseline. The geographical

Vegetables and Fruit, Other Agriculture), Leather sector and less in such sectors as

extent is spread through the whole of Jordan. Duration and

Wearing Apparel, Textiles, Beverages and Tobacco, Vegetable Oils, Livestock and Meat

reversibility of the expected change is difficult to estimate.
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Products. It is not clear how the training programmes can be adapted to train people from
these sectors to work in such growing sectors as Metals, Other Machinery, Chemicals
Rubber and Plastics. Partially the unemployed people from the decreasing sectors can be
employed (after the training programme) in the Services sector but there is no data on
whether the groups of population losing jobs in the decreasing sectors will have enough
jobs in the sectors they can alternatively be re-qualified for.

Expected effect: Trade values are based on a different framework than human rights values. The DCFTA is expected to negatively affect the people working in the sectors that are
likely to experience a decrease in output and employment, more in the long run than in the short run as it is suggested by the modelling results.
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4

Additional environmental analysis

The environmental analysis follows three steps: The first part deals with the current state of the
environment and environmental policy in Jordan, introducing the key issues and developments to
be considered. The second step consists of a pre-analysis of how the DCFTA could affect the state
of the environment in Jordan, both in general and for each of the identified issues. The third and
final part looks at the likely impacts of the DCFTA on the environmental aspects described.
In the analysis of each of the issues and the impacts of the DCFTA on these, quantitative and
qualitative analyses are combined insofar possible. The quantitative analysis of air pollution, CO2
emissions and water use will be most detailed in this respect and can be most clearly linked to the
results of the CGE model (economic analysis).

4.1

Current environmental profile
Jordan comprises an area of approximately 89,342 km2 .138 Despite its relatively small size, it
shows a variety of geographic and climatic areas, with three main ones: the Jordan Valley, the
Mountain Heights Plateau – with an essentially Mediterranean climate –, and the eastern desert, or
Badia region, with a desert climate.
The northern segment of the Jordan Valley, known in Arabic as the Ghor, is the country’s most
fertile region, although the river flow is steadily reduced due to irrigation uses. South of the Dead
Sea, the Jordan Valley extends into a hot, dry, mountainous area dominated by resource extraction.
This area extends in the south to the Red Sea, thus including Jordan’s only sea port and coral reefs
at Aqaba.
The Mountain Heights Plateau separates the Jordan Valley from the plains of the Eastern Desert.
Most of Jordan’s main cities, including Amman, are in this region, together home to 90percent of
the population. The highlands receive Jordan’s highest rainfall and have the richest vegetation.
The Eastern Desert (or Badia) Region covers around 75 percent of Jordan’s landmass, and is part
of the North Arab Desert stretching into Syria, Iraq and Saudi Arabia. With less than 50 mm. of rain
annually, vegetation and population is sparse. There is considerable variability in climate between
day and night, and between summer and winter.

4.1.1 Overview of issues and policies
Main environmental issues and trends
A useful starting point for the environmental analysis is the 2014 version of the Yale Environmental
Performance Index (EPI) – a proxy measure assessing the performance of a country in terms of
environmental indicators, in particular policy-related – which ranks Jordan as number 60 out of 178
classified countries.139

138

139

Source: The CIA World Factbook. See for the following paragraphs: http://www.kinghussein.gov.jo/geo_env1.html and
Office of the United States Trade Representative (n.d.): Final Environmental Review of the Agreement on the
Establishment of a Free Trade Area between the Government of the United States and the Government of the Hashemite
Kingdom of Jordan.
Hsu, A. et al. (2014). The 2014 Environmental Performance Index.
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Jordan scores well in the climate and energy field, but low in air pollution (with a negative trend)
and biodiversity and habitat. Air quality suffers from increasing city traffic and the lack of a modal
transportation strategy and results in severe health issues. Desertification and land degradation is
the main threat to ecosystems and biodiversity; while deforestation is managed well,140 forests only
cover a small share of the national surface area. The EPI does not report values for Jordan on
fisheries and forests, indicating the low importance and a lack of information in Jordan on these
factors for biodiversity and ecosystems. Water management is comparatively good, although a
comparatively small share of collected wastewater is treated;141 also, water availability and surface
water quality, together with desertification, are serious issues. Climate change is expected to
exacerbate these issues and increase the risk of natural disasters / extreme events.
For solid waste management, collection rates are roughly in line with the regional average,142 but
treatment and disposal are still dominated by landfills and dumping; this uncontrolled disposal
further contributes to Jordan’s greenhouse gas emissions and places additional pressure on the
quality of groundwater.
Looking at both the main environmental issues and the largest expected FTA impacts (which go
through economic activity and thus affect air pollution, CO2 emissions, water use, and waste), we
have selected a few key issues to be covered as sub-chapters starting from section 4.1.2. To this
we add a short section on de-coupling of economic growth and resource use / pollution (greening
the economy), thus yielding the following sub-chapters.
Air pollution:


Water (availability and quality);



Waste;



Climate change;



Ecosystems and biodiversity;



Greening the economy.

Environmental policy143
The main body to deal with environmental affairs is the Ministry of Environment. It was established
in 2003 and has four main divisions – land use, environmental impact assessment, water quality,
and air quality. As of 2012, the Ministry had a staff of only 170, which reflects its relatively new
status. It was created mainly from a former agency under the Ministry of Municipal Affairs, and for a
short while in 2012 was even re-integrated within this Ministry.144 Following campaigning by NGOs
and other partners, the Ministry was reinstated after a few months in early 2013.145
The Environmental Protection Law addresses waste management, the responsibility for which is
shared between several ministries and further down in the administrative structure. The Ministry of
Health is responsible for drinking water and also deals with medical waste. The Ministry of Water
and Irrigation, together with the Water Authority of Jordan and the Jordan Valley Authority, is
responsible for the water sector – overall monitoring, water supply, and wastewater system.

140

141

142

143

144
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Fadi Doumani and Hanadi Musharrafiyeh (2011): Analysis for European Neighbourhood Policy (ENP) Countries and the
Russian Federation on social and economic benefits of enhanced environmental protection: Jordan Country Report.
See comparisons in European Environment Agency (2014): Horizon 2020 Mediterranean report. Toward shared
environmental information systems, for example on access to sanitation or percentage of wastewater treated.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Toward shared environmental information
systems
See for the following paragraphs: Environment Agency Austria (2012): European Neighbourhood and Partnership
Instrument. Towards a Shared Environmental System >>SEIS<<. Jordan Country Report.
See http://bwardam.wordpress.com/2012/11/23/five-reasons-for-saving-the-ministry-of-environment-in-jordan/.
http://bwardam.wordpress.com/2014/01/04/a-review-of-environmental-trends-in-jordan-in-2013/.
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Responsibility for communications on emissions under the United Nations Framework Convention
for Climate Change (UNFCCC) lies with the Ministry of Energy.
According to the country report from the Environmental Benefits study,146 the bodies responsible for
the environment are increasingly asserting their authority and executing their obligations (e.g. in the
field of public utilities). Public environmental expenditure during 2002-2006 amounted to 0.8 percent
of Jordan’s GDP, equivalent to 2.3 percent of government spending. However, it declined to 0.72
percent of GDP in 2006.147 Also, despite Jordan’s progress especially on waste and water
management, issues related to resource use and pollution remain.
In terms of Multilateral Environmental Agreements (MEAs), Jordan’s goals are mirrored in the
ratification of a number of key conventions, agreements, and protocols, including (date of entry into
force in Jordan in brackets):148
MEAs related to nature conservation / biodiversity:


Ramsar Convention on Wetlands (1977);



Convention on International Trade in Endangered Species (CITES) (1979);



Convention on the Conservation of Migratory Species of Wild Animals (Bonn Convention)
(2001);



Convention on Biological Diversity (CBD) (1994);



United Nations Convention to Combat Desertification in those Countries Experiencing Serious
Drought and/or Desertification, Particularly in Africa (UNCCD) (1998);



Convention Concerning the Protection of the World Cultural and Natural Heritage (World
Heritage Convention) (1975);



International Plant Protection Convention (1970);



International Treaty on Plant Genetic Resources for Food and Agriculture (2002).

MEAs related to climate change and atmosphere:


Convention for the Protection of the Ozone Layer (1989);



Montreal Protocol on Substances that Deplete the Ozone Layer (1989);



United Nations Framework Convention on Climate Change (UNFCCC) (1994);



Kyoto Protocol to the UNFCCC (2003).

MEAs related to hazardous materials / waste and chemicals:


Convention on the Control of Transboundary Movements of Hazardous Wastes and their
Disposal (Basel Convention) (1992);



Convention on Persistent Organic Pollutants / POPs (Stockholm Convention) (2004);



Protocol on Biosafety to the Convention on Biological Diversity (Cartagena Protocol) (2004);



Convention on the Prior Informed Consent Procedure for Certain Hazardous Chemicals and
Pesticides on International Trade (Rotterdam Convention) (2002).

MEAs related to oceans and seas:

146

147
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149

International Convention for the Prevention of Pollution from Ships (MARPOL) (2006);149

Fadi Doumani and Hanadi Musharrafiyeh (2011): Analysis for European Neighbourhood Policy (ENP) Countries and the
Russian Federation on social and economic benefits of enhanced environmental protection: Jordan Country Report.
Sweepnet (2012): Country report on the solid waste management situation in Jordan.
Unless otherwise noted, all information on MEAs comes from: Office of the United States Trade Representative (n.d): Final
Environmental Review of the Agreement on the Establishment of a Free Trade Area between the Government of the
United States and the Government of the Hashemite Kingdom of Jordan, and the websites of the respective agreements,
as well as UNEP (2010): Auditing the Implementation of Multilateral Environmental Agreements (MEAs): A Primer for
Auditors.
https://imo.amsa.gov.au/public/parties/marpol78.html.
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International Convention for the Prevention of Pollution of the Sea by Oil (1954) and
amendments;



Regional Convention for the Conservation of the Red Sea and Gulf of Aden Environment; and
Protocol (Jeddah Convention).

Jordan is not a party to the Agreement for the Implementation of the Provisions of the United
Nations Convention on the Law of the Sea relating to the Conservation and Management of
Straddling Fish Stocks and Highly Migratory Fish Stocks (United Nations Fish Stocks Agreement).
The objective of this Agreement is to ensure the long-term conservation and sustainable use of
straddling fish stocks and highly migratory fish stocks. It sets out principles for the conservation and
management of these fish stocks and provides a framework for cooperation in the conservation and
management of these resources.
Given Jordan’s small coastline with only access to the Red Sea, the country does not have a link to
most of the threatened aquatic migratory species. Only some non-oceanic tuna species – such as
frigate and bullet tunas (Auxis thazard, A. rochei) and Kawakawa (Euthynnus affinis) – are part of
the Fish Stocks Agreement, as well as some shark species – e.g. whale shark (Rhincodon typus)
and shortfin mako shark (Isurus oxyrinchus).150

4.1.2 Air pollution
In this section, we describe the status quo situation for air emissions for a selection of air pollutants
in Jordan. First, we describe the context of air pollution in Jordan. The remainder of the section
presents emission volumes, emission intensities and a rough indication of the costs to society
related to air pollution. In step 3 of this chapter, the effects of the DCFTA on these baseline
indicators are presented.
Introduction
Jordan has a low score on air quality in the EPI, mainly driven by particulate matter concentration
and exposure, which also show a negative trend. In Jordan the energy sector with its high
dependence on oil and gas is the largest emitter of NOx and SO2, followed by traffic emissions.151
Most of the transport within Jordan takes place by car of which a majority is diesel fuelled. The still
growing number of diesel fuelled cars results in a sharp increase of sulphur dioxide (SO2), nitrous
oxides (NOx), carbon monoxide (CO), O3, hydrocarbons (HCs), total suspended particulates (TSP)
and particulate matters (PM10) emissions.152 Another large contributor to air pollution in Jordan is
the cement industry. Although the construction of modern cement plants has resulted in a decline of
SO2, NOx and CO emissions from this sector, it is still the biggest source of airborne particulate
matter which mainly originates from the limestone quarries supplying the cement factories153.
With industry and traffic as the main sources, air pollution is highest around the big Jordanian cities,
such as Amman, Zarqa and Al-Hashimyeh, where industry is concentrated and car density is
highest. Several times a year natural dust blown in from Northern Africa increases the amount of
airborne particulate matter.154

150
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http://www.fao.org/docrep/009/a0653e/a0653e05.htm.
Environment Agency Austria (2012): European Neighbourhood and Partnership Instrument. Towards a Shared
Environmental System >>SEIS<<. Jordan Country Report.
Hamdi et al.2008. Diesel Quality in Jordan: Impacts of Vehicular and Industrial Emissions on Urban Air Quality.
Abu-Allaban et al., 2011. Impact Assessment of Ambient Air Quality by Cement Industry: A Case Study in Jordan.
Hadadin et al., 2007. Environmental Issues in Jordan, Solutions and Recommendations.
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Particulate matter leads to an increase in asthma occurrence and lung infections. Besides a
negative effect on human health SOx and NOx emissions lead to acid rain, which damages
agriculture and leads to acidification of the limited fresh water reserves.
Some air pollutants have shown an overall decreasing trend in Jordan, for example NO2, CO, H2S,
NO and TSP. This is likely due to regulatory measures implemented by the government in the
preceding years. The amounts of PM10, NOx and Pb are increasing however, while SO2 appears to
be stable.155 Especially for traffic emissions there are still wide margins for further, cost-effective,
abatement interventions, such as fiscal incentives (e.g., fuel taxation, road charging); and, in the
longer term, through reduced demand (per capita or per unit of GDP) for use of the more polluting
diesel driven vehicles. Currently air quality monitoring is limited in scope and geographic extent.
Therefore the Ministry of Environment is developing a more comprehensive network for air quality
monitoring.156
Current emissions volumes in Jordan
Table 4.1 presents the emission level of air pollutants per sector of economic activity. The
pollutants included are the classical air pollutants SOx, NOx and two types of primary particulate
matter (PM2.5 and PMcoarse).
Table 4.1 Baseline emission values per sector, thousand tonnes
NOx

SOx

PM2.5

PMcoarse

Agriculture

0.94

0.01

0,83

0.51

Industry

11.83

33.48

2.62

1.61

55.52

49.87

0.48

0.29

Rest of Emissions

2.50

11.12

0.38

0.23

Total

70.79

94.47

4.31

2.64

Transport, Utilities and
other services

Source: EDGAR database for NOx, SOx and particulate matter, aggregated to sectors that can be fit with the GTAP sectors
used in the economic analysis. Distribution of PM10 based on ENP Hashemite Kingdom of Jordan Country Report: PM2.5:
62%; PMcoarse: 38%. Data are for the year 2008.

The sector structure available for the analysis of air pollution is unfortunately much less detailed
than the structure of the CGE model. The reason for this lower level of detail is the need to match
emission sources to the economic sectors of our model (for the precise aggregation approach, see
Annex D). Emissions from public electricity and heat production, road transportation, rail
transportation, inland navigation, domestic aviation, and other transportation have been allocated
to the “Utilities, transport and other services” sector.157 The Rest of Emissions sector consists of
emission sources that could not be assigned to a specific sector of economic activity – for example
air conditioning, which includes emissions from agriculture, industry, transport, offices and
residential sources. More than 75 percent of NOx emissions are emitted by the transport and
utilities sectors, while industry also contributes significantly. Utilities and transport are also the
largest contributor to SOx emissions, followed by industry. The majority of particulate matter, both
fine and coarse is emitted by the industry sector as well. The main contribution of the Rest of
emissions category to air pollution is the emission of SOx. The agricultural sector is a minor
contributor to all types of emissions.
155

Saffarini et al., 2008. Time Series Analysis of Air Pollution in Al-Hashimeya Town Zarqa, Jordan.
MNSSD, 2009. Hashemite Kingdom of Jordan Country Environmental Analysis.
157
In the CGE model for Jordan, services were modelled on an aggregate level and this sector includes all services (among
them electricity / gas / water and transport, but also post and telecom, finance or business services). In order to be
consistent with the further steps of the analysis (where the emissions data needed to be matched with the modelling
sectors), the sector is presented in such aggregate terms here as well (although the EDGAR database does not provide
information on emissions on other services).
156
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Current emission intensities in Jordan
Emissions per Euro of value added can be a useful indicator of the emission intensity of the
Jordanian economy as a whole and for the four sectors described above. For NOx and SOx, mission
intensity is highest for the utilities and transport sector, followed by the industrial sector. Industry
has the highest emission intensity for particulate matter. The ‘Total’ row indicates the average
emission intensity per euro GDP for each pollutant.
Table 4.2 Emission factors in baseline year (tonne of emission per EUR million output)
NOx

SOx

PM2.5

PMcoarse

Agriculture

1.19

0.01

1.05

0.65

Industry

14.96

42.34

3.32

2.03

Utilities, transport
and other services

70.08

Total

62.94
5.83

0.37

0.60
7.78

0.35

0.22

Note: for the category ‘Rest of Emissions’, no value added has been assigned, because emissions can not be explicitly linked to
sectors of economic activity.

External costs estimates
By multiplying Jordan’s current emissions (baseline emissions) with the external costs factor per
tonne of emission, an indication of the external costs related to the baseline emissions can be
obtained. The external costs values have been adapted from the NEEDS project and take into
account the effect of air pollutants on human health, biodiversity, agricultural crops and building
materials. Unfortunately the NEEDS project had no specific values for Jordan available, therefore
an average for the Mediterranean region had to be used. Table 4.3 depicts the estimates for the
baseline external costs derived.
Table 4.3 Benchmark externality associated with releases of air pollutants in Jordan (mill. €)
NOx

SOx

PM2.5

PMcoarse

Agriculture

1.53

0.03

13.02

0.36

Industry

19.19

191.90

40.99

1.15

Utilities, transport and

90.07

285.86

7.45

0.21

4.05

63.72

5.90

0.16

114.83

541.52

67.35

1.88

other services
Rest of Emissions
Total

Note: emission data for 2008; external cost factors taken from WP1 of RS3a NEEDS project, http://www.needs-project.org.

The values from Table 4.3 only provide an order of magnitude of the external costs involved with
emissions, so that different types of air pollution can be compared across sectors. The derived
monetary values should be interpreted with caution. The external costs factors typically indicate the
costs of extra emissions on top of the baseline situation, thereby indicating marginal costs and not
average costs.
Table 4.3 shows that SOx currently leads to the highest external costs due to air pollution by far,
followed by NOx and PM2.5. Coarse particulate matter leads to relatively small external costs in
Jordan.
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Figure 4.1 Benchmark externality associated with releases of air pollutants in Jordan per sector (mill. €)
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Figure 4.2 Benchmark externality associated with releases of air pollutants in Jordan per type of
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4.1.3 Water
Water resources / scarcity
Jordan is a seriously water constrained country with one of the lowest per capita shares of
renewable water resources in the world.158 Figures on water use in Jordan are somewhat
inconsistent. Based on 2005-2007 data sourced from the FAO, Jordan uses (withdraws) 940.9
million m3 of water per year, compared with 980 million m3 of available water from surface water,
ground water, desalinated water, and reused wastewater. This translates into a water exploitation
rate of 96 percent (while these rates are between 29 percent and 109 percent in other countries in
the region). However, the Jordanian water ministry reports already for 2007 a water deficit of 659
million m3, and similar figures can be found for 2013 (deficit of 550 million m3).159 According to a
recent EEA report, the water balance is currently at 145m3/capita/year and is expected to
deteriorate further, to 90m2/capita/year by 2025.160 Jordan has reached peak renewable fresh water
years ago with successive severe droughts over recent years that are increasing their toll on the
quality of life and livelihood.”161 Jordan is ranked third among the 18 countries in the world
considered to be at risk of water insecurity.162
The yearly replenishment comes mostly from groundwater and surface water; Jordan relies for
about 60 percent of its renewable water sources on inflows from other countries, especially for the
Jordan river and its main tributary, the Yarmouk river. The country also heavily relies on water
treatment and reuse. At a rate of 93% in 2012163, Jordan is considered a leading country in the
reuse of treated wastewater (predominantly used in irrigation and artificial recharge of aquifers with
nonpotable uses).164 However, especially collection rates are an issue; only 60 percent of
wastewater generated were collected in 2011. Of these 119 million m3 collected, 86 percent were
treated.165
Importantly, especially surface water is unevenly distributed among several basins in the country.
Rainfall varies with location, and “river flows are generally of a flash-flood nature, with large
seasonal and annual variation.”166 This means there are significant differences in water availability
depending on time and location. As a result, many groundwater basins face overexploitation, which
has degraded quality; in order to regulate water and release it for irrigation, ten dams have been
constructed in Jordan, with another one being planned. Non-renewable groundwater resources
have also been tapped, such as in the Disi aquifer and the Jafer basin. “The Water Authority of
Jordan estimates that the total safe yield of fossil groundwater is 143 million m3/year for 50
years.”167

158
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160
161
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165
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http://data.worldbank.org/indicator/ER.H2O.INTR.PC.
The Excel files in the Environmental Benefits in ENPI countries study, available at http://www.environmentbenefits.eu/index.php?mid=5&smid=1&cid=0, report a water withdrawal of below 1 billion m3. This seems to be based on
FAO figures. In the ENPI benefits report itself, however, additional figures are reported as according to the Ministry of
Water and Irrigation (MOWI), indicating much higher withdrawal (see Doumani and Musharrafiyeh (2011): Analysis for
European Neighbourhood Policy (ENP) Countries and the Russian Federation on social and economic benefits of
enhanced environmental protection: Jordan Country Report, p. 47). The Ministry still seems to report these high withdrawal
rates, judging from a recent blog: http://bwardam.wordpress.com/2014/01/04/a-review-of-environmental-trends-in-jordanin-2013/.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Annex 2: Jordan.
Doumani and Musharrafiyeh (2011): Analysis for European Neighbourhood Policy (ENP) Countries and the Russian
Federation on social and economic benefits of enhanced environmental protection: Jordan Country Report, p. 16.
UN ESCWA (2013): Mapping Green Economy in the ESCWA Region.
Jordanian Ministry of Water and Irrigation (2013), Annual Report 2012.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Toward shared environmental information
systems.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Annex 2: Jordan.
http://www.fao.org/nr/water/aquastat/countries_regions/jordan/index.stm.
http://www.fao.org/nr/water/aquastat/countries_regions/jordan/index.stm.
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The largest water user in Jordan is the agricultural sector with 65 percent, followed by municipal
use (31%); industrial use (4%) is small by comparison.
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Table 4.4 Baseline water use in Jordan by sector
3

Sector

Water use (million m )

Agriculture

611

Industry

38

Municipal

291

Source: Environmental Benefits in ENPI countries study, available at http://www.environmentbenefits.eu/index.php?mid=5&smid=1&cid=0. Data for 2005-07.

Water quality
The overexploitation of scarce water resources has implications for water quality: overexploited
aquifers run the risk of being polluted with contaminants such as nitrates, or can be permanently
damaged through saline intrusion from the ocean. In Jordan, overexploitation has already led to the
abandonment of water-well fields e.g. in the area of Dhuleil due to degraded water quality.168
In terms of pollution, Jordanian standards and regulations define limits for industrial waste water
effluents, obliging industries to otherwise dispose of their waste water in authorized dumpsites.
Nevertheless, estimates exist that only 28 percent of Jordanian industrial effluents are treated, and
25 percent are released untreated (values for 2008).169 The lack of treatment, inefficient treatment,
and poor management of septic tanks have direct consequences for water quality. Around Amman,
heavy metals and high concentrations of nitrate and bacteria have been found in surface waters.
The King Talal Dam, the major supplier of blended treated wastewater for use in unrestricted
agriculture in the Jordan valley and the main recipient of treated water from the country’s largest
treatment plant (Kherbit Al-Samra), shows signs of eutrophication due to high levels of nitrogen and
phosphorus. However, the high nutrient content in the King Talal Dam is also considered to have
positive effects, as these nutrients can be beneficial when the water is used in irrigation (as costfree fertilizers). However, the use of treated wastewater in irrigation needs to follow correct
practices in order to prevent microbiological contamination; strict regulations are in place for this
and awareness projects are running. This again restricts the potential of water reuse.170
Water management
Jordan drafted a Water Strategy in 2009, which calls for the reduction of water demand, promotion
of water-efficient technologies, and introduction of water tariffs reflecting the true value of water
especially in the agricultural sector. Stressing that “the National Water Master Plan shall remain the
basis for managing Jordan’s water resource”171, it also addresses waste water treatment and reuse,
desalination, and the use of further non-renewable aquifers. Moreover, it entailed plans for a
significant institutional and regulatory reform to introduce a new Water Law, regulatory body and a
Water Council, and to increase private sector participation in water services. In addition, two large
scale projects are part of the strategy, the Disi water conveyor and the Red-Dead Sea canal.172
In the face of a rapidly shrinking Dead Sea and water scarcity among all riparians of the Jordan
river, a much reduced form of the Red-Dead Sea canal was agreed in 2013 between Jordan,
Palestine and Israel in a Memorandum of Understanding. The project has abandoned the idea of a
canal, but includes action against the decrease of the Dead Sea’s water level, desalination of 85100 million m3 annually, and an agreement on water rights and water “swaps” (buying and selling at
different locations). Construction is expected to start in 2015.173 While Jordan expects a solution to
168

http://www.fao.org/nr/water/aquastat/countries_regions/jordan/index.stm.
Doumani and Musharrafiyeh (2011): Analysis for European Neighbourhood Policy (ENP) Countries and the Russian
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European Environment Agency (2014): Horizon 2020 Mediterranean report. Annex 2: Jordan.
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http://www.irinnews.org/pdf/jordan_national_water_strategy.pdf.
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http://www.irinnews.org/pdf/jordan_national_water_strategy.pdf.
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many of its water issues from the project, many environmental concerns have been raised, stating
that the agreement does not address the fundamental issue of the decline of the Dead Sea, namely
the overuse of water resources from the Jordan River further upstream.174
Looking at water sewage and treatment, 68 percent of the Jordanian population was connected to
sewage networks in 2012, although large differences exist between rural and urban areas – only 4
percent of the rural population has access to a sewage system.175 98.1 percent of the total
population have access to an “improved sanitation system”; this includes households and industries
not connected to the sewage networks using septic cesspools and hauling the water to wastewater
treatment plants or special dump areas. Although discharge or irrigation use of untreated
wastewater is forbidden under Jordanian law; haulers are not closely regulated and there is little
control of their activities. The collected wastewater in the tankers is often released into dry
riverbeds; during periods of heavy rain, it turns into a ‘sewage flood’ which pollutes the surrounding
agricultural land and is harmful to public health.176
Of the 198.3 million m3 of wastewater generated in 2011, Jordan treated 102 million m3 (51%),
while 95.5 million m3 (49%) were discharged untreated.177 In 2012, 27 wastewater treatment plants
were in operation in Jordan.178Treated water is used in irrigation or released into open water bodies
(wadis). Thanks to the upgrade of the wastewater treatment plant Alkerbeh Al-Samra, Jordan
managed a steep increase in secondary (i.e. biological) treatment (from below 20% in 2007 to
above 90% in 2011).179 With this method most organic matter and nutrients are removed from
treated water; however a large share of the water used is still discharged untreated.
Availability of drinking water is an issue, as especially during the summer it can be available for only
a few hours per day. A water tariff based on metered consumption and discharge is in place, but is
too low to cover the cost of water extraction.
A major stress factor for Jordanian water management and quality in the last years has been the
influx of refugees from Syria, as the existing sewage management could not cope with the massive
population influx in the areas of refugee camps. Frequent overflows are reported for Mafraq, which
endanger the quality of the underlying aquifer.180

4.1.4 Waste
Waste does not feature as a separate category in the EPI, but in many countries it is a concern
because waste production tends to increase with economic development, and insufficient waste
management can have detrimental consequences for water quality or ecosystems. Jordan has a
comparatively good waste collection and disposal system, but management of hazardous and
medical waste are still an issue, as well as open dumping.
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http://www.globalresearch.ca/how-historic-israel-jordan-water-deal-leaves-palestinians-high-and-dry/5367827.
See http://www.fao.org/nr/water/aquastat/countries_regions/jordan/index.stm and Doumani and Musharrafiyeh (2011):
Analysis for European Neighbourhood Policy (ENP) Countries and the Russian Federation on social and economic
benefits of enhanced environmental protection: Jordan Country Report.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Toward shared environmental information
systems.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Annex 2: Jordan..
Jordanian Ministry of Water and Irrigation (2013), Annual Report 2012.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Toward shared environmental information
systems.
UN Host Community Support Platform (2013): Needs Assessment Review of the Impact of the Syrian Crisis on Jordan.
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Institutional framework181
There is no specific legal framework or national strategy for solid waste management (SWM), but
the Environmental Protection Law – overseen by the Ministry of Environment – lays out
responsibilities. In general, municipalities are responsible for day-to-day municipal solid waste
(MSW) management, whereas governorates regulate other waste. The Ministry of Health monitors
medical waste.
The Common Services Councils manage disposal sites; resource recovery and recycling activities
are sometimes also managed by them, but are also organized by municipalities / NGOs or at an
informal level by scavengers.
The Ministry of Municipal Affairs offers low interest loans to municipalities to fulfil (amongst others)
SWM duties, but not every municipality has the financial status to obtain these loans. Municipalities
collect fees for SWM via the electricity bill (flat fees for private households, and a share of the
commercial license value for enterprises). The cost recovery has been calculated to be 65 percent
in urban areas, and less than 50 percent in rural areas.
A draft Waste Law prepared by the Ministry of Environment and covering both municipal and
hazardous waste is currently under review. A Greater Amman Municipality Solid Waste Strategy is
in draft stage. A draft of a national strategy for municipal solid waste management has been
prepared (in close cooperation with Greater Amman Municipality), but is not published yet.182
Municipal solid waste
Waste generation
In 2011, about 5,850 tonnes of municipal solid waste (MSW) were generated in Jordan on average
each day, amounting to a total of 2,133,936 tonnes per year.183 In urban areas, the average daily
generation rate was 0.95kg/capita; in rural areas it was at 0.85kg/capita. Between 2000 and 2011,
MSW generation increased by 42 percent. This is below the GDP growth in the same time frame
(89%) and also slightly lower than the growth in GDP per capita (47%).184 Thus, although rising
living standards did increase waste production, it did not increase at the same rate.
According to EEA data,185 MSW is mostly organic (50%) and has a high moisture content (which
leads to a lower calorific value in its use for energy generation).
Waste collection
Around 77 percent of MSW are collected in Jordan, with 90 percent in urban areas and 70 percent
in rural areas.186 Waste collection however is not complemented by sufficient waste disposal
structures. 0 percent of waste is composted, 7 percent recovered; 49 percent of the collected waste
is disposed in controlled landfills and 51 percent in uncontrolled landfills / dumpsites. The
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Unless otherwise noted, see for the following paragraphs: Environment Agency Austria (2012): European Neighbourhood
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(2012): Country report on the solid waste management situation in Jordan; Sweepnet (2010): Country report on the solid
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uncollected waste is dumped in an uncontrolled way; this can lead to voluntary burning or selfignition, resulting in emissions.
Recycling practices are often primitive and pose high health risks to the people working in waste
separation, which in the case of informal / scavenger activities often include children. Pilot projects
on paper waste recycling were started with funding from international donors already in the 1990s.
Although one of the projects was overall successful, the other project was stopped (the facility
closed) following the phase-out of donor money.
Private sector participation (PSP)
The private sector has only marginally been involved in MSW collection in Jordan so far; PSP was
mainly limited to small-scale projects and collection services in refugee camps. Two larger projects
were abandoned “due to the difficulties faced by the private operators (lack of public awareness,
lack of organization and procedures for monitoring by the municipalities)”187. Plans for involving the
private sector in PPPs under the build-operate-transfer (BOT) scheme in Greater Amman were
abandoned or postponed. The only successful project was the contracting of MSW management in
Aqaba to a Jordanian private company, which now collects about 100 tonnes of solid waste daily
and disposes of it at the landfill site.
Successful projects with PSP have been implemented in the waste-to-energy area – using the
methane emissions from waste in biogas plants, thus reducing the climate change impact. Fore
more on these initiatives, see section 4.1.5 Climate change and energy.
In addition, three pilot solid waste segregation sites were developed by the Greater Amman
Municipality in collaboration with a private firm. A Chinese firm was awarded a contract for one year
to recover the recyclables from the Al-Akeeder landfill.
Hazardous and industrial waste
Around 15,000 tonnes of industrial and hazardous waste are generated in Jordan per year. Under
the supervision of the Ministry of the Environment, it is stored and landfilled at the Swaqa Site.
Wastes requiring special treatment or incineration are stored there in special cells, awaiting the
finalization of the second phase of the facility construction.
Jordan has comparatively high amounts of medical waste due to an increasing influx of patients
from neighbouring Arab countries. The daily amount of medical waste is estimated at nine tonnes
(including waste from hospitals, medical centres, clinics, and laboratories), of which the largest
share is infectious and a very small share cytotoxic. If collected appropriately, it is incinerated;
some private firms have contracts to collect and transport the waste. There is no national strategy
for medical waste management in place, and an agreement with the Swiss government to build a
state-of-the-art medical waste incinerator was cancelled in 2011.
E-waste
The growing amounts of e-waste – due to the increase in use of PCs and mobile phones – are
increasingly recognized as an ecological threat and an additional issue for waste management. As
specific data are not available yet, a survey was launched by the Ministry of Environment, currently
under evaluation.188 The Ministry also started an awareness campaign in 2014, urging citizens to
discard their e-waste in special bins, so that they can be transported to the hazardous waste unit in
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the Swaqa Landfill, 160 kilometres from Amman.189 The United Nations Development Programme
(UNDP) is supporting a project for the development of an e-waste law, to be expected later in
2014.190

4.1.5 Climate change and energy
Jordan is one of the non-Annex I signatories of the Kyoto protocol. Thus, Jordan does not have any
binding targets but can participate in Clean Development Mechanism (CDM)191 - nevertheless,
since January 2013, the EU Emissions Trading Scheme accepts only credits from least developed
counties; therefore, Jordanian CDM credits are not eligible for it anymore. CDM enables Annex 1
countries (and resident companies) to reduce their emissions by investing in mitigation measures in
non-Annex I countries, and the system is currently being replaced by the New Market Mechanism,
which shifts from project-based to sector-based initiatives. The Jordan Ministry of Environment is
the national authority in charge of CDM projects in Jordan.
Jordan also participates in the World Bank's Partnership for Market Readiness, which provides
capacity building and support to activities related to carbon markets.
Currently only four CDM projects are registered in Jordan. The main reason for this low number of
CDM projects is a decreased demand in certified emission reductions which reduces prices and
therefore makes CDM projects in Jordan unfeasible. The four CDM project currently deployed are
relatively small in size and GHG mitigation. For example CDM is used to finance waste to energy
projects, such as the Reduction of Methane Emissions from Ruseifeh Landfill project, in
cooperation with Finland. The aim of the project is to collect methane gas from a landfill near
Amman, this gas is than used to generate electricity in a nearby generation facility. On average the
project is estimated to reduce CO2 output by 36,911 tonnes annually192. Under a USAID-funded
project, the rehabilitation of the Al-Akeeder disposal site is planned to lead to a biogas plant, also
potentially under the Clean Development Mechanism.193
Other projects reducing emissions from waste and making use of the energy have also started
outside the CDM framework. A successful landfill gas recovery project was implemented by the
Jordan Biogas Company, which can be considered semi-public (50% owned by the Greater Amman
Municipality and 50% by the Central Electricity Generation Company CEGCO). The plant got initial
funding from UNDP and DANIDA, while the second phase of the project was financed by the
Jordan Biogas Company itself. Another project by an international firm for a waste-to-energy project
under the BOT scheme has been commissioned. The Government of Jordan, through the Ministry
of Energy and Mineral Resources, also started in mid-2013 to look for private investment in solid
waste to energy projects in accordance with the existing policies and regulations for renewable
energy. The waste to be used in such a project is limited to domestic waste generated in Jordan.194
Around 97 percent of Jordan’ electricity is produced from imported natural gas and oil195. Most of
the imported fuel is Egyptian gas, approximately 80 percent of the total energy need196. Jordan
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aims to decrease its dependence on imported fuels through the introduction of nuclear energy. A
750-1000 MWe reactor is planned to be operational in 2020. The plant is constructed in close
cooperation with Russian state-owned Rosatom, which also own and operate the plant.197
Furthermore Jordan’s vast oil shale reserves may be commercially exploited within the coming
years198. Renewables play a very small role, contributing only 0.5 percent of the total amount of
electricity generated in Jordan. Practically all renewable energy in Jordan is generated by solar
power199. Jordan holds high potential for renewable energy, especially for solar and wind energy.
An increase in renewable energy would reduce the dependency on imported fuels; mainly for this
reason the Jordanian Ministry of Energy and Mineral Resources aims the increase the share of
renewable energy use to 7 percent by 2015 and 10 percent by 2020200. In order to reach this goal,
a Renewable Energy and Energy efficiency law was ratified in 2010.
In 2008, the annual electricity consumption in Jordan was approximately 11,509 GWh annually, of
which 27 percent was consumed by industry, 39 percent by households, 12 percent by the
commercial sector, 15 percent was used for water pumping, 2 percent for street lighting and 5
percent by other sectors. In 2012, electricity use had risen to 14,274 GWh of which 24 percent went
to industrial use, 41 percent to households, 17 percent to the commercial sector, 12 percent to
water pumping, 2 percent to street lighting and 4 percent other sectors201.
Impacts and adaptation
With only a short coastline the impact of sea level rise is expected to be relatively modest in Jordan.
Changes in the level of the Red Sea and Gulf of Aqaba are likely to broadly reflect changes in
global mean sea-level. The 2007 IPCC report presented a range of projected increases in global
mean sea level from 0.18-0.59 m by 2100 across a range of emissions scenarios, which will only
cause limited inundation.202 Water levels in the Dead Sea are currently decreasing rapidly. The
main cause for this dropping water table is extraction of water from the river Jordan for irrigation
and potassium extraction. Climate change will speed up the Dead Sea’s drop in water table.203 A
much larger effect of climate change is reduced rainfall, which will put additional pressure on water
sources already under stress; Jordan is one of the most arid countries globally. A reduce in
precipitation might be as high as 20 percent in the coming 50 years.204 Naturally the reduced
precipitation will have a negative influence on the rain-fed agriculture in Jordan and reduce the
amount of water available for irrigation. A reduction of rainfall by 10–20 percent reduces the
expected yield for the two most common crops barley and wheat by 4–8 percent and 10–20
percent, respectively. Furthermore, farmland will be lost to desertification.205
The Jordanian Environmental Ministry has identified several potential adaptation measures to cope
with the effects of climate change. Most of these measures are focussed on more efficient water
and land use. Some of these measures apply stricter regulation such as adopting binding principles
for water sector management based on the National Water Master Plan (see also section 4.1.3 on
water). Others measures focuses on increased cooperation with surrounding countries, which
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would provide common research aimed to creating regional strains and genetic qualities of crops
more resilient to climate change.

4.1.6 Ecosystems and biodiversity
Jordan has a relatively large number of ecosystems compared to its size. Roughly these
ecosystems can be categorized in three groups:

 The western part of Jordan has a Mediterranean climate with hot, dry summers and cool wet
winters. The Jordan valley and the Dead Sea are located in this part of the country;

 Around 75% of the country has a desert climate with less than 200 mm of annual rainfall, mainly
located in the east of the country. The Jordanian desert contains only one oasis, named Azraq;

 Mountains with a cooler climate and an average annual rainfall can be mainly found in the
south. Most of Jordan’s remaining natural forest is also located here.
Jordan’ scores on biodiversity and habitat in the Environmental Performance Index are relatively
poor, putting it on rank 162; this is mainly due to a low score in terrestrial protected areas and the
value of the (un)protected biomes.206 Jordan hosts around 2,500 plant species, 97 reptile species, 5
amphibian species, 20 species of fresh water fish and 78 species of mammals. The country is also
home to 425 bird species of which most are migratory. Around 100 of the plant species are
considered endemic, while 375 are considered rare or very rare. Jordan’s small coast line, the Gulf
of Aqaba, hosts more than 450 species of fish of which 7 are endemic, 150 species of hard coral,
120 species of soft coral in addition to sponges, snails, crabs and sea turtles. 20 percent of
molluscs and echinodermata as well as several species of algae occurring in the Gulf may be
endemic. Of between 300-350 species of fish, which have been recorded in Aqaba, seven are
recognized as endemic. About, 150 plant species, 47 mammal, 11 bird, four reptile, six freshwater
fish, two marine invertebrate and four marine vertebrate species are nationally threatened in
Jordan207.
Jordan’s rapidly expanding population, industrial pollution, wildlife hunting and habitat loss due to
development are the major threats to Jordan’s wildlife population. Especially loss of the small but
species rich forest areas leads to a loss in biodiversity208. Furthermore dropping water levels in the
oasis of Azrag are threatening this important wetland for migratory birds.
In 1966 the Royal Society for the Conservation of Nature has been established to address Jordan’s
environmental threats. The RCSN has planned a complete system of wildlife reserves to cover the
different habitats of the country. Currently six reserves have been established, covering 1.4 percent
of Jordan’s total area. Six more reserves are planned, and the total land area of the 12 reserves will
cover four percent of the country. A flagship of nature conservation has been the successful
reintroduction of the Arabian Oryx in 1978, six years after the animal became extinct in the wild.
Only 1 percent of Jordan has a suitable climate for forest, however this small area encompasses a
rich diversity of tree, orchid and animal species. Currently only 0.08 percent of the country is still
forested area, of which half is manmade. Forest conversion to agricultural land and illegal wood
cutting are the main threats to Jordan’s remaining forests. In the past, ownership of land could be
claimed if an individual had it under cultivation for a period of at least 10 years. This mandate
resulted in hidden olive groves within the forest and after 10 years the surrounding forest would be
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cut. Currently this practice has been made illegal, however illegal land conversion still takes
place209.
In 2002 Jordan adopted the National Biodiversity Strategy and Action Plan in order to correspond
with the obligations of the Convention on Biological Diversity (CBD). This action plan consists of a
wide array of projects grouped under the following five themes: protection of biological resources,
sustainable use of biological resources, reducing the impact of mining on biodiversity, promoting
integrated land use planning and water resources development within the existing land tenure
system, and promotion of a more biodiversity-oriented society210.
Most of Jordan’s arid and semi-arid areas have suffered from desertification in the past. Currently
this process is being accelerated due to unsupervised management and land use practices of
overgrazing, cultivation and ploughing of marginal soils as well as woodland removal in the high
rainfall zones.211 Although the Jordan was the first Arab country to introduce environmental policy
as part of the National Environmental Strategy, legislation did not include a separate draft on
desertification.212 In 1996 Jordan signed and then ratified the UN Convention to Combat
Desertification (UNCCD), in the same year the National Agenda for reform, future growth and
development of Jordan was launched.213 One focus point of this agenda is desertification and
sustainable land management. The plan consisted of several steps of action. First desertification
would be mapped more accurately through the development of a desertification monitoring system.
Secondly a socio-economic survey in drought threatened areas were performed, which was
followed by efforts to establish alternative livelihood measures that could provide incomes in
drought prone areas and arid zones. Furthermore traditional knowledge on soil protection measures
and combating desertification was actively documented214.

4.1.7 Greening the economy
While the relationship between economic activity and the environment is usually considered to be
negative – and this relationship underlies most of this analysis of effects of a DCFTA – increasing
efforts are made in Jordan, with international support, to change this relationship and to engage the
private sector in a process of greening the economy. Hence, a green economy strategy for Jordan
was launched in 2010, jointly by the Ministry of Environment, Ministry of Planning and UNEP.
Figure 4.3 Energy intensity in Jordan
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Jordan appears to have achieved a slight decoupling of economic growth and energy use since the
mid-2000s; this even translated into a decrease in the energy use per capita after 2009, although
this may have to do with the economic crisis and has still not led Jordan back to the values of the
early 2000s. Energy intensity is just one indicator, however, and is not only affected by
sustainability efforts, especially in the light of Jordan’s strong dependence on energy imports.
In general, reports note a lack of detailed legislation on environmental protection and
sustainability.215 Public spending on the environment is less than 0.5 percent of Jordanian GDP,
with most funding coming from international donors; but Jordanian funding is playing an increasing
role.216 Jordan’s National Agenda for 2006-2015 makes reference to sustainable development,
aiming to address, amongst others, the regulatory and institutional framework, and resources and
land use. However, especially the paragraph on the institutional framework is not very concrete,
and the overall agenda seems to focus on improving problematic issues (such as waste and water
management) rather than reducing resource use.217 The government’s 2010 Executive Programme,
on the other hand, highlights the development of a green economy, mentioning the need to ”launch
a programme for green services and industries to meet the requirements for adhering to
environmental standards and turning Jordan into a regional centre for green services and
industries”218.
A promising aspect for the future is that the Jordanian legal framework engages non-state actors to
contribute in environmental standards development, funding and networking. A number of marketbased instruments are in place to promote a greening of the economy, and dissemination of
information is good.219
Jordan tries to trigger cleaner production approaches mainly through a combination of standards,
access to finance and capacity building; large emphasis is put on technology development.
Examples for access to finance initiatives include the Jordan Environment Fund and the Intellectual
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Property Commercialization Office (IPCO), which has environmentally friendly products as one of
its priority areas. Internationally supported initiatives are the Clean Technology Fund by the World
Bank and a green financing initiative for commercial banks, also in cooperation with the World
Bank.220 Access to finance remains a problem especially for SMEs.221
Some networks have evolved in recent years with a combination of access to finance and capacity
building: these include the JNEFI (Jordan Network for Environmentally Friendly Industries) or the
EDAMA (a Business Association using the word for “sustainability” in Arabic222), both platforms for
networking to share information and generate investment into cleaner production. In addition,
training for green skills takes place in Regional Centres of Expertise.223 The Jordan Cleaner
Production Program (JCPP) was launched already in 2002 together with Jordanian governmental
and non-governmental organisations in order to improve knowledge and technology transfer.224
One regulatory initiative also includes an access to finance component, namely the Renewable
Energy and Energy Efficiency Law, which was ratified in 2010 as temporary legislation. It includes
the setup of the Jordan Renewable Energy and Energy Efficiency Fund (JREEEF) as a financial
incentive.225.
Concrete success stories regarding the green economy include various eco-tourism pilot projects,
the Amman Green Growth Programme (AGGP) with integrated approach covering waste, transport,
energy and urban forestry, and the promotion of rural livelihoods – community-based approaches to
achieve protected area management and poverty reduction.
Among the main problems preventing the uptake of green growth in Jordan, the shared
responsibility for sustainable enterprise development between ministries is mentioned and the lack
of one clear mainstreaming effort. The legislative and regulatory system is still very general and
doesn’t include clear guidelines and provisions. Moreover, there is a lack of economic and fiscal
incentives; no demand-side measures are in place which would promote sustainable consumption;
and there are limited opportunities to scale up sustainable production to international markets.226
However the “Green Economy for Jordan” initiative launched in 2010 could play a role in
policymaking and mainstreaming of green development.227 It has already produced a scoping study
identifying the key sectors for greening the economy in Jordan, and the main enabling conditions.228

4.2

Issues relevant to the assessment of DCFTA impacts
We generally look at two impact channels of the DCFTA: A first channel is economic activity, which
is often related to negative environmental impacts (increased land use, pollution, water use, etc.).
Secondly, there are regulatory impacts to be expected. These need to be put into the broader
perspective of the Association Agreement (AA) between the EU and Jordan, which entered into
force in 2002. It contains important provisions on trade, investment protection, public procurement,
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general economic governance and environmental cooperation. These provisions already had some
effects, but are expected to be strengthened and enforced by the DCFTA, and potentially affect
environmental performance. It is thus difficult, especially for the qualitative analysis, to precisely
single out the effect of the DCFTA. The DCFTA environmental effects will be a combination of the
effects of different sectors’ growth and technological, regulatory and other transformations
influencing the environmental pressure.
The table below summarizes the likely impacts of the DCFTA on the issues outlined above.
Table 4.5 Expected scope of DCFTA environmental impacts by category
Environmental aspect

Why relevant for DCFTA

Air pollution

Direct consequence from economic / industrial activity; Influence from DCFTA:
Sectoral shift, change in economic activity.

Climate change

CO2 emissions are a direct consequence from economic / industrial activity; Influence

mitigation

from DCFTA: Sectoral shift, change in economic activity.

Biodiversity

Increased trade activity can make illegal trade of protected species easier.

Biodiversity

Increased land use and pollution can endanger species and habitats.

Ecosystems

Increased air pollution / acid rain or water use due to DCFTA can damage ecosystems.

Waste

Changing activity in certain industries (e.g. industry) and changing overall welfare can
lead to a change in waste production.

Water

Changing activity in certain industries (esp. agriculture) can lead to a change in water
use.

Green economy

DCFTA may create a larger demand market for green products and foster compliance
with environmental product standards.

Most aspects

Environmental issues are influenced by policy, which can be affected by the
Association Agreement and DCFTA between Jordan and the EU. At this stage we
cannot say whether or how the DCFTA will influence the implementation of the
Agreement or affect regulation.

Most aspects

4.3

Economic growth is usually associated with increased pollution.

Expected impacts of the DCFTA
The analysis of impacts follows the structure of the main issues identified in section 4.1.1 and relate
them to the relevant influence of the DCFTA identified in section 4.2.

4.3.1 Air pollution
This section provides a quantitative assessment of the impact of the DCFTA on Jordan’s emissions
of classical air pollutants, based on the results of the GCE model. Furthermore an estimation of the
cost to society of a change in air pollution will be presented.
The quantitative simulations only take direct effects of economic activity on emission of air
pollutants into consideration. Therefore indirect effects related to economic development, such as
improved technology or shifts in preferences towards emission abetment are not taken into
account. Since these indirect effects are expected to have a reducing effect on emissions, the
estimates below can be considered as the upper limits of DCFTA induced emission increase. The
positive indirect effects of an increasing GDP may potentially be large, mainly because Jordan is
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one of the few countries in the region that currently shows sings of decreasing emission intensity of
GDP.229
Assessment of the DCFTA impacts on emission volumes
The DCFTA will affect both the volume of economic activity for the different sectors as well as the
composition of the overall economy. Both these changes affect the emission volumes, therefore the
DCFTA induced changes have been split into two components labelled the scale effect and the
composition effect. The scale effect expresses the increased volume of emissions due to an
increase of economic activity. The composition effect expresses a change in emissions due to a
change in sector composition of the economy.
According to the GCE results and estimation of the impact of emissions, the DCFTA is expected to
have an increasing effect on emissions in the short run which becomes slightly larger in the long
run. The overall impact of the DCFTA on the classical air pollutants, including baseline values for
emissions, is presented in the table below.
Table 4.6 Baseline values and DCFTA-induced changes of emissions, in thousand tonnes
NOx

SOx

PM2.5

PMcoarse

Baseline level

70.79

94.47

4.31

2.64

Short run change

1.04

1.06

0.05

0.03

- in percentage

1.47%

1.12%

1.10%

1.10%

Long run change

1.64

0.91

0.06

0.03

- in percentage

2.32%

0.96%

1.32%

1.32%

Source: Own calculations based on GCE results and Edgar database, with 2008 as baseline year.

Although the change in the short run is relatively small for all air pollutants, NOx tends to increase
much more in the long run compared to the other pollutants.
Figure 4.4 shows the total effect divide in scale and composition effects. For NOx both scale and
composition effects result in an increase of emissions. (It should be noted though that the
calculated effect can be considered an upper boundary, as no legislative or technique effects –
which may be triggered by the DCFTA – are taken into account in the quantitative calculation.) For
the other pollutants there is a reducing effect on emissions due to the composition effect, which is
especially large for SOx. This negative composition effect indicates that the DFCTA reduces the
share of the more SOx, PM2.5 and PMcoarse emitting sectors in the Jordanian economy. The main
reason for the positive composition effect for NOx versus the other pollutants is a relative growth of
the NOx intensive transport and utility sector at the expense of the SOx intensive industrial sector.
Figure 4.5 depicts an overview of the DCFTA induced changes in percentages. The scale effect is
equal for all pollutants, because it is based on the change in GDP. The composition effect is stable
across the short and long run for particulate matter but shows a remarkable increase for SOx from 0,19 percent in the short-run to -1,01 percent in the long run.
Figure 4.4 Decomposition of DCFTA-induced change in emissions of classical pollutants in Jordan
(thousand tonnes)
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Figure 4.5 Decomposition of DCFTA-induced change in emissions of classical pollutants in Jordan (%)
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Assessment of the DCFTA impacts of external costs of air pollution
The external costs per tonne of extra emissions for each pollutant are taken from the NEEDS
project framework and estimated using the impact pathway approach. This approach assesses
emissions by location and source from a detailed geographical grid of Europe and its neighbouring
countries. The spread of pollutants throughout this grid and beyond is estimated based on a spread
model. The model thus shows exposure changes across the grid, which are then translated into
total cost estimates assigned to air pollution point sources.230 The external cost per tonne for each
pollutant includes external costs for several impact categories, including human health, loss of
biodiversity, crops and building materials.
230
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In the short run the external costs are expected to rise with around 3.5 million Euros. In the long run
the external costs are expected to increase to 4.3 million compared to base line level. This
corresponds to an increase by 1.17 and 1.21 percent, respectively, shown in Figure 4.5. The impact
on the monetary value of pollution costs to society is presented in the figure below. Most of the
negative changes can be attributed to the increase in NOx emissions, which as stated before is the
only pollutant which shows an increase based on both the scale and the composition effect.

Millions

Figure 4.6 DCFTA-induced changes in external cost for Jordan (without climate costs)

€ 4,5
€ 4,0
€ 3,5
€ 3,0

PMcoarse

€ 2,5

PM2.5

€ 2,0

SOx
NOx

€ 1,5

Total

€ 1,0
€ 0,5
€ 0,0
S-R

L-R

Source: own calculations of emission impacts and external costs factors from NEEDS project framework.

4.3.2 Water
The impact of the DCFTA on water use through changes in economic activity was calculated in a
similar way to that of air pollution, but on a more aggregate level (three sectors: agriculture,
industry, and other),231 with some limited insight into scale and composition effects. The figure
below shows these effects for the short run and long run.

231

Available from data from the Environmental Benefits in ENPI countries study, available at http://www.environmentbenefits.eu/index.php?mid=5&smid=1&cid=0. Water data are available according to three sectors: agriculture, industry,
and municipal. We assign all CGE sectors to one of these sectors – all services are assigned to the municipal sector.
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Figure 4.7 Decomposition of DCFTA effects on water in Jordan, in million m3
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Source: own calculations of water impacts based on CGE modelling outcomes and baseline water data.

As can be seen, an initial increase in water use due to the DCFTA is estimated to be followed by a
decrease in the longer term. The reported values in million cubic meters correspond to percentage
changes between 0.25 percent (composition effect in the short run) and 3.18 percent (composition
effect in the long run), with the total effect seeing an increase in water use of 1.1 percent in the
short run, and a decrease by 1.07 percent in the long run. As could be expected, the results are
largely driven by the agricultural sector, whose share in GDP decreases in the long run according to
the model.
Overall, the DCFTA effects on water scarcity are in principle positive. However, the results have to
be tempered and seen in a context of severe water scarcity problems and a number of other factors
contributing to these problems (one of the highest population growth rate, refugee influx,
dependence on water inflows from foreign countries, climate change,…). As a consequence, it is
not possible to draw a definitive conclusion regarding water availability as there are other issues
other than impacts of the DCFTA that impact water scarcity.
In terms of water pollution, the baseline suggests that the main pollution sources are agriculture
through organic compounds and nutrients, and partly industry through organic compounds and
heavy metal. Municipal wastewater adds to this. In terms of the purely economic channel, it is thus
difficult to predict the impact of the DCFTA, since practically all sectors contribute to water pollution.
In light of this and the described problems with water management, it is therefore even more
important to look at water management and the potential impact of the DCFTA through a deepening
of cooperation on these issues. The EU-Jordan Association Agreement mentions cooperation on
environment-friendly agriculture, and in the article on the environment, cooperation on
desertification, the impact of agriculture on soil and water quality, water resource management, and
salinization. Jordan already is part of several EU-funded projects under the Neighbourhood
initiative, such as the sustainable water integrated management project “SWIM” or the shared
environmental information system support project “ENPI-SEIS” led by the European Environment
Agency.232 The project SWITCH-MED will also look into mores sustainable production and
consumption patterns in the sectors with more potential for growth in the country. In light of the
observed impact of agriculture on water stress, sustainable agriculture could be an area for the
DCFTA discussions.
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4.3.3 Waste
Through the channel of economic activity, the main effects of the DCFTA will be on municipal solid
waste and hazardous waste. The DCFTA is estimated to lead to an increase in GDP of 1.35
percent in the short run (2.11% in the long run). Extrapolating figures from the past,233 this could
lead to an increase in MSW by around 0.7-1.3 percent (1-2% in the long run).
Hazardous waste production is largely determined by few economic sectors, namely chemicals and
(petro)chemicals and pharmaceuticals, textiles and leather, and fabricated metal production. They
can thus be linked to DCFTA sectoral effects. According to the economic modelling, the DCFTA will
lead to an increase in output in petrochemicals and chemicals/ rubber/ plastics, and to a decrease
in textiles and leather and fabricated metal products. The important sector to look at is chemicals/
rubber/ plastics, as it constitutes 11 percent of Jordanian output in the baseline, and is expected to
increase by 0.79 percent in the short run, and even 4.35 percent in the long run. We can therefore
conclude that the overall impact of the DCFTA is that it increases hazardous waste production, and
the agreement should be flanked by measures to improve the collection and management of
hazardous wastes in Jordan.
The Association Agreement, whose implementation is likely to be enhanced by the DCFTA, already
contains some references to improved waste management: most importantly, Art. 65 on the
environment foresees increased cooperation on waste management. Moreover, investment
promotion and the liberalisation of public procurement can contribute to increased investment and
knowledge transfer in the waste management sector.
The overall environmental effect of the DCFTA on the waste situation in Jordan will therefore
crucially depend on its provisions and effects on improved waste management, since the effect via
the economic channel is generally negative.

4.3.4 Ecosystems and biodiversity
Intensity of land use is expected to decrease a little in the modelled scenarios in the short run, with
0.023 percent, but is expected to increase in the long run with 0.20 percent. This could lead to an
initial small decrease in pressure on habitats due to the DCFTA, but will most likely increase the
pressure of land conversion in the long run. Furthermore since air pollution, water scarcity and
vulnerability to desertification are likely to increase to net effect of the DCFTA on biodiversity
becomes even more negative. On the other hand the DCFTA could lead to enhanced cooperation
between the EU and Jordan on climate change mitigating measures, soil improvement projects or
water saving methods, which would result in some improvement of ecosystems.
Wood and paper production is expected to decrease due to the DCFTA which might lead to a
decrease of pressure on the small remaining forest areas are which have a high biodiversity.
Production of most agricultural products is also likely to decline which might mitigate the pressures
of water availability and increased air pollution somewhat. On the other hand, some species have
become dependent on agricultural practices and may be endangered by a change in land use;
moreover the volume of agricultural production cannot tell us anything about the production
process, which may increase the use of fertilizers and pesticides and thus endanger ecosystems
and biodiversity. The fishing industry is expected to decline with a small percentage as well, which
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effects do not include a population increase, we could interpret this increase as an increase per capita; but as it is not
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could reduce the pressure on fish stocks in both fresh water and in the Gulf of Aqaba, especially in
the long run.

4.3.5 Climate change and energy
In the economic model, the impact of the DCFTA on the greenhouse gas mainly responsible for
global warming, CO2, can be established and thus the effect of the agreement on climate change.
In 2008, Jordan’s CO2 emissions amounted to 19 million tonnes. In tonnes emitted, CO2 easily
exceeds the classical air pollutants. It should be noted, however, that the effect of CO2 varies
widely from that of NOx, SOx and particulate matter. Unlike these air pollutants, CO2 has no direct
negative effect on human health and the environment. The external costs of CO2 emissions are
instead fully linked to the role CO2 plays as a greenhouse gas in global climate change. This can
include the impact of climate change on market sectors such as agriculture, forestry, and energy,
but also non-market sectors such as recreation or increased mortality.
In order to put a value on the CO2 emission increase due to the DCFTA, the costs of climate
change impacts need to be linked back to the amount of CO2 emitted, arriving at an estimated
value of the external cost per tonne of CO2. A uniform external cost estimate of an emitted tonne of
CO2 has not been established, but is considered by most economists to be in a range of $5 to
$35.234 The value derived depends on a lot of aspects, such as choices made in the calculation and
assumptions made in the effects of climate change. In line with the low estimates of the European
Environment Agency and with previous TSIAs, we assume a value of 20 Euro per tonne of CO2.
The impact of the DCFTA on climate change through an increase in CO2 emissions is relatively
small in the short run, but might become more pronounced in the long run; nevertheless, the impact
in the long-run depends on the processes used, technology development and use, and changes in
the energy mix towards less emitting sources (which are not explicitly captured in the model). The
CGE results indicate an increase of 0.65 percent in the short run, which corresponds with an overall
increase of 126 thousand tonnes of CO2 compared to the base year. In the long run, the increase
compared to the base year is calculated to be 1.43 percent, which results in an overall increase of
276 thousand tonnes in Jordan.
When these values are expressed in monetary terms, with reference to the current situation in the
country using the value of 20 euro per tonne for marginal external costs of carbon emissions, the
raise in costs would be approximately 2.5 million Euro in the short-run and 5.5 million Euro in the
long run, which would occur globally. These monetary values are of course highly dependent and
the value for external costs used; they are a rough estimate of the costs for global society which
are projected to occur due to economic changes in Jordan as a result of the DCFTA.
Furthermore, this estimation does not necessarily represent fully an additional cost to the society as
the difference in CO2 emissions in Jordan might not represent an increase in global emissions; it
may at least partially result in geographical redistribution of production and related CO2 emissions.
In fact, the CGE model predicts an increase in CO2 emissions due to the DCFTA in the EU-28,
Middle East, and Egypt as well; at the same time, the rest-of-world country aggregate is projected
234
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to decrease its emissions as a result of the DCFTA, at least in the long run (by 140 thousand
tonnes). The overall global effect in the long run would however still be that of a global emission
increase, namely by 310 thousand tonnes (mainly driven by the additional 276 thousand tonnes in
Jordan).
Finally, it should be noted that the numbers derived for changing CO2 emissions only look at
impacts of the DCFTA through the changes in economic / sectoral activity that it induces. They do
not take into account potential positive effects from the DCFTA, such as increased trade in
environmental goods or improved production techniques thanks to technology transfer.
Adaptation to climate change is not likely to be affected by the DCFTA, except for increased means
for adaptation through DCFTA induced welfare gains, and its small effect on water use (which
however needs to be seen in the context of severe water scarcity dominated by other issues than
the DCFTA).

4.3.6 Greening the economy
The composition effects reported in the sections on air pollution and water can give a first indication
of whether the DCFTA will make Jordanian production less pollution and resource intensive. The
quantitative analysis showed that sectoral shifts induced by the DCFTA mean increased air
pollution, and decreased water use in the long run – due to a relative shift of economic activity away
from agriculture, and into industry. The impact can thus be regarded as mixed.
However, the results of this quantitative exercise cannot take into account potential inner-industry
improvements in resource efficiency. Looking at the expected increases of agricultural exports from
Jordan to the EU (by 1-9% in the long run, and 10% for vegetable oils), we can assume that
especially the marketing possibilities for sustainably produced and organic products will improve,
which may affect water use and pollution positively. Similarly, increased exports in machinery and
metals sectors will also mean an increased need to comply with EU product and production
standards and potentially lead to cleaner production processes.
By strengthening the stipulations from the Association Agreement (which mentions modernisation
of the Jordanian industry and the impact of industrial development on the environment), the DCFTA
can further contribute to the process of greening the economy in Jordan, for example by means of
stimulating investments in resource efficient technology. The Association Agreement also includes
the intention to cooperate on water resource management, which will be an important flanking
measure in light of the increased agricultural exports from Jordan to the EU.
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5

Consultations and communication

5.1

Stakeholder consultation plan and implementation
Consultation with relevant stakeholders is a key element of the Trade SIA Methodology and hence
of our study. The input from stakeholders contributes to a more relevant and higher quality impact
assessment. The stakeholder consultation plan is a living document, which is continuously adjusted
and updated during the course of the study, according to progressing insights and comments from
civil societies. The different instruments used as part of our consultation plan for this Trade SIA are
summarised below.

5.1.1 Electronic consultation and dissemination
Website
Among the many lessons learned from previous Trade SIAs, uninterrupted communication with
stakeholders has proven to be a key element to take into consideration when conducting the study.
Therefore, as in previous studies, Ecorys has built a dedicated Trade SIA website for the DCFTA
EU-Jordan: www.trade-sia.com/jordan. Through this website, stakeholders are constantly updated
on the different activities in each phase of the study and its results.
Visitors of the website can access the following information:

 News items about the activities of the project team and the progress made so far;
 Background information about the DCFTA, the TSIA, and the study team;
 Information about the planning of consultation activities (local workshop, public meetings in
Brussels, etc.);

 Reports, presentations and minutes of meetings, which can be downloaded from the website.
The Executive Summaries of each report are also available in Arabic;

 Links to the social media channels (Facebook, Twitter and LinkedIn), to other TSIA websites,
relevant websites of the European Commission and EU Delegations, national government
websites, etc.;

 Contact information for questions and feedback.
Up until the 31st of August 2014, there have been 1,078 page views, with peaks in page views
around the public meeting in Brussels, after online publication of the draft Interim Technical Report
and in the week of the local workshop in Amman. Of the total views, approximately 24 percent of
the visitors are from Jordan. The average session duration is 3 minutes and 2 seconds.
Email
The feedback process is facilitated by the dedicated email address, available on the website,
through which stakeholders can directly contact Ecorys with questions, opinions, inputs and
comments. This email address is tsiajordan@ecorys.com.
Social media
Social media not only contribute to strengthening the communication between the stakeholders and
Ecorys, but also provide stakeholders with a platform to interact with each other on issues relevant
to the study. Therefore Facebook, Twitter and LinkedIn accounts are used to update stakeholders
on the progress made during the study, e.g. after publication of the inception report and to provoke
discussion.
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Newsletters
In addition, Ecorys publishes regular Newsletters to inform civil societies about new deliverables
and the progress of the project. A mailing list that includes NGOs, business associations, industry
organisations and special interest groups has been developed. The mailing list will continuously be
updated and complemented during the course of the project.
The website, email address, social media and the newsletters together facilitate the feedback,
which helps in validating the results, obtaining new information, adjusting the study’s focus, and
placing the results in a proper perspective.

5.1.2 Public meetings
The first public meeting has been organised on 18th of March in Brussels with the aim to meet and
to engage with European civil society and the key stakeholders. During the meeting, Ecorys has
presented the approach and methodologies applied in the study, as well as the assumptions and
the modelling choices made, as well as some initial findings. The public meeting was held after the
submission of the draft inception report (on the 26th of February 2014).
The second public meeting will be organised after the submission of the draft final report, on the
18th of September 2014. Additional meetings may be organised an ad hoc basis.

5.1.3 Local workshop in Jordan
In line with our efforts to engage the local civil societies in Jordan, a Trade SIA workshop was
organised in Amman on the 11th of June 2014. The results from the Draft Interim Technical Report
were discussed and inputs and/or feedback on this deliverable have been taken into account for the
final version of this report. In addition some of the feedback provided was taken up in the last
phases of the study (in-depth sector studies) and the final report.
More than 30 Jordanian participants from business and NGO’s were present at the workshop. A
relatively restricted workshop is preferred because it allows for more discussion and thereby
improves the usefulness of the event. Translators were present during the workshops for
simultaneous translations in Arabic and English.
The general programme of the workshop was as follows. After opening of the workshop by the
team leader of Ecorys, a representative of our Jordanian partner ISSNAAD gave an introduction to
the background and importance of the study. Ecorys then presented the used methodology. Then
the results from the draft interim technical report were presented in three modules covering the
expected economic-, social- and environmental effects. After each presentation from Ecorys a
Jordanian expert on the subject gave his reaction after which there were questions from the
participants and discussion. The workshop was finished with a presentation and discussion on the
selection of sectors for furthers in depth study in four case studies in the last phase of this study.
The most important aspect of the workshop was to provide ample room for discussion. The main
objective for Ecorys was to obtain feedback on the report and further inputs for the study, but also
to raise awareness of the upcoming DCFTA negotiations and to identify key persons / organisations
for later interviews for the sector studies in Phase 2 of the study. Both goals were achieved with the
workshop in Amman. A detailed report of the workshop is included in the annex of this interim
report.
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5.1.4 SME survey
Jordan can be characterised as a country of very small enterprises. More than 92 percent of (nonagricultural) private enterprises have less than five workers. SMEs account for almost 99 percent of
private enterprises in the country235. Involving SMEs in the study and assessing the DCFTA impact
on them is important as SMEs represent the vast majority of the companies in Jordan. They
contribute the bulk of employment and GDP. The most important tool for obtaining knowledge about
SMEs and the expected DCFTA impact on them is the online SME survey. The survey ran until the
1st of August 2014. The results are presented in Section 5.3.

5.1.5 Ad hoc consultations
In addition to the consultation activities above, ad hoc consultations have been organised. This
mainly included bilateral face-to-face interviews with selected stakeholders (including government
officials in Jordan), especially for the in-depth analysis in Phase 2 as well as for the qualitative
analysis in Phase 1. The local partner played a key role in conducting these interviews locally. We
strongly believe that such interviews are important means of receiving more detailed inputs of high
quality.

5.2

Overview of stakeholder inputs received
We are pleased with the inputs we have received so far from the stakeholders. Ecorys has
acknowledged and answered, to the extent possible, all suggestions and recommendations that
have been communicated.
An overview of the issues that have been raised by the stakeholders through the different
communication channels as well as our response to them is available in Annex C. The main inputs
and recommendations received so far include the following:







the need to have Arabic translations of the reports available;
the need to diversify stakeholder consultation tools;
the local workshop should be free and open;
the influx of Syrian refugees into Jordan should be taken into account,
the SME survey should not be biased in the sense that SMEs should also be able to indicate
potential adverse effects and not only the benefits of the DCFTA;

 the limits to democracy and freedom of speech in the country should be taken into account in
the consultation process;

 the investment chapter of the DCFTA, and the according effect on human rights, should be
assessed;

 the EU and Jordan have different approaches for implementing animal welfare standards. The
issue of animal welfare should be reflected in the report.
Local workshop in Jordan
In general the inputs we received during the workshop were quite critical on the existing trade
agreement with the EU and the expected effects of a DCTFA with the EU. Important criticisms that
were mentioned:

 The existing trade agreement with the EU did not lead Jordanian exports to the EU to grow as
expected, while imports from the EU have grown substantially. The present agreement thus
favours the EU much more than it does Jordan;
235

JEDCO (2003), Jordan National entrepreneurship and small and medium enterprises (SME) growth strategy 2014-2018,
concept December 2013.
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 Jordan’s existing trade agreement with the US is much more favourable to Jordan than the
agreement with the EU and has led to increased exports to the US. An exception to this is the
pharmaceutical sector which already had strong exports to the US and for which the agreement
did not bring the same advantages to Jordanian companies as for a sector as textiles;

 Practical market access for Jordanian companies to the EU market is limited because of
regulations (foremost the rules of origin) and the small size and often limited competitiveness of
Jordanian companies. Participants pointed out that Jordan has very limited natural resources
which makes it very difficult to comply with EU rules of origin regulation;

 Participants expected from a DCFTA with the EU more imports from the EU and no to negligible
rise in exports from Jordan to the EU. In this light participants found it hard to understand the
modelling outcomes presented by Ecorys which showed a growth in Jordanian exports to the
EU and GDP and a shift in the economic structure with a lower share of agriculture and higher
shares for industry and services.
In general the participants agreed with the proposed sectors and horizontal issues for in depth
cases studies in the phase 2 of this study: water availability and energy, pharmaceutical sector, two
services sectors. There were no concrete suggestions for specific services sectors. Additional
comments on sector selection were:

 Energy first, industry second, transport, third, also include ICT as fourth sector;
 Focus more on the issues of labour and the distribution aspects of the DCFTA impacts.

5.3

SME survey results

5.3.1 Introduction to the survey
To obtain more knowledge about SMEs in Jordan and to analyse the impact of the DCFTA on
SMEs in Jordan and the EU, we have conducted an online SME survey. In total, 82 respondents
filled out the survey, of which only 8 from Jordan. The link to the online survey was disseminated
via the SME Panel network of DG Enterprise & Industry and the project website www.tradesia.com/jordan.
It should be noted that the representativeness of the survey results for Jordan is relatively
low due to the limited response.

5.3.2 Sector and size of respondents
The respondents that filled out the survey are active in different sectors and differ in size. As shown
in Figure 5.1, the survey respondents adequately cover all three broad categories of the economy,
i.e. agriculture, industry and services.
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Figure 5.1 Distribution of survey respondents across sectors

When looking at the size of the responding companies in terms of employees, we see that the
majority of respondents represents an SME company according to the official EU SME definition, as
shown in Figure 5.2.
Figure 5.2 Company size of respondents

5.3.3 The DCFTA
Four respondents from Jordan answered questions on international trade. Two of them were aware
of the fact that the EU and Jordan are considering to start negotiations for a DCFTA. When asking
the Jordanian SMEs that are involved in international trade with the EU what trade barriers they
face, they only barrier that was mentioned was anti-dumping and anti-subsidy measures. These
companies did not have specific priority topics to be covered by the DCFTA.
The EU SMEs that export to Jordan mention administrative requirements (e.g. licences, other
formalities) as a barrier to trade. The EU SMEs that export to Jordan were also asked which topics
should be covered by the DCFTA. Their priorities are presented in Figure 5.3.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

123

Figure 5.3 Priority topics for the DCFTA according to EU exporters to Jordan
weighted score
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A large part (49 percent) of the respondents is convinced that the DCFTA will help their company
expand without any costs. A somewhat smaller group (14 percent) thinks that next to the benefits
they will also face some costs. On fifth of the respondents do not expect any benefits at all. Figure
5.4 shows the benefits and costs of the DCFTA that are expected by the surveyed SMEs. The
number of respondents that mentioned a specific cost or benefit gives an indication of the
importance of benefits and costs.
Figure 5.4 Expected costs and benefits of the DCFTA

5.3.4 Internationalisation support measures
Only one Jordanian SME has filled out the question what export promotion activities need to be
implemented or improved by the Jordanian government. This company would in particular need
more support in meeting potential buyers of our products/services (e.g. through matchmaking
events, trade fairs, etc.). This SME is not aware of the existence and activities of Enterprise Europe
Network.
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6

Screening and scoping

6.1

Screening criteria and indicators
The screening and scoping exercise performed in this Chapter identifies sectors or horizontal
(cross-cutting) issues that are expected to experience a significant impact from the implementation
of the DCFTA between the EU and Jordan. As such, it provides a filter between the macro-level
analysis carried out in Phase 1 and the detailed analysis at the grassroots-level of Phase 2. In
addition, it will enable us to identify specific areas of concern or interest that may require specific
attention in the negotiation process or warrant the development of flanking measures and
implementation support.
The selection of specific sectors and horizontal issues is based on the following five criteria:
1. Initial importance for the economy;
2. Expected economic impact of the DCFTA;
3. Expected social, environmental and human rights impact;
4. Stakeholder issues of special importance;
5. Strategic importance of sector / issue in the negotiation.
Criterion 1. Initial importance for the economy
The potential impact of a DCFTA on economic sectors differs with the importance and position of
this sector in the economy; e.g. a small change for an important sector (in terms of value added or
employment) might cause more impact than a large change for a very small sector at national level.
As such, percentage changes have to be interpreted in combination with a given sector’s initial
position in the economy. The initial importance of sectors for the Jordanian economy is assessed
using the following indicators:
1. Sector share in total value added;
2. Sector share in total high, medium and low skilled employment;
3. Sector share in total export to the EU.
Data used for this analysis are based on GTAP 9 (base year 2007) projected to 2011. The CGE
simulation uses the same data. Consequently, data are fully harmonized along the different stages
of the analysis, which enhances overall consistency of the report. Also, this makes the identification
of sectors for further analysis more transparent and easier to access.
Criterion 2. Expected economic impact of the DCFTA
The second criterion for the screening and scoping exercise is the impact of the DCFTA on specific
sectors and / or in relation to certain horizontal issues. Here, the CGE modelling results help to
detect economic effects on the sectoral level, whereas the causal chain analysis provides insights
for identifying relevant horizontal issues. Due to the properties of the CGE model used it is ensured
that the ‘enabling nature’ of certain facilitating sectors, e.g. transport, is taken into account in the
results. Combined with the first criterion, this criterion establishes a quantitative (economic) base for
the selection of important sectors and / or horizontal issues by showing were the main impacts from
the DCFTA are likely to occur.
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Criterion 3. Expected social, environmental and human rights impact
The additional analysis of social, environmental and human rights impacts (presented in Chapter 3)
also give an identification of sectors or issues that are crucial in either one or all of the above three
areas and for which sectors they would be most relevant. Using the additional analyses and causal
chain analysis, under this criterion we assess the direct and indirect effects of the DCFTA in the
three areas and flag issues relevant for specific sectors. Such effects include changes in production
structures (shift to sectors using different capital- high, medium and low skilled labour ratios) or
impacts in areas where specific environmental or social issues are at play.
CGE results are used as primary inputs for the social and environmental analysis. For the former
this particularly means using changes in employment for high, medium and low skilled labour,
whereas the environmental analysis uses changes in sectoral output and value-added, as well as
CO2 emission changes. This allows for drawing conclusions about DCFTA impacts on airborne
pollutants/GHG and poverty/income distribution, respectively.
Criterion 4. Stakeholder issues of special importance
This criterion aims to flag the issues of specific importance for the various stakeholders involved in
the DCFTA process. Through the consultation plan presented in the previous chapter (Chapter 5),
the Trade SIA incorporates inputs from civil society and key stakeholders of the DCFTA
negotiations and implementation. This can include areas that are considered as important for
various reasons by a large part of the stakeholder community and / or in the public opinion. In
addition, it can include issues of special political of policy importance, or issues of significance for
the relations between the EU and Jordan.
Criterion 5. Strategic importance of sector / issue in the negotiation
To ensure that the Trade SIA study remains relevant to the DCFTA negotiation process, the
importance of specific sectors / issues to the reality of the DCFTA process and negotiations is also
one of the screening criteria. This criterion takes into account specific offensive or defensive
interests of both negotiating parties or sectors / issues which are perceived as vulnerable or in need
of special attention in relation to possible flanking measures. Input for this criterion is delivered by
suggestions, comments and feedback from the main negotiators on specific issues.

6.2

Screening results

6.2.1 Criterion 1: Initial importance of the sectors for the economy
In order to determine the initial importance of each sector for the Jordanian economy, the Top 10
largest sectors in terms of their share in total value added end employment are presented in Table
6.1. In table 6.2 the different subsectors within services are presented in a similar way. These
values are based on projected GTAP 9.0 data and reflect 2011 data.
The Top 10 sectors in the Jordanian economy account for more than 91 percent of Jordan’s total
value added, almost 95 percent of high and medium skilled employment, and 85 percent of low
skilled employment, respectively. In terms of value added and employment the services sector is by
far the most important sector within the Jordanian economy. Services generate more than 61
percent of the total value added. Chemicals, rubber and plastics are another important sector with a
share of more than 10 percent in total value added. All other sectors contribute less than 4 percent
to total value added. Services and Chemicals, rubber and plastics combined are also the most
important employers in the country. The services sectors account for the vast majority of high and
medium skilled employment (73 and 80 percent respectively) and also are the most important
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employer of low skilled employees (29 percent of total). Chemicals, rubber and plastics also have a
large share in low skilled employment with almost 18 percent of total low skilled employment.
Table 6.1 Top 10 largest sectors in Jordan, by value added and employment
Rank

Sector

Share in total

Share in high

Share in

Share in low

value added

skilled

medium

skilled

(%)

employment

skilled

employment

(%)

employment

(%)

(%)
1

Services

61.2

73.4

80.1

29.3

2

Chemicals, rubber, plastics

10.6

7.4

5.9

17.7

3

Wearing apparel

3.9

2.8

2.2

6.6

4

Mining

3.7

5.0

2.3

1.7

5

Other processed foods

2.3

1.6

1.2

3.7

6

Vegetables and fruit

2.1

0.1

0.1

8.6

7

Textiles

2.1

1.5

1.2

3.5

8

Livestock and meat products

2.0

1.4

1.1

3.4

9

Other agriculture, forestry

1.9

0.1

0.1

7.5

10

Wood, paper, publishing

1.8

1.3

1.0

3.0

SUM

Sum of top 10 sectors

91.6

94.6

95.2

85.0

Source: GTAP 9 database, base year 2007, projected to 2011.

Table 6.2 Services subsectors by value added and employment, percentage of total Jordanian economy
Rank

Sector

Share in total

Share in

Share in

Share in low

value added

high skilled

medium

skilled

of the whole

employment

skilled

employment

economy (%)

(%)

employment

(%)

(%)
1

Other public services

25.1

35.2

28.6

1.1

2

Construction

11.5

7.9

4.5

21.0

3

Trade, distribution services

4.6

3.4

12.4

1.4

4

Finance and insurance services

3.9

5.5

7.7

0.1

5

Other transport and travel

3.8

5.1

6.3

1.5

6

Air transport

3.5

4.6

5.6

1.3

7

Communications services

2.9

3.8

4.6

1.1

8

Other business services

2.3

4.9

2.5

0.1

9

Utilities

1.8

2.1

2.1

1.3

10

Recreational, personal service

1.3

0.2

5.0

0.2

11

Water transport

0.5

0.7

0.8

0.2

Total services sectors

61.2

73.4

80.1

29.3

Source: GTAP 9 database, base year 2007, projected to 2011.

Within the services sector especially Other public services and Construction are important
subsectors with a share in total value added of 25 and 12 percent, respectively. The other public
services sector accounts for a large share in total high and medium skilled employment, while the
Construction sector is the most important employer for low skilled employees (share of more than
20 percent of total low skilled employment).
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Table 6.3 shows Jordan’s sectoral trade performance and thus points towards those sectors that
might be affected most by a DCFTA with the EU. Total exports as well as the importance of the EU
for Jordan exports are illustrated. In addition, the table depicts the rank in share in total value added
(see also Table 6.1). This will give insights in how top export sectors compare to their share in total
value added. Table 6.4 presents the different services subsectors.
Table 6.3 Top 10 export sectors for Jordan, by value and share
Rank

Sector

Export -

Share in total

EU share in

Rank in share

gross value

export value

total export

in total value

f.o.b. mln

(%)

value (%)

added

EUR
1

Chemicals, rubber, plastics

5.620

34.8

4.9

2

2

Services

3.618

22.4

44.7

1

3

Wearing apparel

1.291

8.0

3.1

3

4

Mining

1.162

7.2

13.2

4

5

Metals

969

6.0

12.9

11

6

Textiles

671

4.2

5.3

7

7

Vegetables and fruit

516

3.2

5.0

6

8

Other machinery

495

3.1

4.1

12

9

Wood, paper, publishing

398

2.5

5.6

10

10

Other processed foods

306

1.9

2.5

5

SUM

SUM

AVG

15045

93.1

15.5

Top 10 Summary Stats

Source: GTAP 9 database, base year 2007, projected to 2011.

Table 6.4 Services subsectors for Jordan, total exports
Rank

Sector

Export - gross

Share in total

EU share in total

value f.o.b. mln

export value of

export value of

EUR

whole economy

sector (%)

(%)
1

Air transport

971

6.0

43.1

2

Other transport and travel

833

5.2

45.7

3

Other business services

470

2.9

51.3

4

Other public services

410

2.5

34.7

5

Trade, distribution services

247

1.5

49.0

6

Construction

203

1.3

45.9

7

Water transport

199

1.2

47.6

8

Recreational, personal service

95

0.6

45.9

9

Finance and insurance services

76

0.5

43.5

10

Communications services

73

0.5

45.4

11

Utilities

42

0.3

41.4

SUM

SUM

AVG

3618

22.4

44.7

Total all services sectors

Source: GTAP 9 database, base year 2007, projected to 2011.

The top 10 export sectors account for more than 93 percent of total exports. The sectors with the
largest share in total exports are Chemicals, rubber and plastics and Services (35 and 22 percent of
total export value, respectively). Other important export sectors with an export value of more than
€1 billion are wearing apparel and mining (shares in total export value of 8 and 7 percent,
respectively). Overall the EU is not a dominant export destination for Jordanian exports. On
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average 16 percent of the total value of Jordanian exports are destined for the EU (also for the top
10 sectors). An exception to this are services. Almost 45 percent of exports from this sector are
destined for the EU. Within services almost all subsectors have a share of more than 40 percent of
exports to the EU. The most important export services sectors are Air Transport and Other
transport and travel (share of 6 and 5 percent of total exports, respectively).
Agricultural products generally are not important export products for Jordan. Only the sector
vegetables and fruit is in the top 10 exporting sectors, with a share of 3 percent in total export
value.
The first column of Table 6.2 illustrates that in general the sectors that are important in terms of
value added are also important in terms of exports and vice versa. Of the ten sectors with the
largest share in value added eight are among the top 10 most important exporting sectors. The top
four exporting sectors in Table 6.3 are also the four sectors with the largest share in value added:
services, chemicals, rubber and plastics, wearing apparel and mining. The sectors metals and other
machinery are in the top 10 exporting sectors but hold only the eleventh and twelfth position in
terms of shares in value added.
The top sectors in terms of contribution to value added and employment and the sectors with a
contribution to total exports of more than 2 percent are selected for further analysis under this first
screening and scoping criterion, as these sectors are considered of highest importance for the
Jordanian economy (GDP, employment, exports). In a similar way the top four subsectors of
services are selected (see also paragraph 6.3).

6.2.2 Criterion 2: Expected economic impact of the DCFTA
The quantitative results of our modelling exercise as presented and discussed in Chapter 2 are
considered here at sectorial level for Jordan to identify the sectors for which we expect the biggest
impacts in economic terms. In addition we consider key horizontal issues that are expected to be
relevant to the DCFTA implementation and potential impact.
Sector level economic impacts
Table 6.5 presents the sectors for which the expected change in value added and/or exports is
highest in relative terms, either positive (expansion of the sector) or negative (contraction of the
sector). The table includes the sectors for which the long run change (either positive and/or
negative) in value added is more than three percent and/or in exports more than ten percent and/or
in exports to the EU more than twenty five percent. Also sectors with a baseline share of more than
three percent in value added are presented.
The table shows that the sector other manufacturers is expected to experience a substantial
relative expansion in value added (more than 50 percent) and also in total exports and exports to
the EU. The sector with the second largest growth in value added is chemicals, rubber and plastics
with an expansion of 4,4 percent. This is especially relevant since this is the second largest sector
in the baseline in terms of value added, the largest exporting sector and an important employer.
Exports from this sector are also expected to go up (by 10 percent) and especially exports to the
EU (up by 36 percent). Overall growth in value added is expected mostly in manufacturing sectors.
The value added in services, by far the largest sector in the economy, will also grow, although with
less than one percent and exports from this sector will decrease slightly. With chemicals, rubber
and plastics and services the two largest sectors in terms of value added and employment are
among the sectors that will grow in value added and output from the DCFTA. The other sectors with

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

129

value added growth are much smaller sectors in the Jordanian economy and are not in the top 10
sectors with largest share in value added in the baseline.
Table 6.5 Most important sectors based on economic impact of DCFTA (% changes from baseline, long
run effects)
Sector

Baseline

Change in

Change in

Change in

Change in

share Value

VA (%)

exports (%)

exports to

imports (%)

added (%)

EU (%)

Other manufactures

0.1

50.7

84.6

117.0

-3.4

Chemicals, rubber, plastics

10.5

4.4

9.9

36.1

6.9

Motor vehicles, transport eq

0.2

2.9

13.6

49.5

1.6

Electrical machinery

0.6

2.3

42.6

96.0

9.2

Metals

1.7

1.7

9,4

37.8

4.1

Petrochemicals

0.8

1.6

4.0

6.8

0.7

Services

61.6

0.6

-1.7

-1.8

2.8

Other machinery

1.0

0.2

16.3

81.0

2.4

Mining

3.7

-1.0

-1.6

-1.6

1.5

Wearing apparel

3.8

-1.5

-1.5

7.5

10.9

Fabricated metal products

0.7

-1.7

9.4

39.5

7.8

Livestock and meat products

2.0

-3.3

9.7

55.8

13.2

Other processed foods

2.2

-4.0

4.3

25.0

7.6

Non-metallic mineral products

0.9

-5.0

10.9

51.9

10.2

Grains

0.5

-5.7

8.7

19.3

2.5

Leather

0.2

-5.7

-1.1

6.9

3.9

Beverages and tobacco

0.8

-33.5

2.6

9.3

74.4

N.B. The sectors are sorted based on the expected change in value added. The baseline share in the first column is the initial
value added share of the sector in total value added.
Source: GTAP 9.0 database, IIDE CGE modelling calculations.

The DCFTA will also lead to a drop in value added in different sectors. The sector with the largest
decrease in value added is by far the beverages and tobacco sector. Value added of this relatively
small sector (0.8 percent share in value added in the baseline) will decrease with almost 34 percent
while imports of these products grow substantially with more than 74 percent. Other sectors that will
have a decrease of value added of 5 percent or more are non-metallic mineral products, grains and
leather (-5.0, -5.7 and -5.7 percent respectively). Import ant to mention are the sectors wearing
apparel and mining as relatively large sectors in the Jordanian economy (rankings three and four in
terms of share in value added in the baseline). Both will experience a decrease in value added (-1.0
and -1.5 percent respectively) and in exports (-1.6 and -1.5 percent respectively).
When looking at effects on exports, for most sectors growth is expected. Exceptions are services,
mining, wearing apparel, leather and textiles. The decreases in these sectors are limited and
between 1,0 and 1,7 percent. Sectors with more than 10 percent export growth are Other
manufactures, Motor vehicles, Electrical machinery, Other machinery and Non-metallic mineral
products.
The sectors that economically benefit the most from the DCFTA are Chemicals and the
manufacturing of machinery. Sectors that will decrease in size are mostly food and agriculture
related (including some food manufacturing sectors).
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Based on the CGE modelling results it is relevant to note that in terms of horizontal issues the
removal of NTMs will generate a significant positive impact for Jordan. In the long run, almost half
of the expected increase in national income for Jordan will be due to the removal of NTMs on goods
trade.

6.2.3 Criterion 3: Expected social and environmental impact (including human rights)
The analysis of key issues in social and environmental spheres as well as of key channels of
potential social and environmental impacts of a DCFTA as presented in chapters 3 and 4 suggest
several issues and sectors of importance.
Social impact
The social analyses in Chapter 3 have shown that the DCFTA will not have considerable impacts
on poverty (absolute, relative, depth), inequality and vulnerable groups. The issue that was
considered as a possible horizontal issue for in-depth study in the next phase of the Trade SIA, is
the presence of the around 500,000 Syrian refugees, who are settling in Jordanian refugees
camps, but also in existing communities. This puts pressure on local communities and many areas
show an increase in rental prices and increasing competition on the labour market. The latter
results in more unskilled and underpaid informal employment (see Chapter 3 for more details on
this issue). An important question is however how structural the presence of the Syrian refugees in
Jordan will be. It is to be expected that with possible future improvement in the political and
especially the security situation in Syria refugees will return to their home country.
Environmental impact
The main environmental issues that are relevant for screening and scoping currently are related to
air pollution, water scarcity, waste, and biodiversity and ecosystems.
Regarding air pollution in Jordan, the energy sector is currently the largest air polluter of NOx and
SOx, followed by (road) traffic emissions. Another large contributor to air pollution is the cement
industry. According to the CGE model, the cement industry is likely to shrink as a result of the
DCFTA, however, traffic and utilities will probably increase in terms of output values. This leads to
an increase in air pollution.
The largest user of scarce water in Jordan is the agricultural sector, with a share in total water use
of 65 percent. As a result of the DCFTA, water use will decrease. This is largely driven by the
agricultural sector, whose share in GDP decreases in the long run according to the CGE model.
Hazardous waste production is largely determined by a few economic sectors, namely Chemicals,
rubber, plastics, petrochemicals, pharmaceuticals, textiles and leather, and fabricated metal
production. The DCFTA will lead to an increase in output of Petrochemicals and Chemicals, rubber
and plastics, 11% of output in the baseline, and to a decrease in Textiles and leather and
Fabricated metal products.
The production of wood, paper, publishing is expected to decrease due to the DCFTA, which might
lead to a decrease in pressure on the small remaining forest areas which contain high biodiversity
and valuable ecosystems. The fishing industry is expected to decline with a small percentage as
well, which could reduce the pressure on fish stocks.
For the selection of sectors, we will include utilities, other transport services, petro-chemicals and
“chemical, rubber, plastics in our long-list as important sectors from an environmental point of view.
These sectors will put additional pressure on the environment as a result of the DCFTA.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

131

6.2.4 Criterion 4: Stakeholder issues of special importance
Up to now, we have received input from the stakeholders through the public meeting in Amman, the
dedicated email address, the stakeholder workshop that was organised in Cairo, and bilateral
interviews.
The stakeholders so far raised a few specific points that are relevant for the screening and scoping
exercise. Mostly concerning horizontal issues and not so much specific sectors. The comments are
included in Table 6.6 below, together with issues that are found in the media and comments
received from our local partners. Because the DCFTA negotiations between the EU and Jordan
have not yet started, the DCFTA has not received extensive attention from civil society in Jordan
and inputs for sector specific issues are still limited.
Table 6.6 Stakeholder specific issues
Comment

Relevant sector / horizontal issue to which this
comment may relate


Scarcity of natural resource (water and energy).

The EU and Jordan have different approaches for



Animal welfare;

implementing animal welfare standards. The issue of



Livestock and meat products.



Human rights.

Given that the current Association Agreement already



SPS;

includes tariff liberalisation, there will be more



TBT;

emphasis on regulatory approximation. This implies



IPR;

that Jordanian standards will need to approach the EU



Competition policy.



Workers rights and human rights.



Syrian refugees.

Scarcity of natural resources (mostly water and
energy) is an important issue for Jordan.

animal welfare should be reflected in the report.
There should be attention in the study for the effects
of the DCFTA on investments and human rights

in areas like SPS, TBT, IPR, competition, etc. In
general, this is not an easy exercise for countries like
Jordan.
The study should assess the way in which companies
are implementing the international guidelines, and
what kind of impact it has on human rights.
Syrian war and Syrian refugees in Jordan.

6.2.5 Criterion 5: Strategic importance of sectors and/or issues in the negotiations
Because the negotiation process has not started yet, the sectors and issues of specific interest for
the DCFTA process that were mentioned in the Inception Report remain valid. These sectors and
issues are based on inputs from the Steering Committee and the EU Delegation in Jordan. It
concerns the following sectors and issues:

 Scarcity of natural resources (including water);
 Pharmaceuticals (part of sector Chemicals, rubber and plastics). Pharmaceuticals are an
important export product of Jordan, with the US as an important export destination being. At
present the EU is not an important export destination for Jordanian pharmaceuticals;

 Services (since these are not /less dependent on natural resources such as water).
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Services
The services sector consists of many subsectors and as mentioned before forms the largest part of
the Jordanian economy. Therefore services as a whole is to big a sector for an in depth cases study
in this TSIA. Therefore two subsectors from services will be analysed in the cases studies.
Data available at European Commission shows that the opening in Jordan to foreign companies in
certain sectors is considered to be less restrictive than foreseen under Jordan's GATTScommitments and more restrictive in other sectors. These differences can mainly be found in the
following sectors:






Financial services;
Télécommunications;
Transportation;
Professional services.

Based on the possible impact of further liberalisation in these sectors we propose to have financial
services and telecommunications as the two subsectors to be selected for case studies.

6.3

Selection of sectors and horizontal issues
Having thoroughly assessed the study results according to the five screening criteria for the various
sectors, we summarise this assessment for all five criteria and present our proposed selection of
sectors / issues, which can be considered of highest importance for the DCFTA negotiations
between the EU and Jordan.
Table 6.7 summarises our assessment at sector level. The thresholds for being included as a
potential sector for further analysis are the following:


Criterion 1: Sectors that have an important value added and/or employment or export share (to
the EU);



Criterion 2: Sectors that experience significant changes in the main economic variables;



Criterion 3: Sectors that increase output and are associated with causing social, environmental
and human rights impacts;



Criterion 4: Sectors of special importance to civil society;



Criterion 5: Sectors that are considered strategically important by the steering committee and /
or the EU delegation in Amman.

Shortlisted sectors
Based on the five criteria and our assessment at sector level, we have identified seven sectors as
potentially relevant for further study in phase 2 of the Trade SIA:

 Services:
-

Financial services;

-

Telecom services.

 Pharmaceuticals (part of Chemicals, rubbers and plastics);
 Livestock and meat products;
 Other processed foods.
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5. Importance for negotiations

4. Civil Society

1. Initial importance

2. Economic impact

3. Social / environmental impact

Table 6.7 Screening and selection of sectors



Grains
Vegetables and fruit



Other agriculture, forestry
Fisheries


Mining



Livestock and meat products



Vegetable oils
Other processed foods






Beverages and tobacco
Textiles



Wearing apparel




Leather
Wood, paper, publishing




Petrochemicals
Chemicals, rubber, plastics



















Non-metallic mineral products


Metals
Fabricated metal products
Motor vehicles, transport



Electrical machinery



Other machinery





Other manufactures


Services



Utilities
Construction





Trade, distribution services
Other transport and travel





Water transport
Air transport



Communications services



Finance and insurance services



Other business services



Recreational, personal service
Other public services
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Selection of sectors
First of all we also propose to look in more detail into the sector Chemicals, rubbers and plastics,
and more precisely into the Pharmaceutical sector. This major employer and producer is also the
top exporting sector in Jordan, although exports to the EU are relatively limited. It is important to
see what the effects of the DCTFA with the EU will be for this sector. Furthermore, the impact on
the environment of this sector, and in particular on hazardous waste, will be negative.
Services subsectors are not separately modelled in the CGE modelling. Since services are by far
the largest sector in the economy we propose to select at least two services subsectors. Based on
the present levels of market access and potential for further liberalisation the following services
sectors are selected:

 Financial services;
 Télécommunication services.
Selection of horizontal /crosscutting issues
Several horizontal issues appear under the five screening and scoping criteria, including: Humanand workers rights, animal welfare, SPS, TBT, IPR, competition policy, Syrian refugees and scarcity
of natural resources (including water). The latter issue turns out to be an important one, because
the DCFTA will put more pressure on the available natural resources and especially water. This
stems from the increase in output in the Jordanian economy, especially in manufacturing sectors,
which will lead to an increasing need and use of natural resources including water.
Based on its interrelation with many sectors of the economy, the environment, and human health,
we propose to investigate water scarcity and quality and energy as a horizontal crosscutting issue
in more detail in phase 2 of the study.
List of case studies:






Pharmaceuticals;
Financial services;
Telecom services;
Water scarcity and quality and energy.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

135

7

Pharmaceuticals

7.1

Introduction
The pharmaceutical sector in Jordan takes up an important position due to its high share in total
exports. It’s also an important part of the export growth strategy of the country.236 Part of the sector
is also involved in the local production for the domestic market. Table 7.1 show the relevant HS
codes and description of the products in the sector.
Table 7.1 Pharmaceutical sector product code classification (HS2014)
HS Code

Product description

30.01

Glands and other organs for organo-therapeutic uses, dried, whether or not powdered;
extracts of glands or other organs or of their secretions for organo-therapeutic uses; heparin
and its salts; other human or animal substances prepared for therapeutic or prophylactic uses,
not elsewhere specified or included.

30.02

Human blood; animal blood prepared for therapeutic, prophylactic or diagnostic uses; antisera
and other blood fractions and modified immunological products, whether or not obtained by
means of biotechnological processes; vaccines, toxins, cultures of micro-organisms (excluding
yeasts) and similar products.

30.03

Medicaments (excluding goods of heading 30.02, 30.05 or 30.06) consisting of two or more
constituents which have been mixed together for therapeutic or prophylactic uses, not put up
in measured doses or in forms or packings for retail sale.

30.04

Medicaments (excluding goods of heading 30.02, 30.05 or 30.06) consisting of mixed or
unmixed products for therapeutic or prophylactic uses, put up in measured doses (including
those in the form of transdermal administration systems) or in forms or packings for retail sale.

30.05

Wadding, gauze, bandages and similar articles (for example, dressings, adhesive plasters,
poultices), impregnated or coated with pharmaceutical substances or put up in forms or
packings for retail sale for medical, surgical, dental or veterinary purposes.

30.06

Pharmaceutical goods specified as:


Sterile surgical catgut, similar sterile suture materials and sterile tissue adhesives for
surgical wound closure;



Sterile laminaria and sterile laminaria tents;



Sterile absorbable surgical or dental haemostatics;



Pacifying preparations for X-ray examinations and diagnostic reagents designed to be
administered to the patient, being unmixed products put up in measured doses or
products consisting of two or more ingredients which have been mixed together for such
uses;



Blood-grouping reagents;



Dental cements and other dental fillings; bone reconstruction cements;



First-aid boxes and kits;



Chemical contraceptive preparations based on hormones, on other products of heading
29.37 or on spermicides;



Gel preparations designed to be used in human or veterinary medicine as a lubricant for
parts of the body for surgical operations or physical examinations or as a coupling agent
between the body and medical instruments; and



236

Waste pharmaceuticals, that is, pharmaceutical products which are unfit for their original

European Neighbourhood and partnership instrument. Country strategy paper: Jordan.
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HS Code

Product description
intended purpose due to, for example, expiry of shelf life.

For Jordan, the product focus within the pharmaceutical industry is on prescription and over-thecounter drugs (mostly 30.03 and 30.04). Specialities in terms of type of drugs are antibiotics, antiulcer drugs, hormones, anti aids/cancer treatments and dosage equipment.237

7.2

Key characteristics of the pharmaceutical sector

7.2.1 General sector characteristics at the global level
The global pharmaceutical industry is worth around USD 300 billion a year.238 Historically, the
industry is known for its stable growth and profitability. This growth is expected to continue,
although strong competition and political pressure for affordable medicines have decreased
margins and profitability.239
The industry is research intensive, highly innovative and requires a delicate balance between
human capital and access to technology.240 The essential position of R&D for the sector is visible in
the general distinction made in two types of pharmaceutical companies:


Originator companies undertake research into new pharmaceuticals, develop them from the
laboratory to marketing authorisation and sell them on the market. The process up to the
introduction of new medicines on the market is lengthy and includes cost-intensive R&D. Only
one to two in every 10,000 substances synthesized in laboratories becomes an approved and
marketed medicine. The total costs of researching and developing a new medicine easily
surpasses EUR 1 billion;241



Generic companies use a business model aimed at the development of a medicine which is
identical or equivalent to (already existing) originator products. Generic companies market their
products as soon as the originator product encounters loss of exclusivity, and their products are
sold at a much lower price than the original product.242

The difference between these two types of pharmaceutical companies is clearly visible when
comparing the average cost structure. Table 7.2 shows this different cost structure for a sample of
several European pharmaceutical companies. For originators, R&D activities take up 18 percent of
the total turnover. The European foundation of Pharmaceutical Industries and Foundations finds
comparable numbers for 2010. With R&D expenditures amounting to 16 percent of total net sales,
the European innovator pharmaceutical sector is by far the most R&D intensive sector within the
Union, with 6 percentage points difference with the second most R&D intensive sector (Software
and computer services) and 4.5 times more R&D investment as the European sector average.243
Due to the different cost structure of generic companies, their products can be offered at
substantially lower prices as compared to the pre-expiry prices of original products.
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Jordan Investment Board. URL =
http://www.jordaninvestment.com/industrysectors/pharmaceuticalsector/tabid/91/language/en-us/default.aspx.
WHO. URL= http://www.who.int/trade/glossary/story073/en/.
EvaluatePharma. (2013) World Preview 2013, Outlook to 2018: Returning to Growth.
Sharabati, A.A. and Jawad, S.N. (2010) Intellectual capital and business performance in the pharmaceutical sector of
Jordan. In: Management Decision, 48(1), pp. 105-131.
European Commission. (2012) Pharmaceuticals Sector Fiche (16.12.2011).
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Table 7.2 Cost structure of orginators and generic companies (% of annual turnover)
General
Marketing,

adm. and

promotion

Manufacturing

R&D

overhead

Distribution

Others

Originators

21%

21%

18%

7%

1%

2%

Generics

13%

51%

7%

6%

3%

1%

Source: European Commission. (2009) Pharmaceutical Sector Inquiry: Final Report. Based on a sample of 32 originators and
16 generics.

The Pharmaceutical industry can be characterized as a highly regulated market. Examples are
government price controls, rules on marketing and promotion on the demand side, and product
safety controls, regulatory oversight of manufacturing and property rights protection on the supply
side. These regulations serve to find a balance between realising two different (morally driven)
goals:


Innovation. From a welfare point of view, innovation in health care is desirable. The high R&D
investment costs for new medicines however needs a favourable combination of margins and
sales of the product to become financially viable. With the goal of stimulating the discovery,
development and marketing of new drugs, governments and international bodies have an
incentive in implementing regulations that increase the expected return of new drugs for
pharmaceutical companies and thereby the availability of new drugs.244 An important policy in
this context is intellectual property right protection (e.g. patent rights), which gives originators a
temporary monopoly position;245246



Access to healthcare. About half of the world population lacks adequate access to necessary
medicines, primarily as a result of not being able to afford these medicines The lower the price
of medicines, the higher the accessibility (of vulnerable groups). Several studies find a clear
(negative) correlation between competiveness and prices. Increased competitiveness can be
achieved by lower restrictions on generics, in turn resulting in lower prices. Several studies have
found a positive relation between the extent of protection of originators and the drug prices.247

Although the regulatory actions described above have a common general goal of improving
healthcare, changing the level of IPR protection means a trade-off between the two. Policy makers
are therefore faced with finding an optimal balance between innovation and access. This optimal
point of protection can vary between countries and regions as a result of different shares of
originators and generics per country or region and differences in income levels and health
insurance systems.
The global pharmaceutical industry is dominated by a few large multinational companies, although
none have a market share big enough to dominate the market by itself. The world’s 20 biggest
pharmaceutical companies claim a world market share of 66 percent, with the individual share
ranging between 1.5 percent and 6.5 percent. The market share of generics is between 10-15
percent. This share is not expected to rise significantly up to 2018. 248
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246
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Cockburn I.M. Intellectual Property Rights and Pharmaceuticals: Challenges and Opportunities for Economic Research. In:
WIPO, The Economics of Intellectual Property.
Abbott, R.B. et al. (2012) The Price of medicines in Jordan: the cost of trade-based intellectual property. In: Journal of
Generic Medicines, 9(2), pp. 75-85.
Cockburn I.M. Intellectual Property Rights and Pharmaceuticals: Challenges and Opportunities for Economic Research. In:
WIPO, The Economics of Intellectual Property.
See Ibid.; Kaplan, W and Laing, R. (2005) Local Production of Pharmaceuticals: Industrial Policy and access to Medicines:
An overview of Key Concepts, Issues and Opportunities for Future Research. HNP Discussion Paper; UNAIDS. (2012)
The Potential Impacts of Free trade Agreements on Public Health; Heimler, A. The Pharmaceutical Industry and Parallel
Trade.
EvaluatePharma. (2013) World Preview 2013, Outlook to 2018: Returning to Growth.
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7.2.2 Main characteristics of the pharmaceutical sector in the EU
The European share in total global sales of pharmaceutical products is 27 percent.249 Within the
European Union, the Pharmaceutical industry is the fifth largest sector taking up 3.5 percent of the
total EU manufacturing value. The industry consists mostly of originators and is focused on growth
through innovation, pushing up R&D costs of firms. The market is driven by a few large companies,
heavily involved in this R&D.250 Several SMEs are also active, but their focus is on innovations and
selling these to the larger companies, or the production and marketing of generic drugs for
domestic markets.251
Regarding exports and imports, the share of the EU in total world exports is 67 percent.252 Provided
that European companies can provide a significant share of the products themselves, it is not
surprising that the EU share in total world pharmaceutical imports of 38 percent is lower than the
share in exports. From 2003 onwards, EU exports, import and the trade balance have shown an
increasing trend. Regarding pharmaceutical trade with Jordan, the EU has a positive trade balance.
Exports to Jordan take up 0.29 percent of total EU Pharmaceutical exports; for imports this share is
0.005 percent.253

Source: UNCOMTRADE data, reference year: 2013.

In terms of general performance, the EU sector faces several market challenges. These include
heavy competition from traditional producers like the US and Japan, increasing competition from
fast developing economies like China and India,254 upcoming expiration of patents on several key
drugs and increasing pressure to reduce prices to react to cutbacks on healthcare.255 As a result of
this increasing pressure on prices, several mergers and acquisitions have taken place. 256
Furthermore, companies seek to expand their revenue by market expansion into foreign markets
and are transferring part of their production and R&D to upcoming markets in Asia, Latin America
and the MENA region.257
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EFPIA, 2011 data.
Ecorys. (2009) Competitiveness of the EU: Market and Industry for Pharmaceuticals: Volume II: Markets, Innovation &
regulation.
European Commission. (2009) Pharmaceutical Sector Inquiry: Final Report. Based on a sample of 32 originators and 16
generics.
UNCOMTRADE data, reference year: 2013.
Ibid.
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EvaluatePharma. (2013) World Preview 2013, Outlook to 2018: Returning to Growth.
Kiriyama, N. (2011) Trade and Innovation: Pharmaceuticals. In: OECD Trade Policy Working Paper No. 113.
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7.3

Main characteristics of the pharmaceutical sector in Jordan

7.3.1 Size and structure
The pharmaceutical sector in Jordan is of specific interest to Jordanian policy makers. It is a
knowledge intensive, human capital intensive and export oriented sector.258 It is second in export
size just after phosphate. The distinguishing feature of the pharmaceutical sector is that it exports
final goods, whereas phosphate is exported as raw material. Regarding input, nearly all
pharmaceutical material intermediate inputs for manufacturing are imported, mostly originating from
China, India, the US, 259 and the EU.260
The lion’s share of the Jordanian companies are generics focusing on manufacturing and
distributing drugs; around 97 percent of these are branded generics and 3 percent operate through
licencing agreements.261 Approximately 4 percent of total sales is spent on R&D.262 On average
about 30 percent of the sales of Jordanian pharmaceutical companies serves the domestic
market,263 mostly distributed through pharmacies and hospitals. However, despite a relative wellfunctioning and high standard health care system and some medical tourism into Jordan, the
domestic market is small, forcing most Jordanian companies to export.
Around 18 Jordanian firms are operating in the market.264 None of these companies has a dominant
positon in the market. Most can be categorised as SMEs with 100-500 employees. A few
companies have more employees, up to 1,000. The largest company employs 7,000 people
worldwide.265
Although estimations differ as a result of several sector definitions used in practice, a total of
around 8,000 employees are employed in the Jordanian sector, 266 with around half employed in
manufacturing directly and the other half through indirect employment.267 Almost half of the staff are
estimated to have an university degree. 268 269

7.3.2 Jordan’s trade in pharmaceutical products
Around 70 percent of pharmaceutical sales of Jordanian companies takes place in foreign markets.
Table 7.3 shows the total and pharmaceutical exports for Jordan in 2003 and 2013. Pharmaceutical
exports account for approximately 9 percent of total exports, and show an increase of 2 percentpoints compared to 2003. These are mostly finished generic drugs for foreign markets.
Pharmaceutical imports take up 2 percent of total imports. These are mostly drugs that are not
produced in Jordan and therefore need to be imported from foreign markets. Whereas the high
growth in imports in Jordan has resulted in an increase in its trade deficit of almost 5 times in the
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Ayoub, R. and Qadoumi, H. (2007) Pharmaceuticals in Jordan: Sectoral report. Awraq investments, Research division.
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period of 2003-2013, the pharmaceutical sector has shown an increase in its positive trade balance
as a result of an even higher export growth.
Table 7.3 Total and pharmaceutical exports of Jordan, 2003 and 2013, US dollars
2013

All sectors
Pharmaceutical
sector
Pharmaceutical
sector share

Exports

Imports

7,920

21,549

721

496

9%

2%

2003
Balance of

Balance of

Exports

Imports

-13,629

3,082

5,653

-2,571

225

211

193

18

7%

3%

Trade

Trade

Source: UNCOMTRADE. Pharmaceutical classification: HS02 code: 30 – Pharmaceutical products

The sharp differences between the pharmaceutical sector and the country totals regarding exports
and imports is made visible in Figure 7.1. In terms of exports, both the country total and the
pharmaceutical sector show a positive trend between 2003-2013. However, growth of
pharmaceutical exports has been higher than that of total exports. If current trends of increasing
exports of the pharmaceutical sector and stagnating growth of the total exports continue, this gap
will increase. The import side shows a reversed picture. Here, although both the total and the
pharmaceutical sector show an increasing trend of imports, total imports have been, on average,
increasing faster than pharmaceutical imports.
Figure 7.1 Development of Jordan exports and imports

270

Source: UNCOMTRADE. Pharmaceutical classification: HS02 code: 30 – Pharmaceutical products

At a more product-specific level, Table 7.4 shows the top10 export and top10 import products, by 4digit HS code. The fourth and seventh largest products in terms of export are medicaments.
Together, these two products account for almost all pharmaceutical exports from Jordan.271 On the
import side, medicaments take up the fifth place of total import share per product group with 2% of
total imports. Interestingly, a comparable value of Medicaments HS30.04 that is exported is also
imported. This shows the product specialism at work in the sector; whereas the sector focuses on
the production and sales of certain types of drugs, specifically several branded generics, next to
other branded generics, the demand for drugs that is still patented and not licenced with Jordanian
manufacturers, has to be imported from manufacturing locations of the originators.
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2005 value shave been estimated as the average of 2004 and 2006.
6%+3%=9%; see Table 7.3.
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Table 7.4 Top 10 products in terms of export and import in Jordan, 2013
Share in
HS

Share
HS

Description

total

code

Description

in total

code
export

61.14

31.04

Other garments, knitted or
crocheted
Mineral or chemical
fertilisers, potassic

11%

8%

Import

27.10

27.09

Petroleum oils, other than crude

12%

Petroleum oils and oils obtained
from bituminous minerals, crude

11%

Motor cars and other motor
25.10

Natural calcium phosphates

5%

87.03

vehicles principally designed for
the transport

Medicaments (excluding
30.04

goods of heading 30.02,

6%

27.11

30.05 or 30.06)

31.02

07.02

Mineral or chemical
fertilisers, nitrogenous

Tomatoes, fresh or chilled

goods of heading 30.02,

Petroleum gases and other
gaseous hydrocarbons

2%

Medicaments (excluding goods
3%

30.04

of heading 30.02, 30.05 or
30.06)

4%

85.17

3%

99.99

Medicaments (excluding
30.03

3%

30.05 or 30.06)

2%

Electrical apparatus for line
telephony or line telegraphy

2%

Commodities not specified
according to kin

2%

Insulated (including
85.44

enamelled or anodised) wire,

2%

60.06

Other knitted or crocheted fabrics

cable
01.04
81.08

1%

Live sheep and goats
Gold (including gold plated
with platinum)
Total top 10

3%
0%
45%

10.01
39.01

Wheat and meslin

1%

Polymers of ethylene, in primary
forms

1%
Total top 10

37%

Source: UNCOMTRADE.

A clear difference between imports and exports can also be observed in the geographical coverage.
Figure 7.2 shows geographical shares in exports and imports. In terms of exports, the lion’s share
is being exported to the MENA region, with Saudi Arabia taking up 20 percent of the Jordan
exports. Total exports to the EU have traditionally been small and have remained so up until the
present with only 1 percent of exports going to the EU. The main destination countries within the
EU are Germany, the UK and Belgium. This lack of growth in exports to the EU is not uncommon in
the region. Whereas many BRIC economies have increased their exports to the EU in the last
years, despite a growth of the pharmaceutical market in several other MENA countries, the overall
exports to the EU for these countries has not increased.272 Several of the larger Jordanian
pharmaceutical companies consider the MENA region as their main market273 and invest in this
market. This is due to demographic developments, growing demand of healthcare274 and the lack of
local producers in the regions to fulfil domestic demand; most countries in the region produce less
than 50 percent of the national consumption.275

272
273

274
275

European Commission. (2012) Pharmaceuticals Sector Fiche (16.12.2011).
Hikma Pharmaceuticals. (2014) Hikma Factsheet.; Interview with a representative from The Jordanian Association of
Pharmaceutical; Interview with representative from Jordanian Pharmaceutical Manufacturing Co PLC.
Al Masah Capital Limited. (2010) MENA: Healthcare Sector Report.
Ayoub, R. and Qadoumi, H. (2007) Pharmaceuticals in Jordan: Sectoral report. Awraq investments, Research division.
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The importance of the EU is clearly different in terms of imports of pharmaceutical products. The
EU accounts for 63 percent of total pharmaceutical imports sector in Jordan; Switzerland for
another 12 percent. Imports from the MENA region take up a share less than 15 percent. Thus,
most of the countries that export to Jordan are countries with a strong presence of large MNE
originators. Many of the products from these companies are still under intellectual property rights
protection and therefore cannot be substituted by local manufacturers or small other generic
companies in the region.
Figure 7.2 Geographical division of exports and imports for Jordan, 2013

Source: UNCOMTRADE.

Combining the geographical factor in trade and products, Table 7.5 and Table 7.6 list the top three
specific products in terms of export share, the top 3 countries involved in trading in that product and
the geographical share of those countries. The tables show that the sector, both in terms of export
and import, is focused on a few selected products: Medicaments dosaged and not dosaged. In
exports, these products take up 94 percent of total exports and 76 percent of total imports.
Regarding exports, the share of countries from the MENA region is large. Furthermore, most
countries are developing or medium income countries with growing health care expenditures.
Import is dominated by European countries.
Table 7.5 Top3 export products (detailed HS) in share of total exports and top destination countries,
2013
Share in
HS Code

Description

300490

Medicaments dosaged

total
Pharma

Share of
Top3 country destinations

exports
58%

top3 in
product
exports

Algeria, Lebanon, United Arab

41%

Emirates
300390

Medicaments not dosaged

300420

Medicaments containing other

36%
4%

Saudi Arabia, Sudan

65%

Saudi Arabia, Iraq, Moldova

97%

antibiotics
Source: UNCOMTRADE.
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Table 7.6 Top3 import products (detailed HS) in share of total imports and top countries of origin, 2013
Share in
HS Code

Description

total
Pharma

Share of
Top3 country origin

Imports

top3 in
product
Imports

300490

Medicaments dosaged

71%

France, Germany, Switzerland

37%

300420

Medicaments containing other

6%

Saudi Arabia, Austria, Germany

42%

5%

United Arab Emirates,

37%

antibiotics
300390

Medicaments not dosaged

Switzerland, China
Source: UNCOMTRADE.

7.3.3 Competitiveness of Jordan’s pharmaceutical sector
Jordan’s healthcare system is considered to be of a relatively high standard276 and attracts an
increasing number of foreign users coming to Jordan for consumption every year.277 This high
healthcare demand combined with demographic changes are likely to increase domestic demand.
The pharmaceutical sector products are also known for their high quality.278 However, with almost
20 companies serving less than eight million inhabitants, the Jordanian market can be considered
small and competitive.279 The Jordanian companies are also facing competition from European and
US originators which make use of heavy marketing and global pressure on prices as a result of
cheap R&D and manufacturing costs in upcoming countries such as China and India and pressure
to decrease health care costs.280 Downstream in the value chain the pharmacy market is dominated
by a few companies, increasing the bargaining power of these buyers.281
On the regional and international market, the Jordanian sector is facing upcoming markets
producing their own generic drugs. Jordanian companies compete on the basis of high quality and
experience with the distribution channels, but still have little R&D activities to diversify into the
development of high value drugs.282 The necessity to import most raw materials in combination with
water and energy scarcity puts further pressure on prices.
Prices of generic pharmaceuticals in Jordan are restricted by regulations. The Jordan Food and
Drug Administration has introduced price setting rules for both originators and generics. For
originators, the price must be sold at the lowest price according to the following criteria: The request
seller price based on costs, the price in the country of origin, the export price to Saudi Arabia and
the median price of at least three European countries. For generics, the maximum price is 80
percent of the originator’s price.283
Lastly, companies are facing difficulties in sufficient access to high skilled labour. Even though
educational institutions have been developing to suit the growing demand of labour in the
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Conesa, S. and Yadav, P. (2009) Analysis of the Pharmaceutical Supply Chain in Jordan.
Ayoub, R. and Qadoumi, H. (2007) Pharmaceuticals in Jordan: Sectoral report. Awraq investments, Research division.
Interview with a representative from The Jordanian Association of Pharmaceutical.
Kaplan, W and Laing, R. (2005) Local Production of Pharmaceuticals: Industrial Policy and access to Medicines: An
overview of Key Concepts, Issues and Opportunities for Future Research. HNP Discussion Paper.
Kiriyama, N. (2011) Trade and Innovation: Pharmaceuticals. In: OECD Trade Policy Working Paper No. 113.; Interview
with representative from Jordanian Pharmaceutical Manufacturing Co PLC.
Ibid.
Jordan’s Competitiveness report 2007. Chapter 3: Pharmaceuticals.
Abbott, R.B. et al. (2012) The Price of medicines in Jordan: the cost of trade-based intellectual property. In: Journal of
Generic Medicines, 9(2), pp. 75-85.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

145

pharmaceutical sector,284 partly due to the high level of competition in the sector, wages are
relatively low. This has resulted in a tendency of high skilled employees to seek a job outside the
sector or outside the country after having built their skillset within the sector.285
The entry barriers for Jordanian companies on the EU market are high. The prices on the EU
market are relatively low due to economies of scale as a result of the large size of the European
companies. These large EU companies also have a strong position due to their ability to focus on
marketing (see Table 7.2). So the existing companies in the EU market have a strong market
position. Access to the EU market for foreign companies including Jordanian companies is
therefore mostly in the form of strategic alliances through acquisitions.286

7.3.4 Social an environmental issues in the sector
Developments in the pharmaceutical sector can have an effect on social and environmental factors
in several ways. Two factors are discussed here.
Firstly, as discussed in the beginning of this sector study, market forces and changes in regulation
can have a significant impact on health provisions in the country. Increased competition and less
intellectual property protection can result in lower prices of available drugs and, as a result,
increase the access to medicines.287 However, increasing protection can stimulate innovation and
attract originator companies, consequently increasing the introduction of new medicines.288 Either
way, it is clear that protection levels and market forces in the pharmaceutical sector can have a
significant impact on the availability and accessibility of medicines, and therefore on poverty
(defined in broad terms) .
Secondly, the pharmaceutical sector uses relatively little water and energy.289 Growth of the
Pharmaceutical sectors therefore fits within the Jordanian export-led growth policy making use of
water and energy as little as possible.

7.4

Market access in the pharmaceutical sector
Both in Jordan and EU, for pharmaceutics, almost all tariffs have already been abolished. Market
access is therefore not restricted by tariffs. Instead, barriers to trade exist mostly as Non-Tariff
Measures in the form of health regulations and intellectual property rights protection. Due to high
sensitivity to IP protection,290 the levels of protection can have a significant impact on the sector.
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Jordan Investment Board. URL =
http://www.jordaninvestment.com/industrysectors/pharmaceuticalsector/tabid/91/language/en-us/default.aspx.
Al-shaikh, M.S. (2011) Jordanian Pharmaceutical Companies: Are their Marketing Efforts Paying Off? In: Health Marketing
Quarterly, 28, pp. 174-189.
Kiriyama, N. (2011) Trade and Innovation: Pharmaceuticals. In: OECD Trade Policy Working Paper No. 113; European
Commission. (2012) Pharmaceuticals Sector Fiche (16.12.2011).; Interview with representative from Jordanian
Pharmaceutical Manufacturing Co PLC.
UNAIDS. (2012) The Potential Impacts of Free trade Agreements on Public Health.
Cockburn I.M. Intellectual Property Rights and Pharmaceuticals: Challenges and Opportunities for Economic Research. In:
WIPO, The Economics of Intellectual Property.
Interview with representative from Jordanian Pharmaceutical Manufacturing Co PLC.
Cockburn I.M. Intellectual Property Rights and Pharmaceuticals: Challenges and Opportunities for Economic Research. In:
WIPO, The Economics of Intellectual Property.
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7.4.1 EU market access
The EU market is characterized by strong IP protection in favour of the European R&D intensive
originators.291
An important share of the imports in the European Union are parallel imports.292 These are imports
of pharmaceutical products already marketed in the EU, but also in another country. Because of
heterogeneity between countries in terms of the elasticity of demand,293 companies have an
incentive to set different prices between countries. If a product is marketed in the EU and another
country, and the wholesale prices in the other country are sufficiently lower, the product can be
exported (back) to the EU without need for the authorisation of the intellectual property right
owner.294 Such trade tends to increase wholesale and traders profitability and can result in lower
prices.295

7.4.2 Jordan market access
The Intellectual Property Rights (IPR) protection in Jordan is one of the highest in the region. This is
a direct result of the FTA with the US in 2001. With this FTA, Jordan had committed itself to a set of
regulations that surpass the WTO Trade Related Aspects of Intellectual Property Rights (TRIPS)
agreement signed in 2000.296
TRIPS provides minimum standard for Intellectual Property, including copyrights, patents,
trademarks and trade secrets and unfair competition.297 It also includes enforcement procedures,
remedies and dispute resolution procedures.298 The TRIPS-plus agreement has further increased
IP protection with, among other rules and obligations:


No parallel imports. Without the consent of the patent holder, parallel imports are forbidden;



Additional years of data exclusivity. The most used protection of Intellectual property rights in
the pharmaceutical sector is through patent; data exclusivity is another type of much used form
of protection. It provides exclusive use of R&D and clinical trial data for the originator,
independent of the existence of a patent.299 Registration and marketing approval for generic
drugs is therefore not possible without the generics conducting new clinical trials;300



Patent linkage. In case of a patent linkage, marketing of a (upcoming) generic drugs is not
allowed when the originator’s drug still has an active patent. Thus, marketing is only allowed to
take place after the patent expires.301
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URL= http://www.efpia.eu/mediaroom/186/43/Pharmaceutical-Industry-Body-EFPIA-Welcomes-European-CommissionActions-to-Support-Intellectual-Property-Rights.
European Commission. (2003) Commission Communication on parallel imports of proprietary medicinal products for which
marketing authorisations have already been granted.; European Commission. URL=
http://europa.eu/legislation_summaries/internal_market/single_market_for_goods/pharmaceutical_and_cosmetic_products
/l23110_en.htm.
As a result of for example differences in incomes, consumer preferences or different regulations.
Maskus, K.E. (2001) Parallel Imports in Pharmaceuticals: Implications for Competition and Prices in Developing Countries.
Final Report to World Intellectual Property Organization.
Heimler, A. The Pharmaceutical Industry and Parallel Trade.
El-Said, H and El-Said, M. (2007) TRIPS-Plus Implications for Access to Medicines in Developing Countries: Lessons from
Jordan–United States Free Trade Agreement. In: The Journal of World Intellectual Property, 10(6), pp. 438–475.
Said, M. The European Union Free Trade Agreements (EU FTAs) and TRIPS-Plus: Challenges and Opportunities for the
Ukraine.
Abbott, R.B. et al. (2012) The Price of medicines in Jordan: the cost of trade-based intellectual property. In: Journal of
Generic Medicines, 9(2), pp. 75-85.
Said, M. The European Union Free Trade Agreements (EU FTAs) and TRIPS-Plus: Challenges and Opportunities for the
Ukraine.
Oxfam. (2007) All costs, no benefits: How TRIPS-plus intellectual property rules in the US-Jordan FTA affect access to
medicines. Oxfam briefing paper 102.
Bhardwaj, R. et al. (2013) The Impact of Patent Linkage on Marketing of Generic Drugs. In: Journal of Intellectual property
rights, 18, pp. 316-322.
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In terms of market access for foreign companies, the high level of IP-protection has a significant
impact. From an economic perspective, the high protection provides opportunities for foreign
originator companies in two ways. Firstly, in expanding their markets, originators will be more willing
to respond to Jordan’s demand of pharmaceuticals by exporting to Jordan. Secondly, in their
search for cost-reduction, originators are actively moving their R&D and manufacturing facilities to
upcoming economies.302 Due to its high protection, Jordan has become more attractive to foreign
investors for international R&D.303 As a result, the country becomes more attractive for cross-border
acquisition and strategic partnerships.304
As negotiations for the EU-Jordan DCFTA are still underway, it is unclear to what extend IP
protection will change in either country as a result of the agreement. Both countries enter the
negotiations with strong protection measures, with the balance in favour of the EU. Should market
access change, it is most likely as a result of stronger IP protection on the side of Jordan.

7.5

Impact assessment of the pharmaceutical sector
The CGE modelling exercise used to quantify several of the expected impacts of the DCFTA makes
use of the GTAP database. The sectors for this modelling exercise are defined at such an
aggregate level that the effect on the Pharmaceutical sector are not specified separately. Instead,
the effects are specified for the sector Chemical, rubber and plastic products, of which the
pharmaceutical sector only takes up a small part. 305 As a result, the CGE results of the chemicals
sector do not necessarily reflect the changes in selected indicators for the pharmaceutical sector.
This paragraph will discuss the CGE results for the chemicals sector briefly, after which a more
specific qualitative analyses is carried out for the pharmaceutical sector.
Table 7.7 shows the estimated effect of the DCFTA for the Chemical, rubber and plastic products
sector on several indicators. As a result of the DCFTA, there is an expected increase in trade, both
in terms of total exports and imports. Although the largest absolute growth in exports is to non-EU
countries, the export to the EU is expected to increase with 30 percent in the short run and 36
percent in the long run. As a result of a higher growth of exports compared to imports, the already
positive trade balance is expected to increase. Total sector output grows with the expansion of the
foreign markets, in turn increasing the demand local for labour for all skill levels, relative to the
demand of labour of other sectors. As a result of increased competition, prices are expected to
decrease, in turn increasing consumer welfare.
Regarding the pharmaceutical sector, effects of the DCFTA, if any, are likely to result from changes
in IP protection. In line with the EU goal of including IPR sections in bilateral trade agreements
which aim at (where possible) similar levels of IPR protection to that existing in the EU,306 the most
likely scenario is the upward aligning of Jordanian IP protection with EU standards. In terms of the
economic and social effect of such a change, two opposing lines of thought can be identified:
1)

The proponents of increased property rights protection in developing countries with a
pharmaceutical sector focused on generics, argue that such an increase results in a sector that
is more competitive, more innovating and results in a higher availability of drugs. The line of
argument is that a high protection increases the presence of MNE originators from developed
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OECD. (2002) Foreign Direct Investment for Development: Maximising benefits, minimizing costs.
Ayoub, R. and Qadoumi, H. (2007) Pharmaceuticals in Jordan: Sectoral report. Awraq investments, Research division.
Jordan’s Competitiveness report 2007. Chapter 3: Pharmaceuticals.
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countries such as from the US, EU and Japan. Through their FDI, strategic alliances and
cooperation, innovation in the sector is promoted, technological spillovers occur and human
capital investments will follow.307 Lastly, from a social perspective, higher IP protection
increases the willingness of originators to market patent drugs on the local market, hence
increasing the availability of (new) medicines. Concerning R&D, provided the high value of the
available related knowledge, an important factor of R&D location decisions of originators is the
strength of IP protection.308 The presence of originator’s R&D activities can result in a stimulus
of innovation by the generic companies;
2)

Opponents of the higher IP protection argue that the abovementioned spillover effects tend not
to occur. Instead, the protection of originator drugs reduce the possibilities of the local
companies to manufacture and market generics, therefore losing part of their market.
Furthermore, the higher and longer protection of intellectual property means a delay of
generics which easily are 30%-50% cheaper than the originator drugs.309 IP protection is
therefore argued to lead to higher prices of medicines, reducing the local access to medicines,
especially for vulnerable groups.
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OECD. (2002) Foreign Direct Investment for Development: Maximising benefits, minimizing costs.
Cockburn I.M. Intellectual Property Rights and Pharmaceuticals: Challenges and Opportunities for Economic Research. In:
WIPO, The Economics of Intellectual Property.
Heimler, A. The Pharmaceutical Industry and Parallel Trade.
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Table 7.7 Estimated effect of the DCFTA for the sector Chemical, rubber, plastic products (GTAP)
Indicators

Baseline

Tariffs

NTBs for

Spillovers

Total

Tariffs

Goods
High skilled

NTBs for

Spillovers

Total

Goods

18%

Shares (%)

0,84

-0,37

1,18

1,64

1,01

0,68

2,01

3,69

6%

Shares (%)

0,82

-0,42

1,15

1,55

1,00

0,65

1,97

3,62

7%

Shares (%)

1,01

0,06

1,33

2,41

1,07

0,95

2,16

4,19

11%

Shares (%)

0,35

-0,04

0,48

0,79

1,45

1,08

1,83

4,35

Output

11%

Shares (%)

0,35

-0,04

0,48

0,79

1,45

1,08

1,83

4,35

Total imports

2,126

Million €

-0,47

4,35

4,73

8,61

-0,48

3,95

3,42

6,90

Total exports

5,620

Million €

0,55

2,01

2,56

5,11

1,85

3,46

4,55

9,86

Exports to EU

277

Million €

0,63

34,95

-5,39

30,20

2,12

37,38

-3,38

36,12

Consumer price

100

Base index

-0,05

-0,82

0,10

-0,78

-0,15

-0,93

-0,06

-1,14

Producer price

100

Base index

-0,09

-0,05

0,79

0,65

-0,29

-0,27

0,48

-0,09

employment
Medium skilled
employment
Low skilled
employment
Value added

Source: CGE modelling.
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The direction of the effect of higher IP protection for the pharmaceutical sector in Jordan is difficult
to predict. The US-Jordan FTA agreement can provide some indication of the effect, although the
starting position of this agreement was from a different level than the baseline for the DCFTA.
Furthermore, it is difficult to identify the counterfactual and attribute observed market changes to
the US-Jordan FTA and intellectual property rights protection specifically.310 Either way, the already
high standards of the Jordan pharmaceutical industry minimise the potential effect of aligning IP
protection level to that of the EU.
Several studies have been conducted on the causal effect between high IP protection and a change
in FDI, innovation of generics and increased collaboration between MNEs and local firms. Two
studies examine the impact of the US-Jordan FTA on such effects, but find no evidence for a better
ratio of exports to imports,311 increased FDI, technological spillovers, for increased innovative
capacity of generics312 or a significant increase in the local establishment of facilities of MNEs.313
Regarding the effect on prices of medicines, TRIPS is argued not to prevent members from
allowing generic substitution, as long the national legislation is flexible and adequately
formulated.314 Two studies empirically assessing the impact of the TRIPS-plus in the US-Jordan
FTA however argue that such flexibilities are compromised by the additional provisions that the
“plus” element entails.315 They find that local medicine prices in Jordan have increased as a result
of TRIPS-plus. During interviews with representatives from several countries, the increase in IP
protection through the inclusion of several IP provisions in the DCFTA were identified as a likely
threat to the sector, using a similar type of reasoning as opponents of the higher IP protection.316
Despite this somewhat negative sentiment towards further IP protection, the conditions for growth
through FDI seem to be in place. On the supply side of the FDI, pharmaceutical MNEs are actively
applying cost-reduction strategies containing partnerships with local players to enter markets of
emerging countries and regions and are seeking low-cost locations for R&D and manufacturing
processes.317 On the supply side, Jordan offers a relative developed pharmaceutical industry with
relative low labour costs and educational systems already aligned to the sector, a strong trade
network within the MENA region and a need for innovation through R&D.318 However, stimulating
MNEs for FDI instead of an export-only strategy, might require active (regulative) policy in creating
a favourable FDI position for these MNEs.
Regarding exports to the EU, high competition, low margins, strong marketing and benefit of the
economies of scale of incumbents provides little market attractiveness for the relatively small
generic pharmaceutical companies in Jordan. The DCFTA is expected to change little in the above.
310
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A possible positive effect may occur if the DCFTA leads to lower trade costs and cheaper imports
of raw materials and intermediates for Jordanian pharmaceutical companies. This could lead to

lower costs of production and an improved export position. At the same time cheaper
imports also means more competition on the domestic market for Jordanian companies.

7.5.1 Social and environmental impact
The combination of the already high IP standards of the Jordan pharmaceutical industry in
combination with a relative small workforce of 8,000 employees, provides indication that the
employment effects will be small. In the case of increasing research-related FDI as a result of
higher IP protection, an increase in demand for high-skilled labour is expected. In the case of an
increase of IP protection leading to more imports from originator drugs, total output of the Jordan
pharmaceutical sector can be expected to go down, which in turn could result in the loss of jobs.
Regarding the impact on access to healthcare, due to a lack of a counterfactual, it remains difficult
to conclusively attribute medicine price changes to the increase in IP protection in Jordan from
2000 onwards. If such a trend would exist, it is unclear if further protection would result in a further
increase in prices. Nevertheless, there are several indications that an increase in protection could
result in higher prices of medicine, lowering the accessibility of medicines in Jordan.

7.6

Conclusions and policy recommendations
Striking differences between the pharmaceutical sector of the EU and of Jordan can be identified.
The EU market is knowledge-intensive, has a clear focus on R&D and is dominated by large
originator MNEs. The pharmaceutical sector in Jordan consists mostly of generic SMEs with a
limited focus on R&D. The Jordanian companies serve a large part of their domestic market and
export mostly to the MENA region and developing countries. The EU takes up no more than 1
percent of the exports from Jordan, but does take up the largest share in total pharmaceutical
imports in their supply of (originator) drugs.
Regarding market access, tariffs are hardly present in the sector. The sector is however known to
be very sensitive to IP protection levels. Both the EU and Jordan have strong IP protection levels,
although the EU levels are somewhat higher. The results of a possible alignment of the Jordan IP
regulations with those of the EU319 are difficult to predict. There are some indications that an
increase of IP protection in Jordan so far has not resulted in an expected significant increase in
FDI, knowledge spill overs and sectoral innovations. Instead some argue that it has resulted in
higher medicine prices and more competition for local generic companies. Overall however, the
current contextual market characteristics of the DCFTA do in theory present opportunities for the
facilitation of FDI, knowledge spillovers and sectoral innovations. Due to the low real market
opportunities for generic SMEs in Jordan, little change, as a result of the DCFTA, is expected in the
exports to the EU.
On the basis of the observations in this sector study, several policy recommendations can be made.
Firstly, risk diversification and higher value added activities could be achieved if the sector steers
towards more R&D related innovation. This could be done by both knowledge building of the
Jordanian sector (e.g. investments in related research centres and related education) from within
the country, or attracting the knowledge-related activities of MNEs.

319
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For example as a result of the inclusion of an IPR chapter in the DCFTA
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Secondly, the changing prices of medicines can be an important consequence of DCFTA-related
effects on the pharmaceutical sector. The changes in prices and its determinants can be monitored.
The mentioned policy recommendations are listed in the table below.
Table 7.8 Policy recommendations Pharmaceutical sector
Policy measure

Potential to address

Potential to address

within DCFTA

outside DCFTA

Active (regulatory) policy measures in order to attract and
facilitate originator FDI, specifically R&D activities within the





context of high IP protection.
Facilitate knowledge-intensifying activities to push for more
innovation in the pharmaceutical sector.
Active monitoring of drug prices in Jordan and potential effect
of IP protection on these prices.
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8

Financial services

8.1

Introduction
The financial services sector consists of a number of sub-sectors and numerous types of activities.
The main two sub-sectors include (1) banking & other financial services; and (2) insurance. The
former can be broken down further into banking & capital markets (including retail, wholesale,
commercial and investment banking as well as private banking), asset management and auxiliary
services.
The list below presents the main activities of the financial services sector (or services provided),
based on the GATS Services Sectoral Classification List (SSCL) (MTN.GNS/W/120, 10 July 1991);
(1) Insurance and insurance-related services include the following services:
1.

Life, accident and health insurance services;

2.

Non-life insurance services;

3.

Reinsurance and retrocession;

4.

Services auxiliary to insurance (including broking and agency services).

(2) Banking and other financial services include the following activities/services:
1. Acceptance of deposits and other repayable funds from the public;
2. Lending of all types, incl., inter alia, consumer credit, mortgage credit, factoring and financing of
commercial transaction;
3. Financial leasing;
4. All payment and money transmission service;
5. Guarantees and commitments;
6. Trading for own account or for account of customers, whether on an exchange, in an over-thecounter market or otherwise, the following:
-

money market instruments (cheques, bills, certificate of deposits, etc.);

-

foreign exchange;

-

derivative products incl., but not limited to, futures and options;

-

exchange rate and interest rate instruments, incl. products such as swaps, forward rate
agreements, etc.;

-

transferable securities;

-

other negotiable instruments and financial assets, incl. bullion.

7. Participation in issues of all kinds of securities, incl. under-writing and placement as agent
(whether publicly or privately) and provision of service related to such issues;
8. Money broking;
9. Asset management, such as cash or portfolio management, all forms of collective investment
management, pension fund management, custodial depository and trust services;
10. Settlement and clearing services for financial assets, incl. securities, derivative products, and
other negotiable instruments;
11. Advisory and other auxiliary financial services on all the activities listed in Article 1B of
MTN.TNC/W/50, incl. credit reference and analysis, investment and portfolio research and
advice, advice on acquisitions and on corporate restructuring and strategy;
12. Provision and transfer of financial information, and financial data processing and related
software by providers of other financial services.
Many banks will provide – through different divisions – many of these services, although there are
also more specialised providers focusing on specific areas of service provision. The last decade
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has also seen the spectacular rise of a financial infrastructure, entities and practices collectively
referred to as a shadow banking system. This comprises such businesses as hedge funds, private
equity funds, money market funds, special investment vehicles, etc. 320 These are commonly
classified under the asset management sub-sector. While shadow banking activities were largely
unregulated up till the financial crisis, their perceived role in the crisis has meant that operators
increasingly having to comply with prudential and other requirements and regulations, similar to
other financial institutions.
Globally the financial services sector has gone through and is still going through and extensive
process of reform. This process is internationally guided by G20 commitments to reforming the
financial sector and enhancing market integrity, and Basel III, the international regulatory
framework for banks (Basel Committee, Bank of International Settlements - BIS).
Our focus in this chapter will be on the two main sub-sectors insurance and banking & capital
markets (aggregate level), with reference to specific sub-sectors or activities if relevant.

8.2

The financial services sector in Jordan
According to PwC Jordan: “To serve the financial needs of the national economy, Jordan boasts a
large financial services sector and one of the oldest stock markets in the region. Total assets of the
banking sector are equivalent to 180 percent of GDP and this is higher than that in the GCC
countries (110 percent). The regulatory capital to risk-weighted assets321 is equal to 19.5 percent
and this is indeed indicative of a sound banking system. Also, it is estimated that the 28 insurance
firms which operate in Jordan issued the equivalent of 2.0 to 2.2 percent of GDP in premiums.
The Jordanian capital market (established in 1978) lists all Jordanian banks and insurance firms
and most of the largest service and manufacturing firms in the country (247) in total, has a market
capitalization to GDP ratio equal to about 100 percent and 50 percent of its capitalization is owned
by non-Jordanians.”322
Services play an important role in the Jordanian economy, accounting for 62 percent of total value
added. The financial services share in value added (2011) stood at 3.9 percent, making it the fourth
largest services sector in terms of value added.323
Most employment in the sector concerns high to medium skilled employment, with the sector
making up 5.5 percent of all high skilled employment and 7.7 percent of all medium skilled
employment (2011).324
Next to 26 banks, including both local foreign owned banks, according to the Jordan Investment
Board Jordan’s banking and financial services sector comprises:

 Comprehensive Legal framework (Central Bank of Jordan Law, Banking Law and Anti-Money
Laundering and Combating Financing of Terrorism Law);

 Compliance with international standards (Basel Core Principles for Effective Banking
Supervision) (see box below);
320
321

322
323
324
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www.wto.org/english/tratop_e/serv_e/finance_e/finance_e.htm.
The capital ratio is the percentage of a bank's capital to its risk-weighted assets. Weights are defined by risk-sensitivity
ratios whose calculation is dictated under the relevant Accord. Basel III requires that the total capital ratio must be no
lower than 8%.
http://www.pwc.com/m1/en/countries/jordan.jhtml – accessed 15-7-14.
Source: GTAP 9 database, base year 2007, projected to 2011
Idem.
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 Modern well established stock market infrastructure (no taxes on capital gains, no taxes on
cash dividends, free repatriation of investment and income, no ceiling on foreign equity
ownership and privatization);

 Shares owned by non-Jordanians represented 49.6% of ASE capitalization, 32.6% of which are
owned by Arab investors and 17.0% by non-Arabs.325
Box 8.1: Compliance with international standards
Jordan has implemented Basel II. Among the most significant difficulties and challenges facing the banks
and regulators in the application of the new standard is the absence of local credit rating agencies. This
deficiency restricts the capability of banks to benefit from preferential weights of customers who possess a
high credit rating. Other impediments are the scarcity of clients rated by foreign credit rating agencies, the
recent establishment of risk management departments at some banks, especially smaller ones, and the
need to upgrade the efficiency of employees both at banks and at control authorities in order to qualify
them for implementing the requirements of the new standard. In addition to the above, other challenges
appear to surface including the lack of comprehensive and complete historical data that can be relied on for
the application of advanced methods in measuring risks, poor coordination between regulatory authorities
in host countries concerning the application of Basel II standard on external embranchment, and, finally,
the poor coordination with regulatory authorities in the mother country of foreign banks working in host
countries.www.abj.org.jo/en-us/developmentofthejordanianbankingsector.aspx. Jordan is also in the
process of implementing Basel III, although it seems to just be in the early stages of doing so.

8.2.1 Banking and capital markets
Number of banks (domestic & foreign)
Jordan’s banking system includes the Central Bank of Jordan (CBJ) and the licensed banks.
Licensed banks include all Jordanian banks and non-Jordanian banks (commercial and Islamic)
operating in Jordan and accepting deposits. The figure below provides an overview of the
Jordanian banking sector.
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Figure 8.1 Jordan Banking System at end of 2012
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The number of licensed banks operating in Jordan rose from 21 banks in 2003 to 26 banks at the
end of 2012326 and 31 at present (source: interview). Of the total 26 in 2012, 16 banks were
Jordanian (three of them are Islamic banks) and ten banks were foreign (one of them is an Islamic
bank). This rise in the number of banks was the result of an increase in the number of foreign banks
operating in Jordan from five banks in 2000 to ten banks in 2012. By contrast, the number of
Jordanian banks declined from 16 banks to 15 banks as a result of a merger between Philadelphia
Bank and Jordan Ahli Bank in January 2005.
Figure 8.2 Development no. of Jordanian & foreign banks operating in Jordan (2003-2012)

Source: Association of Banks in Jordan: Development of the Jordanian Banking Sector 2003-2012 (www.abj.org.jo/enus/developmentofthejordanianbankingsector.aspx).

The expansion and spread of banks outside Jordan show a total of 165 branches at the end of
2011, with an annual growth rate reaching an average of 5.3 percent for the period of 2003-2011.
This expansion abroad by a number of Jordanian banks in some of the neighbouring and regional
markets was mainly due to the limited size of the local market. By expanding business and
investments regionally, Jordanian banks sought to benefit from growth opportunities and develop
the scope of their operations and activities, widening their clientele base and enabling them to
become more competitive.327
Concentration in the banking sector is high. The top three banks accounted for close to 50 percent
of all assets, deposits and equity in 2007, which is considered high in both a regional and an
international context.328 This high level of concentration is still considered a weakness for the sector
(see e.g. JEDCO, 2011).329
Employment, output, value added and profitability in the banking sector
The table below provides key indicators for the banking and financial intermediation sector in
Jordan. Note the number of establishments differs somewhat from the above due to the broader
definition of the sector here (including monetary intermediation establishments).

326

327
328

329

Association of Banks in Jordan: Development of the Jordanian Banking Sector 2003-2012 (www.abj.org.jo/enus/developmentofthejordanianbankingsector.aspx).
Idem.
Nedal Ahmed Al-Fayoumi & Bana M. Abuzayed (2009) Assessment of the Jordanian banking sector within the context of
the GATS agreement. Banks & Banking System, Volume 4, Issue 2, 2009.
JEDCO (2011) “The Jordan services development master plan (SDMP): Background & issues for consideration”.
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Table 8.1 Banks & Monetary intermediation establishments operating in Jordan (2007-2011)
Item
Number of companies

2007

2008

2009

2010

2011

31

31

30

31

31

Number of employees

17,201

17,671

17,667

18,315

18,980

Total gross output (JD 000)

763,348

1,097,769

1,145,119

1,225,724

1,319,893

Value added (JD 000)

590,739

908,222

959,314

1,038,044

1,125,179

Operating surplus (JD 000)

316,972

590,276

618,162

686,761

733,737

Source: Department of Statistics.

Approximately one third of the workforce in the banking sector is female. According to Nedal
Ahmed Al-Fayoumi & Bana M. Abuzayed (2009) the banking sector alone employed 15,853 people
in 2008 and the share of the labour force employed by foreign banks equalled 11 percent.330
Capital Markets and Portfolio Investment
The three key capital market institutions are the Jordan Securities Commission (JSC) (regulator);
the Amman Stock Exchange (ASE); and the Securities Depository Center (SDC) (the custodian for
all transaction contracts, clearings, and settlements). The 2002 Securities Law brought the law in
line with international best practices. In 2011, the ASE modernized its technical infrastructure,
enhancing the dissemination of information.
Recent developments of key ASE market indicators reflect the challenging economic environment
for Jordan over the past few years. The market capitalization of listed shares at the ASE amounted
to USD 27 billion, equalling 93.5 percent of GDP in 2012, down from almost 123 percent in 2010.
Between 2010 and 2012 trading volume decreased significantly, dropping by more than 40 percent
to 2.4 billion shares. The number of listed companies dropped to 243 companies at the end of 2012
compared to 247 at the end of 2011. The table below provides an overview of the development of
key indicators.
Table 8.2 Key ASE Market Indicators
Indicator

2010

2011

2012

Market Capitalization (USD billion)

30.9

27.9

27.0

122.7%

102.7%

93.5

2374

1995

1958

Number of Shares Traded (billion)

7.0

4.1

2.4

Number of Brokerage Firms

92

65

62

Number of Companies on ASE

277

247

243

Jordanians

50.9

53

48.3

Non Jordanians

49.1

47

51.7

Market Capitalization as percent of GDP
Index (points)

Source: Amman Stock Exchange (through: www.state.gov/e/eb/rls/othr/ics/2013/204667.htm).

The registered capital stock by owner is listed below. It showed a slight decrease between 2010
and 2012, which was relatively bigger for Jordanian owned stock (14 percent decrease) than nonJordanian stock (6.5 percent decrease).

330
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Nedal Ahmed Al-Fayoumi & Bana M. Abuzayed (2009) Assessment of the Jordanian banking sector within the context of
the GATS agreement. Banks & Banking System, Volume 4, Issue 2, 2009.
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Table 8.3 The registered capital stock by owner 2010- 2012 (USD million)
Nationality

2010

2011

2012

Jordan

16,852

14,785

14,548

Saudi Arabia

2,127

1,852

1,763

United States

1,619

1,654

1,744

Kuwait

1,843

1,625

1,579

Qatar

1,235

1,304

1,247

Joint Arab

1,028

1,045

1,100

Lebanon

1,347

1,083

1,032

Libya

766

777

768

Bahrain

589

535

631

Source: Securities Depository Center as of December 31, 2012 (through: www.state.gov/e/eb/rls/othr/ics/2013/204667.htm).

EU countries clearly do not feature as owners of capital stock in Jordan.
According to the U.S. State Department:
“Foreign investors are allowed to participate in auctions and to purchase government securities through
banks. Jordan issued its first and only bonds on international markets in 2010 with the fully subscribed
offering of $750 million in five-year bonds. The bonds were sold to approximately 220 international
investors and carried a fixed annual interest rate of 3.875 percent, payable every six months.

The corporate bond market remains underdeveloped and continues to be overshadowed by traditional
direct lending, primarily due to the absence of proper mechanisms for corporate debt creation. A few
banks, however, are introducing new products and facilitating corporate bond issuances.”

331

Performance and outlook for the banking sector
While Jordan's economy continues to face a number of challenges such as disruptions in gas
supplies from Egypt and a large influx of Syrian refugees, according to recent reports by the CBJ
and the IMF, the banks continue to perform strongly, with intended new measures expected to
provide a further boost to the industry.
Due to strict regulations on lending, particularly mortgage lending, and limited integration with
global financial markets, Jordanian banks were reasonably resilient to international shocks. The
banking sector's indicators remain strong; banks continue to be profitable and well-capitalized, and
deposits are still the major funding base. Liquidity ratios and provisioning remain high. NonPerforming Loan ratios increased modestly over the past few years.332
Data released by the Central Bank of Jordan (CBJ) in 2013 showed a solid increase in credit
facilities, assets, capital adequacy and liquidity. The CBJ planned to introduce reinforced corporate
governance regulations, in order to make banks more transparent and accountable, while rising
confidence among lenders was expected to drive up credit growth.

331

332

U.S. Department of State. 2013 Investment Climate Statement – Jordan
(www.state.gov/e/eb/rls/othr/ics/2013/204667.htm).
Idem.
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SWOT analysis banking sub-sector
As part of the background study for the Services Development Master Plan (SDMP) conducted by
the Jordan Enterprise Development Corporation (JEDCO), a SWOT analysis was conducted for the
banking sector in Jordan, the results of which are presented below.
Banking Sub Sector
Strengths

Weaknesses



Offering a wide range of banking and financial



Most banks lack strong, direct regional presence;

products and financial services to corporate and



Insufficient hedging tools applied. The banks




retail customers through a variety of delivery

resort to diversification among sectors by giving

channels;

weight to these sectors when granting facilities as

Focusing on customisation of products that are

a measure of hedging, but disregarding country

designed to meet the specific needs of customers;

risk, which accordingly would affect the value of all

All Jordanian banks have complied with international
capital adequacy requirements and prudential



of their portfolios;


norms;

The market remains over-banked, with 23 full

Wide distribution of banks’ branches and

commercial banks serving a population of 5.9

accessibility of the banking facilities at local level;



A large number of local banks in a small economy.

Better than acceptable percentage of non-performing

million;


The banking sector remains dominated by the

loans;

Arab Bank, which, together with the Housing Bank

Diversified ownership, where different investors from

for Trade and Finance, accounts for over 35% of

the region participate in banks capital;

total system assets. Therefore, the Jordanian



Acceptable efforts to cope with GATS requirements;

banking sector can be considered as a highly



Modern regulation and institutions for the private
sector development and privatization.

concentrated market;


Most banks are below international standards of
operating efficiency.

Opportunities

Threats



Mergers with or acquisition of other banks;



Increasing volatility in local and regional markets;



An opportunity for more expansion of the banks retail



Net Interest Margin (NIM, differential between

services. This segment still has room for growth.

interest on time-deposits and loans) means that

Historically, Jordanian banks concentrated on

pressure is likely to continue from intensifying

wholesale operations because they think that this

foreign competition;

type of business is more profitable compared to retail




Efficient employees and good working conditions

which means that they should expand their

enables these banks to reduce the operating cost of

operations outside Jordan;


Fluctuations in economic variables including

Expanding banks operations to cover countries in

decreased purchasing power and higher inflation

the region;

rates. This could have two negative effects in

Mastering new strategies and techniques in risk

terms of increased costs and higher possibility of

management and competition;


Most Jordanian banks, with the notable exception
of Arab Bank, are focused on the local market,

the functions and increase return on investments;




operations;

Discovering the advantages of economies of scale

payment default;


and scope in addition to management efficiency.

The Central Bank of Jordan (CBJ) has
encouraged consolidation in the system, although
so far there have been few signs that banks are
keen to consolidate, partly reflecting a culture of
family ownership in Jordan;



Applying new methods of information technologies
and upgrading the skills of staff and management.
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Source: JEDCO, 2011333.

Both the Central Bank of Jordan and the IMF are reasonably positive about the future and potential
of the Jordanian banking sector. Positive indicators included total assets of banks operating in the
Kingdom growing by 9 percent year-on-year in 2013 to reach $60.5bn at the end of the year,
boosted by higher deposits, with the banks' activity more than twice that recorded during the
previous year, according to a research note from Bank Audi.

334

A trend expected to continue in

2014.
The IMF cited a number of positive financial indicators that it predicts will boost Jordan's banking
sector, including a rise in private sector lending. Bank lending is expected to increase by 8.6% in
2014, before edging up to 9.6% in 2015, coming on the back of modest credit growth in 2013 which
followed earlier falls. The fund's forecasts suggest a growing confidence among Jordan's banks in
the economy which is likely to increase in the coming years. Institutions will have a greater
inclination to expand their loan portfolios, having built up their deposit holdings, despite needing to
set aside higher levels of funds to meet the changed capital adequacy ratios laid down by the CBJ,
the report noted.

8.2.2 Insurance
Key indicators and characteristics
According to Ernst & Young (2011) and JEDCO (2011), as of 2011 there were 29 insurance
companies licensed to practice insurance business in Jordan, one of which was licensed as a life
company, 10 as non-life companies, and 17 as composite companies (life and non-life insurance).
Additionally, there were 2 non-operating foreign insurance companies in the Kingdom (regional/
representative office). The Insurance Commission - established in 1999 as part of the Insurance
Regulatory Act - regulates and supervises providers of insurance supporting services including
brokers, agents, loss adjusters and surveyors, consultants, reinsurance brokers, actuaries,
companies administrating the expenses and medical insurance services (TPAs), banks licensed to
practice bank assurance, in addition to foreign reinsurance brokers.
The figure below illustrates the structure of the Jordanian insurance sector at the end of 2012.

333

334

JEDCO (2011) “The Jordan services development master plan (SDMP): Background & issues for consideration.”
Consultancy assignment for the formulation of a draft national services sector development strategy (services
development master plan) for Jordan; implemented by Ecorys for the Jordan Enterprise Development Corporation
(JEDCO).
http://www.zawya.com/story/Jordans_banking_industry_on_firm_footing-ZAWYA20140721070323/.
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Figure 8.3 Structure of Jordanian Insurance Sector at end of 2012

Source: Insurance Commission of Jordan, Annual Report 2012.

Jordan’s insurance market, with 29 companies operating in a country of just 5.7 million people, is
considered saturated, despite regulatory encouragements for mergers and acquisitions. In terms of
market share based on premiums, motor coverage accounted for 42.4 percent, medical insurance
18.6 percent, fire and property damage 17 percent, life 9.8 percent, marine and transport 7.9
percent and other insurance the remaining 4.3 percent.335 The insurance sector’s contribution to
GDP increased from 1.7 percent in 1999 to 2.2 percent in 2009.
According to Jordanian law, insurance companies have to be Jordanian public share holding
companies or a foreign branch. The potential export in insurance is very limited. Only three
insurance companies are active in regional markets. Moreover, technology and expertise is highly
needed in areas like actuarial, loss adjustment and other insurance services.336
Key indicators for the insurance sub-sector are provided in the table below (note that these
statistics refer to 28 companies in 2011, as opposed to the 29 mentioned by EY and JEDCO, while
the Insurance Commission puts the number at 27 for 2012 – it is unclear what these discrepancies
stem from).
Table 8.4 Characteristics of insurance companies operating in Jordan (2006-2011)
Item

2006

2007

2008

2009

2010

2011

Number of companies

26

27

28

28

28

28

Number of employees

2,081

2,077

2,202

2,324

2,505

3,524

Total gross output (JD 000)

53,848

65,329

77,963

77,290

75,757

60,698

Value added (JD 000)

27,627

34,031

43,794

42,392

37,350

22,331

Operating surplus (JD 000)

5,371

7,341

10,573

4,825

-2,890

-20,646

335

336
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Ernst & Young (2011): http://emergingmarkets.ey.com/wp-content/uploads/downloads/2012/05/Doing-Business-in-Jordan2011.pdf.
JEDCO (2011).
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Source: Department of Statistics.

The sector is seen to hold great potential but remains underdeveloped. The market saturation
should thus be seen in light of the current underdeveloped demand for insurance services, implying
with growth in demand there may be more opportunity for growth of the sector.
As can be seen in table 8.4 above, while the number of insurance companies slightly increased and
employment in these companies increased substantially between 2006 and 2011, value added and
operating surplus decreased and the sector operated at a loss in 2010 and 2011. The sector faces
substantial challenges to its further development and growth. According to Ernst & Young (2011)
“Region-wide price increases and a lack of consumer understanding of products are two major
challenges. In addition, cultural considerations, including religion, make improving market
penetration difficult. (….). Salaries have remained unchanged, however, leaving consumers with
less disposable income. Other than mandatory motor coverage, insurance products are considered
a luxury by average Jordanians, who must often prioritise spending. There will likely only be a few
changes to the market in the coming year. Members of the sector would like to see greater
coordination among the regulators and those working for the Kingdom’s legal system in order to
improve insurance laws.”337
SWOT analysis insurance sub-sector
As part of the background study for the Services Development Master Plan (SDMP) conducted by
the Jordan Enterprise Development Corporation (JEDCO), a SWOT analysis was conducted for the
banking sector in Jordan, the results of which are presented below.
Insurances Sub Sector
Strength

Weaknesses





Independent financial resources of insurance
supervision;




High technical and professional staff within the

insurance commission and insurance companies;


companies which limit the saving and investment

The availability of advanced technical and

channels in the national economy, enhances fraud

sector;



operating with relatively small levels of capital;


Large numbers of local companies with small market
shares create unhealthy competition among

supervision through written strategy and

companies;


The adoption of advance information

The absence of on-line connection between the IC
and insurance companies;

technology in IC, and some of insurance



Lack of actuarial technical staff;

companies;



Lack of development of advanced information

The completion of the regulatory framework of
insurance supervision according to the best



A large number of existing insurance companies are

The stability of policies of insurance

yearly action plan;


and corruption;


The IC's commitment and support towards
corporate development;



The family ownership concentration of most insurance

Insurance Commission;

administrative training program for IC and the


The high turnover of qualified staff within the

technology systems to up-grade company operations;


Weakness in professional practice, technical

international standards;

insurance knowledge, codes of ethics and conduct in

The adoption of risk based approach within a

auxiliary services.

comprehensive supervision model;


The leading membership and members of IC
in most regional and international

337

Ernst & Young (2011): http://emergingmarkets.ey.com/wp-content/uploads/downloads/2012/05/Doing-Business-in-Jordan2011.pdf.
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Insurances Sub Sector
Strength

Weaknesses

organizations related to insurance
supervision.
Opportunities

Threats





The increasing trend of Islamic insurance

The insurance fraud and corruption in local market, in

(Takaful) at both local and regional level;

particular in motor and medical claims settlements



The potential development of bank insurance;

and operations, has led to lack of public confidence



The continuing growth and development of the



Limited investment channels that comply with Islamic

The international and regional trend to support

principles makes it very difficult for Takaful companies

and develop an independent insurance

to invest their funds in Jordan;

supervision;


and trust in local companies;


sector;



The technological development in
international insurance markets and its

Lack of developing compulsory, micro-insurance, and
private pension products;



Lack of competitive packages for professionals at the

reflections on the local market;

IC and insurance companies leading to technical and



The increase of foreign investment;

financial professionals leaving the public sector for



The national security and political stability.

private local financial sectors or outside Jordan;


The delay of issuing laws and regulations prepared by
the IC because of lags in approval by Government
and other related parties;



Weak insurance public awareness within the
Jordanian society;



The establishment of advanced regional insurance
services centers, like in Bahrain and Qatar, promoting
a very competitive investment environment;



The negative external events, such as financial crisis
and political instability with in the region.

8.2.3 Current EU-Jordan trade and investment in financial and insurance services
Trade
Trade data for financial services are generally limited and still unreliable. There is clearly evidence
of foreign activity by Jordanian banks and insurers, while involvement from foreign players in the
Jordanian sector is also clear. Statistics on the actual trade flows that these activities bring with
them are however not available. Most trade would appear, however, to be regionally focused, with
limited trade flows between the EU and Jordan.
Investments
The value of total EU investments in the Jordanian financial services sector is not known. However,
it is clear direct involvement of EU companies in the sector is limited. At present two European
banks are active in the country (Standard Chartered and HSBC), while one (Société Générale) is
registered as a local company through its Libyan group member. The EU does not feature as owner
of capital stock on the ASE. Regional investors and to a lesser extent US investors far outweigh EU
interest.
While foreign investment data on the insurance sector are lacking, there is some foreign
involvement in the sector (i.e. among the general and composite companies) but overall foreign
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involvement seems limited. There are also two foreign insurance companies which do not operate
in Jordan but have established as representative offices.338
While Jordanian financial services providers are active abroad, this involves only regional markets
and is true for banking services providers more so than for insurers. Moreover, foreign presence of
Jordanian banks is mainly through establishment of foreign branches, while, as Nedal Ahmed AlFayoumi & Bana M. Abuzayed (2009) note “(…) the time may soon come for Jordanian banks to
consider merger and acquisition options to improve their market presence abroad.339

8.3

Market access in the financial services sector

8.3.1 Market access in Jordan
Market access issues in financial services concerns mostly Modes 1 and 3.340 To assess market
access we look not just at GATS commitments, but also at actual practices, as reflected in several
databases, such as the EU Market Access Database and the World Bank Services Trade
Restrictiveness Index (STRI) in particular. To gain some more insight into specific restrictions on
investments, we have also consulted a number of additional sources.
It should be noted that for services sectors non-tariff measures (NTMs) are the most important
barriers to trade and investments as direct import tariffs are hardly applied (although other tariffs or
taxes may be applied ‘behind the border’ but these would fall under NTMs).
Jordan’s GATS commitments
Jordan joined the GATS in 2000 and its commitments were generally speaking quite ambitious. Roy
(2011) found that based on an index of openness developed by him (where 100 is full commitment
in all sub-sectors and relevant modes) Jordan’s commitments under the GATS scored 50 out of
100. To put this in perspective, only a small number of mostly developed countries scored higher
than this (e.g. US, EU, Japan and Australia).
According to the 2008 Trade Policy Review (Report by the Secretariat): “Financial services have
been broadly opened to foreign competition and the foreign equity limitations in insurance services
have been eliminated. The regulatory framework for banking services has been strengthened.”
Based on the 2008 WTO Trade Policy Review of Jordan, Nedal Ahmed Al-Fayoumi & Bana M.
Abuzayed (2009) have summarised Jordan’s specific commitments in banking services as follows:
Mode 1: Jordan has fairly liberal regimes regarding cross-border supply (Mode 1) with no limitations on
market access or national treatment for deposit taking, guarantees and commitments, money broking,
lending for all types, financial leasing, advisory and other auxiliary financial services, provision and transfer
of financial information and all payments and money transmission services. The only limitation is related to
real property which may not be mortgaged to banks outside Jordan. Moreover, there are no limitations for
trading of securities/financial services, except derivatives products, which is unbound. The other unbound
financial services are underwriting of securities, asset management and settlement and clearing services
due to technical limitations.

338

Insurance Commission of Jordan, Annual Report 2012.
Nedal Ahmed Al-Fayoumi & Bana M. Abuzayed (2009) Assessment of the Jordanian banking sector within the context of the
GATS agreement. Banks & Banking System, Volume 4, Issue 2, 2009, pp.76.
340
Mode 2 tends to apply almost exclusively to tourism, while Mode 4 issues generally fall under cross-cutting issues and in
the GATS this is indeed taken up under horizontal commitments.
339
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Mode 2: For consumption abroad (Mode 2) the financial services that are classified without limitations
under Mode 1 are also classified to be without limitations under Mode 2, but without any exception.
Moreover, there are no limitations for trading of securities/financial services, except derivatives products,
which is unbound. However, the other financial services (underwriting of securities, asset management and
settlement and clearing services) become unbounded, except for issuance and public offer of securities
outside Jordan by foreign service providers abroad, and for management by service suppliers outside
Jordan of assets which are not traded in the Amman Stock Exchange or in Jordan.
Mode 3: Jordan’s GATS schedule of commitments includes commitments on most financial services subsectors in all GATS ‘modes of supply’. The ‘commercial presence’ mode of supply (Mode 3) has the most
significant commercial application for banking services because national regulators can most effectively
oversee banks established on their territory. Jordan’s GATS schedule defines the scope of banking
services subject to WTO discipline, and describes permissible limitations or conditions on foreign
investment, the forms of establishment permitted for foreign financial institutions, and limitations that
Jordan may apply to restrict market access by foreign financial institutions. Foreign banks in Jordan act as
licensed Jordanian banks or Jordanian branches of foreign banks, but they are practically foreign banks
operating in Jordan. These banks are allowed to open subsidiaries, branches and representative offices.
There are no restrictions on, accepting deposits, guarantees and commitments, the number of foreign
banks branches and ATMs to be opened by the foreign bank.

341

See figure below for an overview
Figure 8.4 Summary of Jordan’s specific commitments in banking services

Notes: Notes: NL – No limitations, i.e. Jordan agreed to place no constraints on the services in question. U – Unbound, i.e.
Jordan made no commitments with respect to the service in question. Uex – Unbound, except as provided by Jordan's
horizontal commitments. Uex sp – Unbound, except as provided by Jordan's horizontal commitments and special provisions
apply. pU – Partially unbound (certain financial services). Utf – Unbound due to lack of technical feasibility. OP – Other
provisions apply.
Source: Nedal Ahmed Al-Fayoumi & Bana M. Abuzayed (2009).

GATS commitments in insurance and insurance-related services are more limited, especially as
regards life and car insurance, and in relation to certain auxiliary services. The table below provides
an overview of Joprdan’s commitments in insurance services.
Table 8.5 Schedule of Jordan’s GATS commitments in insurance and insurance related services
Subsector

341
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Limitations on market access Limitations on

Limitations on market access

national treatment

Limitations on national

Nedal Ahmed Al-Fayoumi & Bana M. Abuzayed (2009) Assessment of the Jordanian banking sector within the context of the
GATS agreement. Banks & Banking System, Volume 4, Issue 2, 2009, pp73-74
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treatment
a) Life, insurance

M1: Commercial presence is required.

M1: Commercial presence is

services including

M2: Unbound.

required.

health insurance

M3: Access is restricted to public share holding

M2: Unbound.

services and

companies constituted in Jordan and to

M3: None

excluding pension

branches of foreign insurance companies.

M4: Unbound, except as indicated

fund management. b)

M4: Unbound, except as indicated in the

in the horizontal section.

Non- life insurance

horizontal section.

services (including
accident insurance).
c) Reinsurance and

M1: None

M1: None

retrocession

M2: None

M2: None

M3: Access is restricted to Public Share Holding

M3: None

companies constituted in Jordan and to

M4: Unbound, except as indicated

branches of foreign reinsurance companies.

in horizontal section.

M4: Unbound, except as indicated in horizontal
section.
d) Auxiliary Services
- Agency services

M1: Unbound.

M1: Unbound.

M2: Unbound.

M2: Unbound.

M3: Access restricted to Jordanian natural

M3: None

persons, Jordanian general partnerships with

M4: Unbound, except as indicated

majority ownership by Jordanians, and limited

in the horizontal section.

liability companies with Jordanians as majority
in board of directors. Insurance agent or
director of agent company must be Jordanian
nationals.
M4: Unbound, except as indicated in the
horizontal section.
- Insurance

M1: None

M1: None

consultancy (excl.

M2: None

M2: None

pension consultancy)

M3: None

M3: None

M4: Unbound, except as indicated in horizontal

M4: Unbound, except as indicated

section.

in horizontal section

- Average and loss

M1: Unbound.

M1: Unbound.

adjustment services

M2: Unbound.

M2: Unbound.

M3: None

M3: None

M4: Unbound, except as indicated in the

M4: Unbound, except as indicated

horizontal section.

in the horizontal section.

M1: None

M1: None

M2: None

M2: None

M3: None

M3: None

M4: Unbound, except as indicated in horizontal

M4: Unbound, except as indicated

section.

in horizontal section

- Actuarial services

Moreover, for all financial services it is stated in The GATS schedule of commitments that “If and
when applicable, the absence of any limitation on the ability of a resident consumer to purchase the
service in the territory of another Member does not signify a commitment to allow a non-resident
service supplier to solicit business or to conduct active marketing in the territory of the Member.”
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MADB and STRI
No barriers to trade or investment in financial services for Jordan are reported in the MADB (in fact
no barriers have been reported for any sector for Jordan). Since the MADB is dependent on
reported barriers by companies, this absence of barriers may be more of a reflection of the fact that
EU financial services providers hardly operate in the Jordanian market (neither through Mode 1 or
Mode 3), as was illustrated above.
World Bank Services Trade Restrictiveness Index (STRI) therefore may provide a more complete
picture, as it reflects ‘global’ restrictions on trade and investments (so not just those reported by EU
companies). As illustrated in Table 8.6 below, the overall STRI for Jordan is moderate. In the
banking sub-sector major (50) restrictions are found in Mode 3, i.e. restrictions to FDI, while the
highest level of restrictiveness is found in cross border trade for insurances, with an STRI of almost
67.
Table 8.6 Overall STRI for financial services Jordan
Sub-sector

Overall

Mode 1

Mode 3

Financial

28.6

25.85

30.61

- Banking

42.5

0

50

- Insurance

6.7

66.67

0

Source: World Bank.

The relatively high level of restrictiveness for Mode 3 in banking is due to the fact that while foreign
ownership is allowed without limitations, in practice, no new licenses are being issued due to
market conditions. While the measure as such is non-discriminatory – it applies to both domestic
and foreign applicants - it seems to be meant to protect incumbents, and thus restricts the market.
The high levels of restrictiveness in insurances is due to the fact that cross-border trade is not
allowed for life or car insurance. For both commercial presence is allowed and this is without
restrictions.
Table 8.7 STRI summary of key restrictions for financial services Jordan
Specific area

Mode 1

Mode 3

Lending by banks

Allowed.

There is no limit on foreign ownership. New licenses are no longer
being issued to any applicant (domestic or foreign) due to market
conditions.

Acceptance of

Allowed.

deposits by banks

There is no limit on foreign ownership. New licenses are no longer
being issued to any applicant (domestic or foreign) due to market
conditions.

Automobile

Not allowed.

There are no restrictions.

Life Insurance*

Not allowed.

There are no restrictions.

Reinsurance

Allowed.

There are no restrictions.

Insurance*

* Evidence suggests that car and life insurance trade is globally more restricted than other forms of financial services trade, due
to the nature of this kind of service and the potential legal implications (e.g. of claims).
Source: World Bank.

Restrictions to investment
Investment and commercial laws in Jordan do not contain any trade-restrictive investment
measures and have generally been in compliance with the WTO’s Trade-Related Investment
Measures (TRIMS). Investment incentives take the form of income tax and custom duties
exemptions which are granted to both Jordanian and foreign investors. Jordan actively encourages
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foreign investments and the development of an outward oriented, market-based economy. In
particular, banking, information and communication technology, pharmaceuticals, tourism, and
services sectors have all experienced key reforms in recent years. 342 Some restrictions still apply in
certain sectors, but financial services are not among these.
Jordan’s investment climate scores average and while on paper good, some hidden costs and
barriers have been observed by investors, including e.g. red tape, vague regulations and conflicting
jurisdictions.343 The country scored 119 out of 189 countries on the World Bank Doing Business
index in 2014. It scores particularly low in the areas: getting credit, and protecting investors (170 out
of 189) and enforcing contracts (133 out of 189). These are areas that clearly affect the financial
services sector as well.

8.3.2 Market access in the EU
Services Trade Restrictiveness Index for EU
While the STRI is presented for the EU as a whole, divergence does sometimes still exist between
MS, which is reflected in the more detailed comments provided with the STRI.
The table below presents the overall STRI for the EU. Overall trade restrictiveness is low, with no
perceived barriers in Mode 3.However, the STRI for cross border trade in insurances is still quite
high, with life and car insurance cross border trade generally not allowed, or only under certain
conditions.
Table 8.8 Overall STRI for financial services EU
Sub-sector

Overall

Mode 1

Mode 3

Financial

4,2

34,69

0

- Banking

3,8

25

0

5

50

0

- Insurance
Source: World Bank.

As such insurance restrictions in Mode 1 are not that dissimilar from Jordanian trade restrictions in
this area.
EU financial services imports: patterns and main suppliers
The EU is the largest exporter of financial services globally, although the economic crisis has lead
to a decline in exports over the past few years. Main trading partners include the US and other
OECD countries.

8.4

Impact assessment of the financial services sector

8.4.1 Economic Impact
Potential for the DCFTA to remove barriers
While the exact ambition levels for financial services liberalisation are of yet unknown, we expect
very little direct impact from the DCFTA. In light of Jordan’s history with other preferential trade
agreements (PTA), this assumption is considered realistic. As was observed by Roy (2012), while
the US – an important trading partners for Jordan, with which it has an FTA – generally achieves
342

343

U.S. Department of State. 2013 Investment Climate Statement – Jordan
(www.state.gov/e/eb/rls/othr/ics/2013/204667.htm).
Idem.
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the same level of commitments in all its PTAs (beyond GATS), its agreement with Jordan shows
considerably lower commitments, as it was based on GATS.344 It is unlikely that the EU will achieve
a higher level of commitment from Jordan than the US.
While we do not expect any direct barriers removal through the DCFTA, we do expect that the
DCFTA will affect barriers to financial services trade and investment through gradual regulatory
approximation .
As regards the resumption of issuance of licenses for commercial establishment in Jordan by banks
(lending and acceptance of deposits by banks), this is essentially a domestic policy issues as it
reflects practice rather than commitments. Potentially the DCFTA could open dialogues on this
issue.
Finally, the potential of the DCFTA to remove barriers in other sectors can indirectly affect the
financial services sector, with its strong links to other sectors in the economy.
Effects of removal / impact of DCFTA
The general effect of removal of barriers through trade liberalisation has been visualised in the
figure below. It is based on a paper published by International Financial Services, London, which
summarises the findings from several studies.
Figure 8.5 Impact of financial services liberalisation

Barriers to
commercial
presence

Barriers to crossborder supply

Barriers to
domestic firms

Liberalisation

Entry of foreign
firms (Mode 1 or 3)

Entry of domestic
firms

Increased
competition

Greater
efficiency

Increased
financial
depth

Improved
access to
finance

Enhanced
financial
system

Business
support

More
choice

Higher growth
Source: Modified after IFSL (2002)345.

344

345
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Roy, Martin (2012) “Services Commitments in Preferential Trade Agreements: Surveying the Empirical Landscape”. NCCR
Trade Working Paper No. 2012/02 January 2012.
http://www.wto.org/english/forums_e/ngo_e/ifsl.pdf.
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While this figure provides a stylised causal chain of financial services liberalisation, it should be
noted that effects and impacts are also contingent on a number of conditions that need to be met,
to ensure liberalisation does not lead to distress in the domestic economy. These include: a sound
institutional and regulatory framework; the quality of the financial system; and prudent monetary
policy. Particularly the aspect of a strong institutional framework has received a lot of attention
since the global financial crisis in 2008/2009. The resultant reforms globally include both bank-level,
or micro-prudential regulation, which will help raise the resilience of individual banking institutions to
periods of stress and macro-prudential supervision, which addresses system wide risks that can
build up across the banking sector as well as the pro-cyclical amplification of these risks over time.
It should be noted that divergence in regulatory frameworks between trading partners can in itself
form a barrier to trade and investments due mainly to higher costs of compliance.
Finally, it perhaps goes without saying that the extent to which foreign and domestic firms will
indeed enter the market after liberalisation will also depend on the attractiveness and potential of
the market as such.
Effect of removal specific barriers
Currently where Mode 1 allowed for financial services and insurance in particular, foreign
companies are not necessarily allowed to actively solicit business or engage in marketing activities.
The DCFTA could change this, meaning EU companies may more actively target Jordan as an
export destination for their services. This is largely dependent on whether it is indeed taken up in
the DCFTA and the size of the market (whether it justifies marketing investments). Given the fact
that despite a challenging economic environment, the economic outlook for Jordan is reasonably
positive and its population is relatively young, market potential could lure EU companies to the
market. However, the market does seem to be well-serviced and there is already a substantial
foreign (albeit not necessarily EU) presence in the sector. As such we expect little direct impact on
FDI (from the EU) in the sector.
It is unclear to which extent removing barriers to cross border trade for insurance services will have
any real effect on increasing trade, since such services tend to be relatively bound by proximity and
national legislative issues (e.g. car, accident and life insurance).
The addressing of nationality requirements could open up more potential for investment in the
sector and ultimately increased competition and consolidation. It should be noted though that
demand for insurance services should first be further developed and increased (which could of
course be aided by the introduction of new products, better marketing and advertising, etc. by
foreign entrants to the market).
Effect of removal of regulatory barriers
While no specific regulatory barriers were found, it has been noted that hidden costs are
experienced by investors in Jordan and that these are in part attributable to regulatory aspects. The
EU already has dialogues on financial services regulation with major trading partners such as the
US. As part of the DCFTA such a dialogue facility could also be set up for financial services
regulations between the EU and Jordan. In case regulatory approximation is included in the DCFTA
as it is in many other EU FTAs, such approximation would lead to the alignment of regulations and
standards, mutual recognition agreements, etc. hence less need for companies to fulfil different
requirements, adhere to different standards, etc.. It should be noted that there may be a need to
provide assistance to Jordan for implementation of relevant EU and international standards to
enable such regulatory approximation to take place efficiently and effectively. Given that Jordan is
already making efforts to comply with international frameworks for financial sector reform and
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standards (to which both parties subscribe), the potential impact may concern a speeding up of
ongoing processes where bilateral trade and investment is concerned - rather than totally ‘new’
impact. Through dialogue and/or assistance the EU may e.g. help Jordan in its process of
complying with Basel III, based on its extensive experience with financial sector reform based on
these principles.
Regulatory approximation in combination with the introduction of new technology by foreign
investors (see below), could also lead to the introduction of international standards, which would
help the sector’s competitiveness not just vis-à-vis the EU, but also globally.
Indirect effect of DCFTA (through effect on other sectors)
While, as we have mentioned, in our model we have assumed no changes in the services sectors
due to the DCFTA, the modelling results do indicate that the output of services is expected to
increase by 0.6 per cent, with a somewhat bigger effect on the less skilled employment. It is unclear
to which extent this increase relates to financial services per se, but given the sector is the fourth
biggest contributor to services value added suggests at least some of this effect will concern
financial services.
This can be explained by the fact that DCFTA impacts in other sectors and at the general level
(more interaction and cooperation) will have an indirect effect on financial services as well. The best
example of this is if foreign investors in other sectors enter the market and increase demand for
financial services to support their businesses. This demand will often be based on higher or at least
international quality levels, thus raising demands for quality and technology in the domestic
financial services sector. But it could also mean that foreign investors will want to continue using
the services of their ‘own’ bank, implying increased trade or even investments by financial services
providers as they follow their clients.
This in turn will raise the bar for domestic providers and / or lead to the introduction of new
technologies and improvement of operating efficiencies (e.g. through M&A). Foreign entrants and
increased competition may also introduce new products.
At a general level, increased trade and direct investments in Jordan by EU companies may also
raise the interest of EU investors in the Jordanian capital markets. While relatively small, the
reasonably sound and adequately operating ASE, combined with Jordan’s position as a relatively
stable market in the Middle East could make investing here attractive.
Ultimately strengthening of the banking sector should lead to an increased capacity to lend to e.g.
companies (i.e. an improvement in access to capital) and thus stimulate investments. While
research indicates that the presence of foreign providers does not tend to increase SME lending, a
more efficiently operating enhanced financial system may well do so.
Conditions for realisation / maximisation of effects
As was illustrated in the SWOT analysis of both the financial services and insurance sub-sectors,
there still remain major weaknesses in these sectors that need to be overcome through domestic
policy and other changes. As regards financial services, it has been noted by stakeholders that the
regulatory framework should still be strengthened and improved (also reflected in weak scores of
doing business indicators in e.g. investor protection), transparency and information to consumers
should be improved, and financial market reforms should continue and be deepened. As indicated,
the DCFTA and the dialogues it will open up can contribute to these reforms and changes.
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In addition, the insurance market in particular would require consolidation (through mergers and
acquisitions) and substantial strengthening of its capacity, while both sub-sectors would need
improvement of competitiveness and capacity to export and do business abroad. While foreign
investments (from the EU) may help such changes take place (e.g. through M&A), certain
conditions must first be fulfilled for the market to even become attractive for foreign investors. This
particularly holds true for the insurance sub-sector.

8.4.2 Social impact
We note here again that overall impacts in the financial services sector as a consequence of the
DCFTA are expected to be small and therefore social impacts should be considered as contingent
on whether the above mentioned potential impacts indeed materialise. In case they do, socially, the
following effects may be expected:


Employment effects: Increased activity may mean more jobs, but more modern, technologically
advanced systems as well as consolidation of markets may reduce need for labour; the nett
effect is impossible to predict at this stage;



Wage and price effects; if increase in FDI, this may lead to higher wages (more competitive,
export capable companies tend to pay higher wages and have better labour conditions).
Likewise prices of services likely to go down;



Education and skills: In the insurance sector in particular the need for qualified and skilled staff
and the retention of staff will need to be increased;



Increased consumer choice: New entrants and increased competition could lead to more
consumer choice, both between providers and between different (new) products).

8.4.3 Environmental impact
Environmental impact of the DCFTA in the financial services sector is expected to be negligible
(increased activity could imply increased use of electricity for running systems) and therefore not
considered in detail.

8.5

Conclusions and policy recommendations

8.5.1 Conclusions
Financial services liberalisation has led to the establishment of numerous foreign and domestic
banks in Jordan over the past decade or so. The banking sector is fully privately owned, welldeveloped, and profitable. The liberal regulatory environment and the smooth operations and
liquidity of the Amman Stock Exchange, has become a major factor of attractiveness for foreign
investments (JEDCO, 2011). The insurance sub-sec tor is relatively undeveloped and still faces
substantial challenges. At present the market seems saturated and there is a need for consolidation
and a better understanding of insurance services and products among consumers.
Trade restrictiveness in the financial services sector is moderately low in Jordan, with a few
exceptions in specific areas, such as the non-granting of new licenses in banking. Ambition levels
within the DCFTA are unknown at this point, but are expected to be low given Jordan’s reasonably
high GATS commitments and its track-record with other PTAs, which do not generally surpass
GATS commitments that much.
The DCFTA could address some specific trade and investment restrictions, but it is more likely that
impacts will be of an indirect nature (through effects on other sectors) and through gradual
regulatory approximation. Effects are also expected to be conditional on a number of domestic
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issues. For instance, Jordan could improve on several aspects of it business environment and
investment climate to further improve its attractiveness as an investment location generally and for
financial services in particular and financial sector reform should continue and be further deepened.

8.5.2 Recommendations
The above observations lead to the following recommendations for measures to be taken either
within the context of the DCFTA (the actual agreement or dialogues that will be set up as part of it)
or need to be addressed through flanking policy and regulatory measures.
Table 8.9 Policy recommendations
Policy measure

Potential to address

Potential to address

within DCFTA

outside DCFTA

Removal of restrictions on active solicitation and marketing
by EU companies in Jordan an vice-versa (where

x

applicable)
Gradual regulatory approximation and support for reform of
Jordan’s Regulatory Framework, in keeping with reform

x

x

process in EU
Increase transparency of licensing procedures in banking

x

sector
Promote consolidation of the insurance market and develop

x

market further
Continue and deepen financial market reforms

x

Develop competitiveness and export capacity of both subsectors

x
x

Given the limited and uncertain expected social and environmental impacts, no recommendations
in these areas are made. We recommend that actual impacts in the sector be monitored and in
case they do turn out to be substantial that social impacts be reviewed again.
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9

Telecommunication services

9.1

Introduction
The telecommunication sector as part of the general communication sector (which also includes for
example postal and courier services) consists of the subsectors as presented below. Note that the
sectoral classification follows the Services Sectoral Classification List (SSCL), which is also used to
map GATS schedules of commitments. Furthermore, the SSCL sectors have been mapped to the
4-digit provisional CPC nomenclature to give insight into the broader categories that the specific
services fall into. This also provides an indication of which services for example could be provided
by a single provider.
Table 9.1 SSCL – CPC mapping
SSCL

CPC

A.

Postal services

B.

Courier services

C.

Telecommunication services

a.

Voice telephone services

7521

Public telephone services

b.

Packet-switched data transmission services

7523**

Data and message transmission
services

c.

Circuit-switched data transmission services

7523**

Data and message transmission
services

d.

Telex services

7523**

Data and message transmission
services

e.

Telegraph services

7522

Business network services

f.

Facsimile services

7521**+7529**

Public telephone services + Other
telecommunication services

g.

Private leased circuit services

7522**+7523**

Business network services + Data and
message transmission services

h.

Electronic mail

7523**

Data and message transmission
services

i.

Voice mail

7523**

Data and message transmission
services

j.

On-line information and data base retrieval

7523**

Data and message transmission
services

k.

Electronic data interchange (EDI)

7523**

l.

Enhanced/value-added facsimile services,

7523**

Data and message transmission
services

incl. store and forward, store and retrieve

Data and message transmission
services

m.

Code and protocol conversion

n.a.

n.

On-line information and/or data processing

843**

Data processing services

(incl. transaction processing)
o.

Other

D.

Audiovisual services

**

The (**) indicates that the service specified constitutes only a part of the total range of activities covered by
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SSCL

CPC

the CPC concordance (e.g. voice mail is only a component of CPC item 7523).

Another view of the telecommunication sector is the market view depicted in Table 9.2. This gives a
better idea where regulatory jurisdiction falls (and hence the relevance for international price
finding, i.e. also scoping what typically falls within international agreements).346
Table 9.2 Markets in the telecommunication sector

Retail

347

Fixed

Mobile

Access to the public telecommunications

Access to the public mobile telecommunication

network

network

Publicly available telecommunication services

Publicly available mobile telecommunications
services

Leased lines
Whole

Call origination on the public

Call origination on the public mobile

sale

telecommunication network

telecommunications network

Termination of national calls on the public

Termination of national calls on the public mobile

telecommunications network

telecommunications network

Termination of international calls on the public

Termination of international calls on the public

telecommunications network

mobile telecommunications network

Transit services on the public

Wholesale access to the public mobile

telecommunications network

telecommunications network

Wholesale unbundled access

The wholesale national mobile telecommunications
market for international roaming

Wholesale broadband access
Wholesale leased line terminations
Provision of wholesale trunk segments of
leased lines
International circuit for internet connectivity
Source: OECD (2008).

A well-developed telecommunication sector is of great importance for every country. It is a driver of
growth as it has a strong potential to reduce transaction costs, thereby making business processes
more efficient and increasing productivity. On a global scale it is well-know that telecommunications
(or ICT in more general) is – alongside more efficient transportation and logistics – one of the two
drivers of globalization.
Similar to transportation services, the demand for telecommunication services has a derived nature
– meaning that demand for the service is not created in its own right, but that is more a facilitator for
satisfying the underlying demand (e.g. in case of transportation the demand for the good that is
being transported, or for telecommunication the demand for the information that is being
exchanged). This makes it dependent on general economic developments. Furthermore, the sector
is classified as a network industry, which leads to fixed and sunk costs externalities.
The telecommunication sector is developing relatively fast (mostly technology induced), which leads
not only to qualitative improvements but also quantitative ones, e.g. better geographical coverage.
A problem related to this relatively fast pace of development is that regulation at times lags behind
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and as a consequence some services remain (partially) unregulated. In an international context
there are several ways of trading telecommunication services:

 First, international calls can be made from a fixed location. There are several options for this
ranging from going through traditional settlement routes to internet-based VoIP services like
Skype. In the past decade, such new international call options have increased competition and
resulted in significant decreases of international fixed line calls. However, calling from a fixed
location into a foreign mobile network is mostly still very costly – mainly due to high termination
charges in the foreign market;

 Second, as already indicated above international calls can be made from a mobile location,
which in this case means that the call is initiated from a mobile headset and then routed through
the fixed line network;

 Third, international roaming agreements make it possible to connect to foreign mobile networks
when being abroad. This enables customers to send text messages or call somebody while
being connected to a foreign network, as well as receiving calls and messages;

 Fourth, internet content can be traded and accessed in two basic ways: a) direct access, or b)
being routed via a third country to access foreign content;

 Lastly, it is possible for telecommunication providers to establish a commercial presence abroad
(mode 3) to offer their services this way. Traditionally, in many countries the telecommunication
services were offered through a state-owned monopoly, which allowed governments to
influence investments in a more direct way, as well as minimized the risk of a foreign provider
withdrawing services in case of a dispute. However, in order to increase competition and
benefits from its spillovers, some countries (like Jordan) have privatized their telecommunication
services.
As mentioned above the industry is realizing efficiencies through positive network externalities like
scale economies. While these are typically realized with increasing size of an operator it needs to
be ensured that markets remains competitive to prevent monopolies – and the consequent
additional rents extracted by the monopolist. Typically this is achieved by reducing the costs of
alternative infrastructure (e.g. ease the last mile problem), or by making sure that the current
infrastructure can be shared. Furthermore, within an efficient international telecommunication
network it needs to be ensured that interconnections between different networks are regulated
properly. This is done through interconnection agreements, which for example regulate origination
and termination charges. Similarly, frequencies need to be regulated and assigned in a way to
avoid congestion of networks, as well as account for technological developments that change the
usage intensity and distribution of different kinds of frequencies (e.g. current move to the usage of
lower frequency services such as the proliferation of WiFi spots). Furthermore, lowering switching
costs for consumer can enhance the competitive nature of telecommunication services. This
concerns for example easy transferability of phone numbers between providers, or the prevention
of other measures, which tend to lock-in the customer.
Generally, technological developments currently lead inter alia to convergence of services, i.e.
voice, data, and broadcasting content can be provided over a common platform. This often results
in lower prices, e.g. the effect VoIP services like Skype had on international fixed line services. This
is nicely illustrated by the fact that at the start of the development in 2006 VoIP contributed to 50
percent of the increase of international voice minutes. Another example for the intermodal
competition is the current advancement of mobile broadband services that can intensify competition
by switching of data traffic away from fixed broadband to mobile services. In this case, larger
availability of the services also leads to an increase in overall traffic volume, i.e. the quantity effect
mentioned above.
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Something to observe for regulators in the light of having multiple platforms (or services channels)
available are multi-product firms and their multiple-play offers. These often result in higher charges
on the fixed component, while at the same time leading to falling variable charges. A side effect of
this development is that it creates measurement problems of for example international calls. Such
measurement problems of trade are a pertinent problem for trade in services statistics in general.

9.2

The telecommunications sector in Jordan
Since the 1970s and the establishment of the Telecommunications Corporation (TCC) in 1971 the
development of the telecommunications sector in Jordan took off in all earnestness. At that time,
the TCC was still controlled by the government and was a horizontally integrated entity providing a
broad range of services (e.g. telephone, telegraph, or telex). Furthermore, it was not only the
provider of such services but also responsible for regulating them. Under the leadership of the TCC
the telecommunication network expanded and stimulated the economic development of Jordan.
At the start of the 1990s the national development program made it possible for private parties to
invest in the Jordanian telecommunications project. The Telecommunication Law No. 13 of 1995
led to the establishment of the Telecommunication Regulatory Commission (TRC), which paved the
way for corporatizing the TCC, hence, transforming it into a government-owned, commercially
operating company. Later, TCC was renamed Jordan Telecommunications Company (JTC). From
2000 onwards JTC was then successively privatized achieving full privatization in 2008. 51 percent
of the shares are help by France Telecom. Since 2005 JTC is not a monopoly anymore, i.e. the
market has been opened up to new entrants enhancing competition in the fixed line market. This is
also the case for so-called FBWA services (Fixed Broadband Wireless Access), for which five
companies were granted radio spectrum licenses in 2006. From a regulatory perspective it is
important to note that the 2002 Telecom Law emphasized the independence of the TRC.
With respect to mobile services the market is considered to be saturated. In 2013, new taxes in the
light of a government revenue-raising program are hampering -- according to industry players -further growth. This also might be the case for mobile internet services. However, the government
is still planning to issue licenses for 4G services and it can be expected that these will go
seamlessly over the counter. Currently there are four mobile services providers on the market with
Zain being the largest one in terms of subscribers (see Table 9.3).
Table 9.3 Mobile services providers in Jordan
Post-Paid

Pre-Paid

Total

Zain

529,240

3,566,336

4,095,576

Orange

173,441

3,089,622

3,263,063

Umniah

72,452

2,955,074

3,027,526

FRiENDi mobile
Total

0

66,694

66,694

775,133

9,677,726

10,452,859

Table 9.4 below shows the performance of the telecommunication sector since 2006. The
development described above is also reflected in the performance indicators, e.g. higher
subscription and penetration rates, and increasing demand for telecommunication services. In
terms of employment generated by the sector it becomes clear that since 2009 total employment
has been decreasing. This is particularly driven by less employment in the internet and fixed phone
market.
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Table 9.4 Sector statistics
2006

2007

2008

2009

2010

2011

2012

2013

Fixed Phone

614

559

519

501

485

424

401

379

Mobile Phone

Number of subscribers (thousand)

4,343

4,772

5,314

6,014

6,620

7,483

8,984

10,314

Internet (Subscribers)

206

228

229

245

346

617

933

1,503

Internet (Users)

770

1,163

1,500

1,742

2,324

3,137

4,260

5,300

11

10

8.9

8.4

8

6.8

6.3

5.2

Mobile Phone

78

83.3

91

101

108

120

140

142

Internet (Subscribers)

3.7

4

4

4.1

6

10

17

21

Internet (Users)

13.7

20

26

29

38

50.5

67

73

Fixed Phone

12.7

12.2

23

24

15

14

18

8

Mobile

139

92.5

65

120

124

101

122

127

Internet

2.3

11.1

22

31

80

26

4

3

Other Services

1.5

0.5

5

0.5

0.8

1

-

-

155.4

116.3

115

175.5

219.8

142

144

138

Fixed Phone

2,432

2,303

2,212

2,060

1,958

1,964

1,900

1,741

Mobile

2,251

2,283

2,079

2,296

1,886

1,796

2,143

2,151

Internet

415

498

644

1,080

830

779

533

300

Penetration Rate per 100 inhabitants (%)
Fixed Phone

Volume of Investments: (JD Million)

Total
Number of Employments

Other Telecom service
Total

294

135

345

320

65

61

20

20

5,392

5,219

5,280

5,756

4,739

4,600

4,596

4,212

Outgoing Mobile Traffic (Million minutes)
On -Net Traffic

4,676

6,888

10,182

13,436

16,592

22,068

29,633

30,658

To fixed

268

246

212

196

199

230

264

251

To Other Mobile Network

861

1,376

1,529

1,522

1,495

1,665

2,146

2,268

To International
Total

218

399

600

876

1,011

1,332

1,415

1,048

6,023

8,909

12,523

16,030

19,297

25,295

33,458

34,225

Incoming Mobile Traffic (Million minutes)
From Fixed

267

239

243

190

169

148

116

102

From International

270

369

409

479

516

677

626

600

Total
Total Outgoing and Incoming

537

608

652

669

685

825

742

702

7,456

10,878

14,727

18,212

21,473

27,762

35,653

34,927

1,204

1,363

1,774

2,158

1,889

1,637

2,282

2,552

Mobile Traffic (Million minutes)
Total SMS Sent (Millions)
Source: TRC.

As can be seen in Table 9.5, the general growth pattern is also confirmed by International
Telecommunication Union (ITU) sources. Overall, alongside Saudi Arabia, Jordan is one of the
most developed telecommunication markets in the MENA region.
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Table 9.5 Sector statistics ITU
Value

Average growth

Sector

2010

2011

2012

2005 - 2012

2011

2012

Total telephone subscriptions (per 100 inhab.)

110

118

134

9

7

14

Mobile-cellular telephone subscriptions (% in total)

93.0

94.0

95.0

2

1

1

Internet users (per 100 inhab.)

27.0

35.0

41.0

18

28

17

Fixed (wired-) broadband subscriptions (per 100 inhab.)

3.0

3.0

3.0

30

-2

-5

Secure internet servers (no.)

120

156

185

37

30

19

Source: ITU, retrieved via WTO I-TIP Services.

Table 9.6 shows the baseline figures that entered the CGE model calculations, i.e. GTAP database.
Here the figures are shown for the complete communications sector, which for example includes
audiovisual services, as well. It becomes clear that, while being a driver and facilitator for economic
growth, the communication sector by itself has only a marginal contribution (2.9%) to total value
added in the Jordanian economy. Furthermore, shares in export (also to EU) are marginal.
Interview partners have confirmed this, i.e. whilst they see opportunities to export to the EU the
current importance of EU market is almost negligible.
Table 9.6 GTAP sector statistics (2011)
Baseline figures
Value added (% of total)

2.9%

Exports in mln EUR

72.99

Exports to EU in mln EUR

33.16

Imports in mln EUR

16.34

Imports from EU in mln EUR

6.83

Employment (% of total)
- Low skilled

1.1%

- Medium skilled

4.6%

- High skilled

3.8%

Source: GTAP 8 database.

In total terms, Table 9.7 shows the development of value added figures of the telecommunication
section in Jordan between 2009 and 2011. Overall, these figures do not necessarily correspond
with the positively developing indicators depicted above, i.e. the decreasing value added in 2011
cannot be traced back to the numbers shown in Table 9.4.
Table 9.7 Value added development
Value
Sector

Variable

Post & Tele-

Value added

communications

(mill. US$)

2009

979

Average growth
2010

1,183

201

% in total

2005 -

1

services - 2010

2011

963

7.9

8

2010

2011

21

-19

Source: WTO I-TIP Services.

9.3

Market access conditions
As indicated in the introduction, international trade of telecommunication services is governed by
the GATS. Typically, barriers in services trade can be differentiated between discriminatory vs. nondiscriminatory barriers, as well as those that affect market entry (establishment) and/or operations.
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An important step in tackling such barriers in telecommunication services trade was the 1997
concluded “Reference Paper” on pro-competitive regulatory principles. It acts as additional
commitments in the GATS schedules and has been signed by 67 countries. The six core points of
the agreement are:
1. The regulatory body is separate from the operator and must employ procedures that assure
impartiality in regard to all market participants;
2. Government obligation regarding the treatment of large suppliers with respect to market power
implications;
3. Governments shall ensure that major suppliers do not engage in anticompetitive behaviour;
4. Assurance by governments of interconnection with a major supplier for competitors at any
technical feasible point in the networks;
5. Universal service is an objective that may be supported with certain policy measures;
6. Scarce resources will be allocated through timely, objective, transparent, and non-discriminatory
procedures.

9.3.1 Market access to the Jordanian telecommunications sector
With the membership of the WTO Jordan was obliged to fully liberalize the telecommunication
market by end of 2004, also in line with the reference paper mentioned above.
Jordan has undertaken these liberalization steps, and foreign service providers are free to enter the
market (e.g. Orange and Zain in the mobile market). In the beginning of the 2000s the EC
requested to remove the requirement to use gateways for Global Mobile Personal Communication
by Satellite (GMPCS). This requirement can still be found in the schedule of Jordan as depicted
below, i.e. when establishing a commercial presence (mode 3) the gateway provider needs to be
locally authorized.
What has been agreed in the GATS schedule and what happens on the ground is at times different.
Consequently, it makes sense look at measure that give an idea of how restrictive trade is in
“reality”. For this we have consulted the World Bank STRI database. The main policy measures for
the Jordanian telecommunication services sector are listed in Table 9.8. Here we see as well that
the Jordanian telecom market is open and liberalized. A restriction that explains why Jordan has a
sectoral STRI of 25 is that for greenfield subsidiaries in the mobile market 0% foreign ownership is
allowed, i.e. that the ownership must be fully retained in Jordan. However, the market is still
attractive enough for foreign service providers to enter.
Table 9.8 Main policy measures for Jordan’s telecom sector
Subsector

Variable

Response

Fixed-line

Market entry allowed

yes

telecommunications

Greenfield subsidiary - max. ownership allowed

100

Acquisition domestic private entity -max. ownership allowed by a

100

group of entities
Difference in licensing criteria for foreign and domestic applicants

no

Limit on number of licenses available

no

Nationality requirement for board of directors

no

Right to appeal regulatory decisions

yes

Mobile

Market entry allowed

yes

telecommunications

Greenfield subsidiary - max. ownership allowed

0

Acquisition domestic private entity -max. ownership allowed by a

100

group of entities
Difference in licensing criteria for foreign and domestic applicants
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Subsector

Variable

Response

Limit on number of licenses available

yes

Nationality requirement for board of directors

no

Right to appeal regulatory decisions

yes

Source: World Bank STRI database.
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GATS Commitments Jordan
Limitations on Market Access

Limitations on National Treatment

a) Voice telephone services (CPC 7521) d) Telex services (CPC 7523) e) Telegraph services (CPC 7522) f) Facsimile services (CPC 7521 + 7529) g) Private leased circuit
services (7522+7523)
1)

International callback is not allowed. Starting no later than 31 December

1)

2004, none.

International callback is not allowed. Starting no later than 31 December 2004,
none.

2)

None

2)

None

3)

Jordan Telecommunications Company (JTC) has the exclusive right until

3)

Unbound. Starting no later than 31 December 2004, none.

4)

Unbound, except as indicated in the horizontal section.

31 December 2004. Starting no later than 31 December 2004, none.
4)

Unbound, except as indicated in the horizontal section.

Additional Commitments:
Jordan undertakes the obligations contained in the reference paper attached hereto.
b) Packet- switched data transmission services (CPC 7523) c) Circuit- switched data transmission services (CPC 7523) Value added services: h) e-mail (CPC 7523) i)
voice-mail (CPC 7523) j) On-line information and data base-retrieval (CPC 7523). k) Electronic Data Interchange (CPC 7523) l) Enhanced value added facsimile services
(CPC 7523) m) Code and protocol conversion n) On-line information and/or data processing (including transaction processing) (CPC 843) Internet (excluding voice
telephone and facsimile services)
1)

None

1)

None

2)

None

2)

None

3)

Service provided only over circuits leased from JTC. Starting no later

3)

None

4)

Unbound, except as indicated in the horizontal section.

than 31 December 2004, none.
4)

Unbound, except as indicated in the horizontal section.

Mobile voice and data services
1)

None

1)

None

2)

None

2)

None

3)

Duopoly will be maintained until 31 December 2003. Commercial

3)

Unbound. Starting no later than 31 December 2004, none.

4)

Unbound, except as indicated in the horizontal section

presence is subject to 51% foreign equity limitation.
Starting no later than 31 December 2004, none.
4)

Unbound, except as indicated in the horizontal section

Global Mobile Personal Communication by Satellite (GMPCS)
1)

None

1)

None

2)

None

2)

None

3)

None, except through local authorized provider (gateway provider).

3)

None
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GATS Commitments Jordan
Limitations on Market Access

Limitations on National Treatment

4)

4)

Unbound, except as indicated in the horizontal section.

Unbound, except as indicated in the horizontal section.

Paging Services (land based) (CPC 75291)
1)

None

1)

None

2)

None

2)

None

3)

The total number of service suppliers is subject to an economic needs

3)

None

4)

Unbound, except as indicated in the horizontal section.

1)

International callback is not allowed. Starting no later than 31 December 2004,

test. Starting no later than 31 December 2004, none.
4)

Unbound, except as indicated in the horizontal section.

Public pay-phone services (booth services)
1)

International callback is not allowed. Starting no later than 31 December
2004, none.

none.

2)

None

2)

None

3)

The total number of service suppliers is subject to an economic needs

3)

None

4)

Unbound, except as indicated in the horizontal section.

test. Starting no later than 31 December 2004, none.
4)
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9.3.2 Market access to the EU telecommunications sector
Similar to Jordan, the EU has liberalized its telecommunication market as well (see GATS
schedules on the next pages). According to the World Bank database there are only minor
restrictions (e.g. VOIP services in Bulgaria). During the interviews with Jordanian industry
representatives it became clear that the small size of Jordanian telecommunication companies
make it difficult to enter the complex EU market. As such, entry to the EU from a Jordanian
perspective is more about business models and home market leverage (size) than regulatory entry
restrictions.
Table 9.9 World Bank STRI summary EU
Restriction
Fixed-line

Allowed in all member states. There are no restrictions, with the exception of

telecommunications

France and Bulgaria. In France, non-EC persons or juridical persons cannot hold
over 20 percent of voting shares of firms that operate radio-based infrastructure for
the provision of telecom services. In Bulgaria, VOIP may not be allowed.

Mobile

Allowed in all member states. There are no restrictions in all countries except for

telecommunications

Bulgaria, where VOIP may not be allowed.

Source: World Bank STRI database.
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GATS Commitments EU
Limitations on Market Access

Limitations on national treatment

All sub-sectors
1) 2) 3) 4)

FIN : The general horizontal requirements for legal entities in

1) 2) 3) 4)

FIN: The general horizontal requirements for legal entities

GATS/SC/33 shall not apply to the telecommunications sector except

in GATS/SC/33 shall not apply to the telecommunications

as :

sector. Requirements concerning the Åland islands shall
continue to apply.

- half of the founders, half of the members of the board of directors
and the managing director must have permanent residence in the
European Economic Area. If the founder is a legal person, it must
have residence in the EEA.
Additional Commitments:
The European Communities and their Member States undertake additional commitments as contained in the attachment, all parts of which are equally binding. B: Licensing
conditions may address the need to guarantee universal service, including through financing, in a transparent, non-discriminatory and competitively neutral manner and will not be
more burdensome than necessary.
Domestic and international Domestic and international services provided using any network technology, on a facilities based or resale basis, for public and non-public
use, in the following market segments (these correspond to the following CPC numbers: 7521, 7522, 7523, 7524**, 7525, 7526 and 7529**, broadcasting is excluded): a.
Voice telephone services b. Packet switched data transmission services c. Circuit-switched data transmissions services d. Telex services e. Telegraph services f.
Facsimile services g. Leased circuit services
1)

None except for*2:

1)

None

E: none, except that the liberalisation calendar will be as follows: one

2)

None

3)

None

4)

Unbound except as indicated in the horizontal section.

additional nation-wide licence in January 1998; full liberalisation as
from 30.11.1998*3.
IRL: None except for public voice telephony and facilities-based
services where none as of 1 January 2000.
P: None, except for public voice telephony, telex and telegraph where
none as from 1 January 2000, and facilities-based services where
none as from 1 July 1999.
GR: None except for public voice telephony and facilities-based
services where none as of 1 January 2003.
2)

None

3)

None except for*2:
E: none, except that the liberalisation calendar will be as follows: one
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GATS Commitments EU
Limitations on Market Access

Limitations on national treatment

additional nation wide licence in January 1998; full liberalisation as
from 30.11.1998*3.
IRL: None except for public voice telephony and facilities-based
services where none as of 1 January 2000.
P: None, except for public voice telephony, telex and telegraph where
none as from 1 January 2000 and facilities-based services where
none as from 1 July 1999.
GR: None except for public voice telephony and facilities-based
services where none as of 1 January 2003.
4)

Unbound except as indicated in the horizontal section.

Notes:

*2) Luxembourg has requested a delayed date for the liberalisation of
telecommunications until 1.1.2000. The EC decision on this request is still pending.
*3) Applications for further licences to be received as from 1 August 98.

o. Other services: Mobile and personal communications services and systems
1)

None except for:

1)

None

IRL, P: international interconnection of mobile networks with other

2)

None

mobile or fixed networks where none as of 1.1.1999.
2)

None

3)

None

3)

None except for:

4)

Unbound except as indicated in the horizontal section.

IRL, P: international interconnection of mobile networks with other
mobile or fixed networks where none as of 1.1.1999.
4)

Unbound except as indicated in the horizontal section.

h)Value-added services *19, Electronic Mail, Voice Mail, On-line Information and Data Base Retrieval, EDI, Code and Protocol Conversion
1)

None

1)

None

2)

None

2)

None

3)

P: The direct or indirect participation of natural persons, who are non-

3)

None

nationals of EC Member States or non-EC companies or firms in the
capital of carriers of complementary telecommunications services,
whose exploitation involves the use of complementary
telecommunications infrastructures, cannot exceed 25 per cent.
Complementary telecommunications infrastructures are all public
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GATS Commitments EU
Limitations on Market Access

Limitations on national treatment

telecommunications infrastructures which are not part of the basic
telecommunications network.
4)

Unbound except as indicated in the horizontal section

Notes:

4)

Unbound except as indicated in the horizontal section

*19) Excludes voice telephone, packet and circuit switched data services, telegraph,
telex, mobile radio telephone, paging and satellite services.

Source: WTO I-TIP Services.
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9.4

Impact assessment
Given that both markets are already fully liberalized we do not expect any impact for the Jordanian
telecommunication sector (or EU telecommunication sector for that matter). If we take the
telecommunication provisions in Jordan - US FTA as a benchmark, we do not see any deviations
from what can be found in the Jordanian GATS schedule.
Lastly, if there were traceable effects to be expected then this would be induced by positive DCFTA
effects on other sectors. Here, we refer back to the derived nature of demand for
telecommunication services, i.e. that a general positive economic trajectory is very likely to have a
positive impact on the demand for telecommunication services.

9.5

Conclusion and policy recommendations
Given the analysis above there are no policy recommendations within the framework of the DCFTA.
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10 Water and energy

Energy and water scarcity are equally pressing issues in Jordan. The two “sectors” are therefore
analysed in the context of the DCFTA TSIA for two main reasons: first, the constraints with respect
to water and energy availability in Jordan are so extreme that they may limit the country’s
exploitation of opportunities from the DCFTA – sufficient energy and water management is
therefore a necessary precondition for all DCFTA effects that may have been measured by
economic modelling. Therefore we give relatively large weight to the general description of the
sector(s). Second, the DCFTA can in turn affect water and primary energy use in Jordan – in two
ways. Economic growth can lead to an increase in demand (depending on the relative growth of
individual sectors), while increasing trade in equipment for water management, energy efficiency, or
renewable energy (i.e. environmental goods) can have a balancing effect on the supply-demand
equilibrium. Especially in this latter point this sector study complements the overall environmental
analysis.

10.1 The water and energy sectors in Jordan
10.1.1 Water
Water scarcity and quality definitions
Water is a horizontal issue considering that all sectors can have an impact on water scarcity and
quality. The majority of the sectors require water in their production process and can impact water
resources either by consuming a large quantity, e.g. agriculture, and/or by altering its quality
through effluents and water pollution for instance. The chapter will not specifically look at the
impacts on population access to drinkable water, as the DCFTA’s impacts on this issue are less
direct.
Water scarcity is a relative concept that can occur at any level of supply or demand. It refers to ‘the
relative shortage of water in a water supply system that may lead to restrictions on consumption’ (El
Kharraz et al. 2012). The population-water equation is sometimes used to define water scarcity at
the level where the annual water supplies are below 1,000m3 per person. When the water supplies
drop below 500m3 it is defined as absolute scarcity, and when the level is below 1,700m3 but
above 1,000m3, the situation is defined as water stress (United Nations website). Causes of water
scarcity are diverse. They can be anthropogenic, like population growth, but also naturally induced,
e.g. drought and climate change acting as an exacerbating factor by altering water supply patterns.
Next to availability, quality of the water used is important, for human consumption but also for
industrial and agricultural use. Fresh water is defined as water containing less than 1,000
milligrams per litre of dissolved solids, most often salt; it only represents around 3 percent of all
water on earth (U.S. Geological Survey website). Available fresh water quality can deteriorate
locally for different reasons. Some of the main causes of alteration of water quality are pollution by
chemicals, uncontrolled hazardous waste or landfills, but it can also be caused by increased salinity
with flooding of fresh water by sea water in aquifers for instance.
Generic water scarcity
The total Jordan water replenishment is estimated at 980 million m3/year (Jordan-ENPI Benefit
Assessment, 2011). Of this replenishment, 27.2 percent of this volume originates from other
countries, making the country’s water supply vulnerable. Furthermore, as discussed under the
environmental analysis, Jordan has large geographic and climatic variability: the Mountain Heights
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Plateau has a rainfall of approximately 600mm / year, compared to less than 50 mm / year in the
Eastern Dessert (Badia) region.
Jordan is considered to be one of ten countries with the highest water scarcity in the world. Jordan
has an extensive water infrastructure to address water shortages and geographical differences in
water availability. This infrastructure consists of dams, wastewater treatment plants (27 in total) and
desalination plants. The wastewater treatment and desalination provide an annual supply of 93
million m3/year. In addition, groundwater and water stored in aquifers (permeable rock bodies
containing water) provide Jordan with water. However, the current annual groundwater abstractions
are over 40 percent higher than annual sustainable yield.348 This unsustainable use of water results
in an overexploitation and declining groundwater levels (Jordan-ENPI Benefit Assessment, 2011).
The supply of freshwater as outlined above is, however, not sufficient to meet water demands. The
water exploitation index, which is defined as the withdrawal of water divided by the availability of
water, stands at 96 percent. The demand for water exceeds supply and this exceedance is
expected to rise to 33 percent by 2025 (Haddadin 2006; Ministry of Water and Irrigation, Jordan
2009a), fuelled mainly by population growth.349 In light of recent unrest in neighbouring countries, a
significant increase in refugees can be expected. Additionally, as outlined in the figure below, a
gradual decrease of precipitation can be observed. This will further exacerbate the already
widening gap between demand and supply.

Figure 10.1

Precipitation pattern between 1937 and 2012

Source: Annual report Jordanese Ministry of Water and Irrigation 2012

Water scarcity has a high priority for the Jordanian government. The text box below indicates the
priorities and policy topics in the Jordanian Water Strategy.
Text box: Jordanian Water Strategy
348
349
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http://www.erf.org.eg/CMS/uploads/pdf/1290796086_Envi_Nov_01.pdf.
http://www.erf.org.eg/CMS/uploads/pdf/1290796086_Envi_Nov_01.pdf.
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Jordan recognizes the severe water scarcity and the corresponding constraints for future development. In
addition to set of 14 strategic objectives, the government has set out eight core principles:
1.

Recognition of limitations to water supply;

2.

Jordan must prepare for impacts with unknown gravity, due to the changing climate;

3.

Water management and protection is a shared responsibility of citizens, private and public sectors;

4.

More knowledge on water resources is required for effective decision making;

5.

Water use must become more efficient and effective;

6.

Healthy aquatic ecosystems are vital for quality of life;

7.

Groundwater and surface water quality must be preserved for pursuing economic and community
development;

8.

Jordan must take care of drinking water quality.

Sectorial water supply and demand in Jordan
The supply and demand of water are shown in the figures below. Despite its significance in the
water scarcity problem, municipal water use is to a lesser extent affected by the trade agreement.
Furthermore, touristic water use is relatively limited. Therefore, touristic and municipal water use
will not be further assessed.
Figure 10.2 Breakdown of water demand and supply in Jordan

Source: Water for Life, Jordan Water Strategy 2008-2022.

Industrial water use appears to be limited as well. However, industrial water use remains relevant
because industrial water use usually has a higher value added per volume of water used.
Additionally, the Jordanese government is planning and expecting a significant industrial growth
and corresponding industrial water use, as shown in the figure below. Consequently, the analysis
will focus on agricultural and industrial water use. They are analysed by breaking down sectorial
water use into subsectors, and assessing the impact of the DCTFA on the most water-intensive
sectors.
Figure 10.3

Projected water demands from 2010 to 2013
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Source: Annual report Jordan Ministry of Water and Irrigation 2012

Agricultural water use
FAO (2012)350 AQUASTAT mentions that the majority of irrigated crops is comprised of fruits (38%;
citrus, olives, palm), vegetables (23%; tomato, chili, potato, gourds) and cereals (16%; wheat,
barley). In addition, irrespective of irrigation, crops can use significant amounts of water. Annex G1
shows the annual production of crops in Jordan. Based on acreage, the primary crops are barley
(850 ha.), olives (625 ha.), wheat (210 ha.), tomatoes (100 ha.), citrus fruits (70 ha.) and potatoes
(60 ha.). Mekonnen and Hoekstra (2010)351 quantified the water intensity of different crops across
countries in the world, including Jordan. Using those data, the following table links the most
abundant crops of Jordan in terms of acreage to their water intensity. It must be stressed that these
figures can only be used indicatively, because the statistics might not be based on the same year
and different definitions might have been used for breaking down the agricultural sector into
subsectors.

350
351
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FAO (2012), AQUASTAT, FAO’s global information system on water and agriculture. http://fao.org/nr/aquastat.
Mekonnen, M.M. and Hoekstra, A.Y. (2010) The green, blue and grey water footprint of crops and derived crop products,
Value of Water Research Report Series No. 47, UNESCO-IHE, Delft, the Netherlands.
http://www.waterfootprint.org/Reports/Report47-WaterFootprintCrops-Vol1.pdf.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

Figure 10.4 Production and water intensity of common crops
Crop

Barley

Olives

Wheat

Tomatoes

Citrus fruits

Potatoes

Acreage

Production

Ha.

000 tons

Type

M3/ton

Total m3’s

850

20

Green

3,160

63,200

625

210

100

70

60

155

30

615

110

140

Water intensity

Blue

320

6,400

Grey

25

500

Green

1,740

269,700

Blue

1,095

169,725

Grey

330

51,150

Green

2,265

67,950

Blue

990

29,700

Grey

190

5,700

Green

40

24,600

Blue

85

52,275
0

Grey

0

Green

Unknown

Blue

Unknown

Grey

Unknown

Green

25

3,500

Blue

140

19,600

Grey

20

2,800

FAO (2012) and Mekonnen and Hoekstra (2010), footnotes of sources are provided in text above.

The table provides an estimate of which crops most affect agricultural water use. It would appear
that in terms of green, blue and grey water the production of olives is the dominant water user in
Jordan. Olives are followed by barley, wheat and tomatoes, which show a more or less equal water
use. Unfortunately, the water intensity of citrus fruits, an important cash crop, is not provided in the
UNESCO-IHE database.
Industrial water use
A similar approach as outlined above can be followed on industrial water use. In Annex G2 national
statistics are listed on industrial water and energy use, production and added value and imports and
exports. Based on these tables, of which the figure below is an extraction, the most water intensive
subsectors are chemical: manufacturing of refined petroleum (26%), basic chemicals (40%),
pharmaceuticals + medicinal chemicals (7%) and plastic products (4%). The steel industry also has
a significant water use (11% total).
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Figuur 10.1

Water use of hazardous industry by economic activity, 2011

Source: Jordan Department of Statistics, 2011
Based on the above, the focus of the impact assessment is 1) agriculture: olives, citrus, tomato,
wheat and barley) and 2) industry: refined petroleum, basic chemicals, pharmaceuticals (covered in
chapter 7) + medicinal chemicals, plastic products, basic iron and steel and casting of iron and
steel.

10.1.2 Energy
For an overview of the energy sector in numbers, it is important to look at primary energy sources,
and final energy use; and specifically, as an important part of final energy use, electricity. Primary
energy refers to raw energy materials; final energy (or secondary energy) refers to transformed
primary energy, e.g. refined gasoline or electricity. Final energy totals are thus smaller than primary
energy totals (due to transformation losses), but can more readily be assigned to demand sectors.
Supply issues for primary energy: import dependency
Almost 94 percent of Jordan’s primary energy is imported.352 In 2011, 68 percent of Jordan’s
primary energy was supplied by oil, and the remaining 32 percent by natural gas. Having provided
only four percent of primary energy consumption in 2000, gas had shown a significant increase in
the last decade353 following a pipeline contract with Egypt in 2004.354 However, the share of oil
again went up to 88 percent of primary energy demand in 2012, and 82 percent in 2013.355
This development can be attributed to issues with the Arab Gas Pipeline (AGP), which transports
Egyptian gas to Jordan and is the main source of the country’s natural gas imports (having provided
around 80 percent of Jordan’s gas demand before 2011356). However, after the Arab spring, Egypt
had itself been suffering from electricity and fuel shortages; the government announced to import
gas, lowered the volumes transported through the AGP (with a full suspension of supplies in
October 2012357), and increased the prices for exported gas. Additionally reflecting the unrest and
352

353

354
355

356
357
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Numbers for 2013. Source: own calculation based on Jordanian Ministry of Energy and Mineral Resources (2014), Energy
2014 – Facts and Figures.
See RCREEE (2013), Jordan Energy Efficiency Country Profile, using figures from the Organization of Arab Petrol
Exporting Countries (OAPEC).
Ahram Online (2013), Egyptian gas supply to Jordan stabilizes at below contract rate.
U.S. EIA (2014), Country Analysis Note: Jordan; Jordanian Ministry of Energy and Mineral Resources (2014), Energy 2014
– Facts and Figures.
Ahram Online (2013), Egyptian gas supply to Jordan stabilizes at below contract rate.
Omar Obeidat (2013), Oil imports decrease by over 30% in H1.
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shortage in Egypt, the Arab Gas Pipeline was attacked multiple times in the Sinai region in 2011
and 2012, adding supply disruptions to the already lower volumes and increased prices.
Jordan therefore turned increasingly to oil imports to substitute for gas – most of Jordan’s power
plants can run on both fuels, but oil is a much more expensive source. As a result, the costs of
consumed energy in Jordan rose from 1.9 billion dinar in 2009 (10.8 percent of GDP) to 4.6 billion
dinar in 2012, or 5.1 billion Euro; this is equivalent to 21 percent of GDP. In early 2013, gas supply
stabilised (although at less than a third of 2009) and oil imports could be reduced, resulting in
slightly lower costs: 4.1 billion dinar or 17 percent of GDP.358
However, gas imports are not Jordan’s only source of worry; oil imports, taking up a much larger
share of the imports, are not always stable either, as the recent case of suspended oil imports from
Iraq shows.359
To summarise, Jordan is facing two main issues connected to its dependence on energy imports:


Lack of security of supply;



High, and fluctuating, costs.

Jordan therefore plans to reduce its energy scarcity and diversify energy supply by several means:


Increased domestic fossil fuel production: overall aiming for a share of oil shale in primary
energy supply of 14 percent by 2020;360



Use of nuclear power (reactor for power generation planned for 2020, hoped to provide 16
percent of the primary energy mix);361



Increased use of renewable energy (targeted to provide 10 percent of primary energy supply by
2020);



Increased energy efficiency;



Diversification of natural gas supply through establishment of an LNG terminal in the Port of
Aqaba (to be finished in 2015).362

Interestingly, most of these measures focus on electricity production, although electricity “only”
accounts for 23 percent of final energy consumption (see section below). It is also notable that
nuclear power and oil shale production are planned to contribute more than renewables by 2020,
despite starting from a lower level.
Demand: developments and users
Energy use per unit of GDP has shown a slightly downward trend in Jordan between 2000 and
2011. However, it is against the background of import dependence that Jordan’s achievements of
decoupling economic growth and energy use since the mid-2000s need to be seen: Jordanians
have a strong incentive to cut their energy bill. Especially the decrease in energy use per capita
after 2009 seems to be mainly related to the economic crisis and rising prices, and could not
compensate the increasing costs. Moreover, the high population growth in Jordan means that total

358

359

360
361

362

Jordanian Ministry of Energy and Mineral Resources (2013), Annual Report 2012; Jordanian Ministry of Energy and
Mineral Resources (2014), Energy 2014 – Facts and Figures.
Imports from Iraq contribute around 10% of Jordanian energy needs and were suspended due to the security conditions in
Iraq. See Omar Obeidat (2014), Oil imports from Iraq suspended.
Jordanian Ministry of Energy and Mineral Resources (2013), Annual Report 2012.
MVV decon / ENEA / RTE-I / Terna / Sonelgaz (2012), Paving the Way for the Mediterranean Solar Plan. Power System
2020: Jordan, and Tanya Kammash (2012), The Jordanian energy sector (sourced from the Ministry of Energy and Natural
Resources).
Jordanian Ministry of Energy and Mineral Resources (2013), Annual Report 2012. See also
http://www.baminternational.com/projects/aqaba-new-liquefied-natural-gas-lng-terminal-jordan.
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energy use did increase significantly, meaning that the infrastructure for primary energy and
electricity is under pressure.
Figure 10.5 Energy intensity in Jordan
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Source: World Development Indicators.

Looking at the users of final energy, it becomes clear that transport makes up the main share (50
percent), followed by industry and residential users (at 17 and 21 percent, respectively).
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Figure 10.6 Final energy use in Jordan by sector, 2013
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Source: own representation based on Jordanian Ministry of Energy and Mineral Resources (2014), Energy 2014 – Facts and
Figures. On the basis of data given in tonnes of oil equivalent (tOE), i.e. calorific value.

In both absolute and relative terms, the transport sector has increased its energy use significantly
since 2009 (from 2 million tOE to 2.7 million tOE in 2013), whereas industry and services managed
to reduce final energy consumption. Household consumption is almost constant, with a slightly
increasing trend.
Figure 10.7 Final energy use in Jordan - development over time
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Data in 1000 tonnes of oil equivalent. Source: own representation based on Jordanian Ministry of Energy and Mineral
Resources (2014), Energy 2014 – Facts and Figures.

Regarding the types of secondary energy that are used in Jordan, we see that the largest share in
final energy is consumed in the form of (refined) oil products, such as diesel, gasoline, fuel oil, or
kerosene. 23 percent is consumed in the form of electricity (while the electricity sector uses a
substantial amount of oil products as input, which are not included here as secondary energy as
this would be double counting). Solar energy presumably refers to solar water heaters which are
mainly used in households and services sectors (see short section on solar hot water below).
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Figure 10.8 Types of secondary energy consumed in Jordan, 2013
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Source: own representation based on Jordanian Ministry of Energy and Mineral Resources (2014), Energy 2014 – Facts and
Figures. On the basis of data given in tonnes of oil equivalent (tOE), i.e. calorific value.

As already mentioned above, only few measures are in place in Jordan to decrease energy import
dependence outside the electricity sector. Even the country’s energy efficiency strategy
concentrates on the reduction of electricity use, arguing that “electricity represents a big portion of
the aggregate energy consumption and its share is projected to increase from 22.7 percent in 2010
to 30.5 percent in 2020”363. However, the exploitation of oil shale is of course a more general
strategy, since the oil extracted can be put to different uses, including export.
Recently, the Jordanian government has taken other, more immediate actions to respond to the
energy price increases the country was facing. As Jordan used to heavily subsidise fuel and
electricity, its government bill increased in line with the energy prices. “With a bold but necessary
move”364, all oil product prices were liberalised in November 2012; in order to minimise the social
impact of the consumer price increases that followed, a direct cash aid was implemented. Note that
despite the aid component, the price increases sparked a series of protests in the country.365 It also
contributed to a growing consumer price inflation rate in Jordan, which reached 6.5 percent in 2012.
However, it went down to 3 percent at the end of 2013, indicating that a one-time increase in prices
happened.366 The liberalisation effort also included the liberalisation of the fuel distribution sector,
which was previously fully state-controlled.367 While these liberalisation moves were followed in
2013 by lower energy imports (and thus an improved current account balance), they did not have
the desired effect of reducing the central government deficit: this is, apart from other issues such as
the Syrian refugee crisis, also due to ongoing high transfers to the loss-making electric power
company, NEPCO.368
User with greatest potential for import reduction and most ambitious strategy: the electricity
sector
As indicated above, Jordan makes most efforts to reduce its import dependence in the electricity
sector. For the 14,588 GWh of electricity generated in 2013, we can see that the three main fuels
363
364
365
366
367
368
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RCREEE (2013), Summary: The National Energy Efficiency Action Plan of Jordan.
Tanya Kammash (2012), The Jordanian energy sector.
http://uk.reuters.com/article/2012/11/14/uk-jordan-protests-idUKBRE8AD00F20121114.
European Commission (2014), Commission Staff Working Document: Background Analysis per beneficiary.
Tanya Kammash (2012), The Jordanian energy sector.
European Commission (2014), Commission Staff Working Document: Background Analysis per beneficiary.
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used are diesel, fuel oil, and natural gas (gas is exclusively used in electricity generation; its share
in the graph below is still much lower than it was before the supply disruptions from Egypt).
Renewable energy sources are not yet relevant in the context of electricity – planned projects will
be discussed below.
Among the users of electricity, households are most relevant, followed by industry. Combined with
the information above on users of total final energy, this implies that industry often uses oil or other
energy forms directly, whereas the main energy form households use is electricity. Clearly transport
is not among the users of electricity, which means that at least 50 percent of final energy
consumption are not affected by changes in the electricity sector. Remarkably, water pumping is
responsible for 14 percent of electricity consumption in Jordan. This is an unusually high number: in
water-constrained California, the share is estimated to be between 4 and 7 percent (depending
whether irrigation use falls under water pumping or not).369 One of the main reasons for this high
electricity consumption is that almost all of Amman’s water supply needs to be pumped to the
capital from lower altitude areas (see also text box on feedback effects of electricity and water
supply further below).
Figure 10.9 Electricity: fuels and consumption, 2013
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Source: own representation based on Jordanian Ministry of Energy and Mineral Resources (2014), Energy 2014 – Facts and
Figures.

As indicated above, Jordan aims to reduce its energy import dependence mainly through
addressing the electricity sector, by following three paths: starting / increasing the exploitation of oil
shale resources (aiming to provide 14 percent of primary energy supply by 2020) and transforming
them into electricity, increasing electricity generation from renewables (10 percent), and starting a
nuclear power programme (16 percent).
Notably, renewables play the smallest part in this strategy. The “Renewable Energy and Energy
Efficiency Law” of 2012 is a noteworthy achievement, however. Through various sub-laws, it grants
tax and tariff exemptions for renewable energy systems and equipment and a number of privileges
regarding investment in renewable energy. For example, companies can submit direct proposals for
investment in renewable energy (RE) projects in a BOO (build-own-operate) fashion, without
requiring a public tender process. Altogether, by end of 2012, 64 expressions of interest were

369

See http://blogs.kqed.org/climatewatch/2012/06/10/19-percent-californias-great-water-power-wake-up-call/.
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submitted and 30 memoranda of understanding were signed for a total capacity of 860MW.370 The
law also grants priority access to the grid for RE, and includes a net-metering policy for small-scale
RE projects (private self-generation). For excess electricity from auto producers as well as larger
RE production, feed-in tariffs (described as “ceiling tariffs”) are set per technology – ranging from
around 0.085 $/kWh for electricity produced from biogas to 0.19$/kWh for CSP-produced electricity.
Interestingly, a 15 percent surplus on the tariff is granted if the installed RE systems are “of
Jordanian origin”, although only up to 500MW capacity.371 The law also defines that the
transmission and distribution companies are responsible for connecting the projects to the grid (and
for assuming the associated costs).
As of 2013, hardly any independent power producers generating electricity from renewables existed
yet (all in bidding stage), nor small-scale autoproducers. The projects which are in operation are
mostly publicly owned (such as two small wind farms and PV projects), only one small solar power
plant in Petra (in operation since 2012, providing 100kWp) is privately owned (developed by
Mitsubishi).372
Concrete plans concentrate mostly on large wind farms, with individual projects averaging around
50MW. Some of these projects are supported by “Gulf Grants” (development funds sponsored e.g.
by Kuwait or Abu Dhabi). Solar energy is planned to contribute another 300MW, in even larger
single projects: a 100MW plant using Concentrated Solar Power (CSP) technology (by British
Millennium Energy Industries) and a 100MW plant using photovoltaic (PV) technology (by
Jordanian Kawar Energy). There is also a small hybrid system in the pipeline, using a combination
of CSP and wind, with a capacity of 1+3 MW, financed through an EU grant.373
Together, wind energy is planned to contribute 1200MW of electricity by 2020, and solar energy
another 600 MW (300 each for PV and CSP). These 1800MW would be equal to 10 percent of
Jordan’s primary energy demand.
For the development of nuclear power in the country, Jordan has set up the Jordan Atomic Energy
Commission (JAEC) which is responsible for uranium exploration and excavation. Two bids to build
reactors have been successful at this stage: one by Atmea (a consortium of Japanese Mitsubishi
Heavy Industries and French Areva) and one by Russian AtomStroyExport. Up to four reactors are
planned to be operational by 2030.
The use of nuclear power is heavily disputed though, having led not only to protests by
environmental organisations, but even by local tribes and farmers. They fear both for the land to
which they feel they have a right, and for their sales of agricultural products – as they expect
demand to drop once nuclear reactors are situated next to their fields.374 It is also interesting to note
that participants in DCFTA workshops mentioned the need to increase the use of solar and oil shale
energy, but nuclear power (and also wind power) was not mentioned in this context.
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Jordanian Ministry of Energy and Mineral Resources (2013), Annual Report 2012, and Regional Center for Renewable
Energy and Energy Efficiency (RCREEE) (2013), Jordan Renewable Energy Country Profile.
http://erc.gov.jo/English/Documents/RenewableEnergy/Energy%20Sale%20Regulations%20(Net%20Metering)_
Article_10_B_REELaw_13_2012%20(v%202).pdf.
Regional Center for Renewable Energy and Energy Efficiency (RCREEE) (2013), Jordan Renewable Energy Country
Profile.
Tanya Kammash (2012), The Jordanian energy sector, and Regional Center for Renewable Energy and Energy Efficiency
(RCREEE) (2013), Jordan Renewable Energy Country Profile.
See e.g. http://www.aljazeera.com/news/middleeast/2014/02/battle-heats-up-over-jordanian-nuclear-power201422685957126736.html, also Tanya Kammash (2012), The Jordanian energy sector.
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In terms of oil shale, several exploration and extraction contracts and memoranda of understanding
have been signed with international firms. Among them are many European companies (the
Estonian Eesti Energia, British-Jordanian Karak International Oil, British-Dutch Shell, French Total
– together with Brazilian Petrobras), but also a number of other internationally active firms from
Canada, China, Russia, Brazil, and Saudi Arabia. All these companies often build consortia or set
up new company structures under Jordanian law.375
It should be noted in this context that shale oil in Jordan should not be mixed up with
unconventionally produced oil in e.g. the United States, which is sometimes also referred to as
“shale oil”, but should more precisely be called “tight oil”. “Shale oil” is oil produced from oil shales,
i.e. shales which are rich in kerogen, which is in turn converted to oil. Estonia is one of the world’s
largest producers of shale oil. (The US however is one of the leading producers of tight oil and
shale gas.)376 Jordan is reported to have one of the largest shale oil reserves in the world,
estimated to be between 40 and 70 billion tonnes.
The number of agreements signed on oil shale exploration and use shows the active stance of the
government in this respect. The activity was partly triggered by the rising fuel prices, which meant
that shale oil was getting closer to commercial viability. Nevertheless, the problems associated with
its extraction and processing – for instance, in some fields unconventional (and thus expensive)
extraction methods will need to be used, and the oil’s high sulphur content increases refining costs
– still lead to doubts on the competitiveness of shale oil with other energy sources.377
It is also unclear at this stage what most of the produced oil – if developments reach that stage –
will be used for. The most advanced project (with a 44-year concession agreement in place), led by
Eesti Energia, combines oil production with a 460 megawatt power plant using the shale oil as a
fuel. Most other projects are still in exploration phase and, with the exception of one, do not mention
electricity generation alongside oil production.
It is worth mentioning that the developments in these areas will have profound implications for the
organization of the Jordanian electricity market, which so far has been largely dominated by stateowned or semi-private entities. The picture below provides an overview of the market organization
along the supply chain.
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See Jordanian Ministry of Energy and Mineral Resources (2013), Annual Report 2012, and Tanya Kammash (2012), The
Jordanian energy sector.
See e.g. Andrews, A. (2008), Developments in Oil Shale; EIA (2013), Technically Recoverable Shale Oil and Shale Gas
Resources; Bundesanstalt für Geowissenschaften und Rohstoffe (BGR) (2009), Energierohstoffe 2009: Reserven,
Ressourcen, Verfügbarkeit. Teil 1: Erdöl, Erdgas.
Tanya Kammash (2012), The Jordanian energy sector.
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Source: Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan. Note that the definition of government vs. private sector
owned is not clear-cut, as some companies are partly state-owned, partly private.

The many private investments in these new generation technologies will add a lot of “black” to the
above picture in the “Generation” column.
When considering value chains, it is also worth noting that Jordan has so far not built up an industry
for producing the equipment for electricity generation. It is also not seen as having big potential to
become a major producer for RE equipment, but rather having potential to become successful at
the end of the value chain of RE equipment, i.e. installation and electrical engineering for grid
connection etc. The exception to this is solar water heat production, where Jordanian producers
have some experience and which is seen as a sector in which Jordan can increase its production
and improve its export position.
Transport sector: high energy use, little development
Although the transport sector might not strictly be considered part of the energy sector – and is
hardly addressed in strategies to tackle energy scarcity and reduce energy imports – it is worth
mentioning it here briefly because it uses about half of Jordan’s final energy. The Ministry of
Transport developed a strategy for 2012-2014, whose main goals are a statistical database for
transport sector, improvement of road freight transport, and an expansion of the rail transport
network. According to reports, major barriers exist for all these goals.378
A long-term strategy for the Jordanian transport sector (for the next 20 years) is currently under
development; the ministry is assisted in this by a German-Italian consultancy consortium. The aim
is to consolidate all transport issues into a single document and coherent strategy, while
strengthening the cooperation within and between responsible ministries.379
Important plans to decrease the fuel use of urban transport – which is considered to be the most
important demand source for transport-related energy, due to the high and increasing use of
personal vehicles for daily commuting – are actually set at the level of municipalities, not at the
central government. Greater Amman Municipality developed a Transport Mobility Master Plan with
the aim to improve public transport and its use. Ironically, however, this plan was scraped in the
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See e.g. Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan.
See http://www.mot.gov.jo/en/JNTS_about_project_en and http://www.trt.it/english/Schede-progetti/Strategicplanning/12p19-Jordan-transport-plan-EN.pdf, see also Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan.
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wake of the Arab Spring because authorities wanted to avoid any suspicion of corruption and fraud,
and all projects started under the then mayor came under scrutiny.380
Water heating and pumping
Two particular uses of energy are additionally worth mentioning. One is water pumping, which
consumes about 14 percent of Jordan’s primary energy, an unusually high number (see also
section on water). Any effort to reduce water use can thus automatically reduce energy demand.
The second is water heating, for which Jordanian households have been using solar energy (in
solar water heaters) for a long time. However, the share of houses equipped with such heaters
decreased in recent years, as new housing complexes were not equipped with them (from 26
percent to 14 percent). Although promoting solar hot water is now part of the national energy
strategy, and the share is expected to increase again, some reports indicate that there is a need for
dedicated policies to support the use of this technology, such as the inclusion of solar hot water in
building codes.381 This would also be beneficial for other sectors of the economy, since solar hot
water has been identified as a sector with high potential for own production and technology
leadership in Jordan.382
Feedback effects between the energy and water sector
A major challenge in the Jordan water sector are the spatial differences in water availability. To reach big
cities, freshwater needs to be lifted 1,400 meters from the Jordan Valley. This requires significant pump
capacity and energy. This is shown by the high share of 95% of total water sector energy use for well fields
and pumping stations. The annual electricity bill of the Water Authority is said to be 80 to 90 million JD. In
this case, a reduction in water demand automatically means a reduction in energy demand.
Another example for energy and water’s mutual influence are desalinisation plants, which can increase
freshwater availability, but are large energy consumers. Again, a reduction in water use would also reduce
energy use.

Finally, (unconventional) oil shale exploitation is expected to threaten freshwater resources and lead to
erosion. However energy demand would need to be reduced substantially in order for concrete projects to
be stopped or removed from the pipeline.
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10.2 Market access
10.2.1 Market access in the water sector
Import of equipment
The water sector is affected by trade barriers for inputs which it requires. Likely inputs affected by
trade barriers are equipment, for example different kind of pumps (see text box below) or
wastewater treatment equipment. The current trade flows are shown in the table below. Currently,
no tariff measures are in place for the import of pumps, between EU-Jordan nor Non-EU-Jordan.
Consequently, despite pump imports being significant for the Jordan water sector, the trade
agreement will have limited impact on it. The trade agreement might have some impact, resulting
from the alignment of regulatory NTM’s (i.e. Technical Barriers to Trade), although the effect is
expected to be small.

380

381
382
383

http://www.ipsnews.net/2012/04/not-for-a-woman-in-amman/; see also Julien Allaire (2012), Amman Transport and
Mobility Planning, and Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan.
Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan, and Tanya Kammash (2012), The Jordanian energy sector.
See Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan.
See sections on energy / electricity demand and on environmental impacts for details. Also see Jordanian Ministry of
Energy and Mineral Resources (2013), Annual Report 2012.
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For wastewater treatment, the import tariffs between non-EU and Jordan currently stand at 13.3
percent of added value. The effect of trade barriers on the inputs required for the wastewater
treatment sector is likely more substantial, though still relatively limited in absolute size. These
barriers give the EU a comparative advantage in relation to non-EU suppliers.
Commodities

Pumps

384

Filtering /

Import from EU to Jordan (mln. USD)
2006

2007

2008

2009

2010

2011

2012

2013

12.99

13.40

21.17

18.84

18.73

20.95

21.95

22.16

2.87

2.94

2.34

2.25

0.87

1.71

4.34

2.85

purifying
385

machinery

Import of raw resources
The import of water386 to Jordan from the EU is limited. Measures in added value, the value of
annual water imports based on the 2011 to 2013 are between 0.8 to 1 million USD.387 The table
below shows that from 2006 onwards, the value of water imports has increased significantly up to
2012, after which a decline can be observed. Currently, barriers related to the import of water from
non-EU to Jordan are tariffs on added value (30%). Because of the absence of tariffs between the
EU and Jordan, the overall impact of a trade agreement on water scarcity can be expected to be
marginal. In addition, imported water likely originates from neighbour countries.

10.2.2 Market access in the energy sector
Import of equipment
Jordan has a zero tariff policy for renewables equipment and has created favourable investment
conditions for the whole energy sector, including renewables, nuclear, and oil shale exploitation.
This overall strategy also means that a level playing field is created for exporters to and investors in
Jordan: the DCFTA does not give EU producers and investors a particular advantage.
The EU export amounts of renewables equipment to Jordan are shown in the table below. Clearly
the numbers are extremely small. In Jordan’s worldwide trade (not shown), the picture is similar. In
the case of PV and wind equipment, this reflects the limited use of these technologies so far. In the
case of the water heaters category (which includes solar water heaters), the numbers are
somewhat higher; however, Jordan has some own production and knowledge of this technology
and therefore is maybe less dependent on importing them. Nevertheless, Jordan’s exports in this
category (not shown) are even smaller, indicating that this knowledge is hardly used on the
international market.
Commodities

Import from EU to Jordan (1000 USD)
2006

2007

2008

2009

2010

2011

2012

2013

devices, incl. PV cells

68

124

754

151

1,311

555

934

1,093

Wind-powered elec.

0

0

5

0

0

0

0

19

Photosensitive semiconductor

384

385
386

387
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The commodity pumps is an aggregate of “Hand pumps for liquids”, “Reciprocating positive displacement pumps”, “Rotary
positive displacement pumps”, “Centrifugal pumps” and “Pumps n.e.s.”.
The full name is “Filtering/purifying machinery & apparatus for filtering/purifying water”.
Which is described as “Waters, including natural or artificial mineral waters and aerated waters, not containing added
sugar or other sweetening matter nor flavoured; ice and snow.”
COMTRADE (2014).
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Commodities

Import from EU to Jordan (1000 USD)

generating sets
Instantaneous/storage water
heaters, non-elec.

100

381

1,225

1,205

1,321

1,761

1,559

2,964

Unfortunately there is no official data on NTMs available for Jordan, but given the country’s overall
strategy, it is unlikely that NTMs are in place with the aim to hinder trade in energy-related products.
By contrast, Jordan has abolished its oil product subsidies and thus increased the competitiveness
of other technologies. One existing non-tariff measure is known from the renewable energy law: for
“Jordan sourced” equipment, the renewable energy feed-in tariffs are 15 percent higher. It is
unclear though whether this has any effect, given that Jordan hardly has producers of such
equipment.
Nevertheless, the reduction of NTMs through the DCFTA can still have an effect – first, NTMs may
exist, even if Jordan wants to increase imports of the respective products: simply due to certain
labelling or certification requirements which may be in place for different reasons than trade. With
increased harmonization of regulation and standards with those of the EU, it could indeed be
possible to make EU exports of energy equipment to Jordan more attractive. Moreover, large-scale
investments can be stimulated by harmonised regulation much more than by tariff reductions,
making Jordan even more attractive for potential energy sector investors.
Import of raw resources and electricity, access to their markets
In electricity and raw resources, market access in Jordan is first of all constrained technically. For
electricity, Jordan has connections with Syria and Egypt and is a net importer of electricity from
these countries. Following steep increases, imports from both countries reached their peak in 2011
(at 1458 and 280 GWh from Egypt and Syria, respectively). However, in 2012, imports from Egypt
were reduced by half and imports from Syria dropped to zero, “mainly because of conditions that
are currently taking place in Syria”388.
Gas imports are also a technical issue, as the main gas inflow to Jordan comes through one
pipeline from Egypt, whose disruptions has large effects. Currently efforts are made to build an
LNG terminal in Jordan’s only port at Aqaba in order to diversify gas imports.
In terms of market organisation, the markets for raw materials and electricity have long been
heavily regulated and largely state-owned in Jordan. Only recently the distribution of petroleum
products has been liberalised and international companies have become active in this. As also
written above, fuel prices were liberalised in late 2012. Still, the procurement of gas and oil is
largely in the hands of two state-owned companies (Jordanian-Egyptian Fajr Company for Natural
Gas Transmissions and Supplies, and the Jordan Petroleum Refinery Company), with only few
private concessions. Nevertheless, especially private electricity generation and shale oil extraction
projects are encouraged by governmental strategy and subsidies, meaning that market access is
actively supported in these areas.
Market access in the EU
The EU has import tariffs on wind power electric generating sets in place, namely an effectively
applied tariff of 2.7 percent valid for 26 products of this category. These 26 products represent EU
imports in the value of $105 billion, but the Jordanian share of these imports is negligible.
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National Electric Power Company NEPCO (2013), Annual Report 2012.

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

209

Regarding PV equipment, EU import tariffs are zero except for countervailing measures against
Chinese imports (see also further below).389
Several EU non-tariff measures are relevant for PV, solar water heating, and wind power
equipment. These are product quality or performance requirements, certification requirements,
conformity assessment requirements, and in the case of PV also an inspection requirement.390

10.3 Impact assessment of the water and energy sector
Initially, the impact of the trade agreement on these sectors is discussed based on CGE model
results and considerations on likely impacts of the DCFTA at product level. Based on that, the
extent to which the CGE impacts result into economic, social and environmental impacts related to
the water and energy sector is discussed.

10.3.1 Impact on the water sector
Economic impacts
The economic impact assessment will focus on water intensive sectors, which was arrived at in the
sectorial description above. These water-intensive sectors have been matched with the CGE
sectors, as shown below. It must be kept in mind that the Vegetables and fruits sector have the
highest freshwater demand.
Sector CGE model

Sector in national statistics

Vegetables and fruit

Olives, citrus, tomato and others

Vegetable oils
NB. Olive production belongs to the ‘vegetables and fruits’ CGE sector. The vegetable oils sector, however, can
serve as indicator / Instrumental Variable to see how olive production is affected.
Grains

Wheat, barley and others

Petrochemicals

Refined petroleum

Chemicals, rubber, plastics

Basic chemicals, plastic products

Metals

Basic iron and steel, casting of iron and steel

The trade agreement causes a shift from primary to second and tertiary sectors. Lower trade costs
will as a result of the trade agreement will lead to in an increase in output for all water-intensive
sectors, which is shown under the column ‘Tariffs’ in the table below. The effect of removal of NonTrade Barriers and spillovers, however, differs between primary and secondary sectors. The
primary sectors show output decrease and secondary sectors show output increase. In terms of
differences between short and long-run, the trend set out in the short term mostly continues.
For the vegetables and fruit sector the effect of the trade agreement is negligible in the short-run.
The stimulating impact by removing tariffs and NTB’s is negating the indirect spillover effect. In the
long-run, negative spillover effects cause a small decrease in sectorial output of 0.28 percent. By
analysing the vegetable oils sector, the specific impacts on the olive subsector can be estimated.
This shows more extreme positive and negative impacts than the vegetables and fruit sector.
The grains sector will also experience a decline in output, caused by removal of NTB’s and spillover
effects. Especially in the long-run, the effects is significant with 5.68 percent output change.
389
390
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Source: WTO Integrated database.
Source: UNCTAD Trade database, Market Access database.
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The chemicals sectors have a similar net short-run prospect (nearly 0.8% growth). This trend
continues in the long-run, where especially the ‘Chemicals, rubber, plastics’ sector experiences
significant growth.
The Metals sectors is especially stimulated by the removal of Tariffs and NTBs and hampered by
spillover effects. The net short and long term effects are estimated to be 0.75% and 1.68%
respectively.
Sector

Tariffs

NTBs

Spill-

for

overs

Total

Tariffs

Goods

Spill-

for

overs

Total

Goods

short-run output change (%)
Vegetables

NTBs

long-run output change (%)

0.13

0.03

-0.16

0.00

0.10

0.18

-0.56

-0.28

Vegetable oils

0.17

-0.01

-0.66

-0.50

0.49

0.18

-2.14

-1.47

Grains

0.19

-0.51

-0.96

-1.27

0.20

-1.74

-4.15

-5.68

Petrochemicals

0.01

0.28

0.48

0.77

0.49

0.85

0.22

1.56

Chemicals,

0.35

-0.04

0.48

0.79

1.45

1.08

1.83

4.35

0.37

0.46

-0.09

0.75

0.75

2.41

-1.48

1.68

and fruit

rubber, plastics
Metals

Overall, a trade agreement will likely cause agricultural sectors to decrease output. In terms of
absolute production volume and water intensity, the decrease in olive production is the most
relevant. The trade agreement will likely result in a decrease of water demand, due to the shift from
primary to secondary and tertiary sectors.
In the long run, industrial water demand is expected to increase, although the total volume of this
water demand is in line with the reduction in water demand in agricultural sectors. Nonetheless, the
expected shift of production stresses the necessity of policy aimed at allocating water to growing
industries. Regional differences in water availability can also strongly influence this picture, as
Jordan’s water resources are spatially dispersed.
Finally, important sectors which are not necessarily water-intensive can be indirectly affected by
barriers related to water scarcity. For example, the (in terms of value added) largest industrial
sector ‘Mining of chemical and fertilizer minerals’ can be affected by higher costs and/or reduced
growth potential in Jordan sectors down the chemical value chain.
Social and environmental impacts
The gradual decrease of production of water-intensive sector leads to a slight decrease in total
water demand. This in itself is an environmental impact. Indirectly, this of course also has
numerous environmental and social impacts.
Primarily, decrease in water demand has positive impacts, because more water is available for e.g.
industrial and domestic purposes. However, the impact is relatively small when compared against
the severe water scarcity in Jordan, in the present and in the future. Recent unrest in neighbouring
countries will likely exacerbate this water scarcity by an increase in refugees.
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Additional possible positive environmental impact are related to reduced agricultural production.
This will likely reduce and environmental impacts related to specific production processes, e.g.
negative impacts of olive pressing industry391.
A likely negative impact is the reduction in employment and self-sufficiency related to the shrinking
agricultural sectors. This will of course unequally affect Jordan people who are active in these
sectors. Conversely, the growth of water-intensive industrial sectors like the basic chemicals and
petrochemical sectors, will in turn lead to higher environmental impacts and employment.

10.3.2 Impact on the energy sector
Economic impacts
Based on the CGE results, it is hard to make an assessment of the DCFTA’s direct impacts on the
Jordanian energy sector. Neither primary energy, nor transport, nor the electricity sector (nor even
utilities as a whole) are reported separately. Looking at the available energy-intensive sectors, the
results show that some of them are expected to increase their output (petrochemicals: +0.77% and
+1.56% in the short and long run, respectively; chemicals: +0.79%, +4.35%; metals: +0.75%,
+1.68%). Other energy-intensive sectors, however, are projected to decrease their output: wood &
paper: -0.42%, -2.55%; fabricated metal products: -0.17%, -1.74%).
The effect is greatest in the chemicals sector, which already has a high share of value added in the
Jordanian economy. However, the chemicals sector is broadly defined in the model and includes
pharmaceuticals, which is an important sector in Jordan – and contributes relatively little to energy
demand.
What could be taken as a proxy for energy use, however, are the changes in CO2 emissions that
the model predicts. Overall emissions in Jordan are projected to increase by 0.13 percent in the
short run and 0.28 percent in the long run, which is much less than the projected increase in GDP.
We can therefore conclude that the DCFTA is likely to increase energy demand in Jordan slightly
due to its general effect on economic growth, but the change in sector composition seems to have a
dampening effect. This view is supported by the analysis of the water sector, which showed that
water use is expected to decrease as a result of the DCFTA; since water use is associated with
high energy use due to pumping, this implies a reduction in Jordan’s energy intensity.
Looking at production of equipment for renewables, oil shale exploitation, and nuclear power, it is
hard to meaningfully assign the products of the alternative electricity generation technologies to
CGE modelling sectors. The CGE model results therefore do not give a clear answer whether the
DCFTA changes production patterns of this kind of equipment either in Jordan or the EU.
From the description of the regulatory environment above it also become clear that Jordan has a
favourable, level playing field in place for exporters of and investors in renewable and alternative
energy equipment / facilities. Nevertheless, the reduction of possible NTMs in these sectors could
improve the trade and investment climate for EU exporters and investors. It is therefore possible
that the DCFTA has an influence on Jordan’s ability to attract imports or investments in this area,
but the effect is hard to substantiate or quantify. One other possible channel of the DCFTA to
increase trade is the reduction of barriers in services trade, which potentially eases the costs of
installation and maintenance services, and could also – if flanked by the right measures –
contribute to the development of know-how in Jordan on these services. An important precondition
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Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and Jordan

for the latter would be a greater emphasis on small-scale (rooftop) PV projects, for which the
potential for local (SME) involvement is relatively larger.
An opportunity that cannot be assessed in much detail here could be the reduction of energy
demand of the transport sector – through increased trade in efficient vehicles and alternative
technologies both for private and public transport. The CGE model projects an increase in
Jordanian imports of motor vehicles and transport equipment (by 0.92% in the short run and 0.36%
in the long run). At the same time, Jordanian exports in this sector are expected to increase more
(+11.92% and +5.21%, respectively). EU exports in this sector are, to a limited extent, projected to
be positively affected as well. There is a case for using this development triggered by the DCFTA
and engaging in technology transfer both in terms of traded goods and in terms of improving
Jordan’s own transport sector technology.
Moreover, a USAID-funded report392 has highlighted Jordan’s potential in solar water heat
technology. This is a sector where Jordan could use the improved EU market access to enlarge the
market for their products (next to increasing domestic demand through the right policies).
Environmental and social impacts
As indicated above, the direct effect of the DCFTA according to the CGE model is to slightly
increase CO2 emissions (which are largely related to energy use), but to reduce the CO2 intensity of
the economy. We can therefore speak of a mixed effect.
What the CGE model does not take into account, however, is the change in energy mix that is
planned in the government’s strategy, and that might be fostered by the DCFTA. We therefore need
to look at two issues for the environmental and social impacts:
1. How might the CGE results for emissions change if we take the government’s energy strategy
into account?
2. What impact can the DCFTA have on the implementation of this strategy and on the energy
sector in general?
Looking at 1, the model did not take into account that Jordan plans to cover 26 percent of its
primary energy demand from non-fossil fuel resources by 2020. If this strategy is implemented as
planned, the DCFTA’s impact on energy demand will have a lower effect on emissions than the
current model output shows. Nevertheless, the aim to cover 14 percent of primary energy demand
from oil shale resources and 16 percent from nuclear power has its own environmental
consequences: the energy intensity of processing shale oil makes it more emission-intensive than
other fuels, meaning again an increase in emissions relative to a baseline of conventional oil use.
Most importantly however, the use of shale oil and nuclear power has detrimental environmental
effects other than those of climate change. The extraction of shale oil, which is some places is
planned to be done unconventionally, is associated with endangering fresh water resources and in
case of surface mining also significantly transforms large areas of the environment. Sulphur gas
and particulate matter emissions as well as erosion and high waste volumes add to the picture.
Nuclear power has little environmental effects while the plant is run and everything goes well
(although discussions on the effects of radiation close to the plants never subsided); but radiative
effects can be huge in case of an accident and if the nuclear waste isn’t managed and stored
properly, these dangers remain for generations. The fears of these effects also have a social
dimension; especially opposition to nuclear reactors has been vocal in Jordan, where local tribes
and farmers feel for the value of their land and goods produced in the vicinity of a nuclear power
392

Patrick Doyle / Khaled Kurdi (2009), Edama Action Plan.
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plant. On the other hand, the diversification of energy supply sources can have a positive social
(and economic) effect, as it can reduce the volatility of energy prices.
However – looking at 2 – the influence of the DCFTA on these developments and environmental /
social consequences is only incremental in that it slightly increases GDP and energy demand in
Jordan. The main driver of these environmental and social issues is the government’s energy
strategy. The DCFTA is expected to play only a minor role in supporting this strategy by reducing
potential non-tariff barriers to trade in equipment. By focusing its attention on renewables support
and equipment, the agreement could play a small role in nudging Jordan’s energy strategy towards
the energy sources with the least environmental impact.

10.4 Conclusions and policy recommendations
10.4.1 Conclusions
Water-intensive sectors are likely to decrease their total output due to the trade agreement. This will
primarily have positive impacts in relation to water scarcity. When compared to the challenges
related to water scarcity in Jordan, these impacts are small. The expected shift to industrial sectors
and the high projections of growth in industry stress the necessity of policy aimed at allocating
sufficient water to these sectors.
Generic social and environmental impacts are related to the shrinkage and growth of respectively
primary and secondary / tertiary sectors. This will cause a shift in employment and environmental
impacts which are related to specific production processes.
The picture for the energy sector is similar, although it has to be noted that the DCFTA falls in a
period when the Jordanian energy sector is developing and changing rapidly. The agreement is
expected to slightly increase energy demand, but reduce the energy intensity of the Jordanian
economy. It is possible that the DCFTA can indirectly contribute to Jordan’s strategy of diversifying
energy sources – through increased trade and investment in equipment and generation – but again,
compared to the challenges and overall strategy of the country in this sector, these impacts are
likely to be small. Consequently, the environmental and social impacts directly associated with the
DCFTA’s influence on the energy sector are correspondingly small.

10.4.2 Recommendations
Table 10.1 Policy recommendations
Policy measure

Develop policy aimed at allocating sufficient water to growing

Potential to address

Potential to address

within DCFTA

outside DCFTA

√

√

water-intensive high value-added industry
Increase water-efficiency of the transportation of water.

√

Increase efficiency of the wastewater treatment sector.

√

Facilitate the employment transition from primary to

√

secondary and tertiary sectors.
Monitor the environmental impact of the growth of the

√

chemical sector.
Reduce NTBs in renewables equipment.

√
√

Stimulate small-scale renewable energy demand.
Remove NTMs in related services trade.
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√
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Policy measure

Stimulate use, production and exports of solar water heating

Potential to address

Potential to address

within DCFTA

outside DCFTA

√

√

√

√

technology.
Stimulate trade in efficient vehicles and alternative transport
technology by addressing e.g. TBT.
√

Provision of technical assistance and capacity building in
efficient transport design.
Stimulate on-going improvements in investment climate.

√
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11 Conclusions

11.1 Expected economic impact of the DCFTA
Overall macroeconomic impacts
In the long run the DCFTA will increase European national income with € 178 million and the
Jordanian national income with € 442 million. This implies a negligible effect on GDP in percentage
change for the EU while for Jordan the GDP change is 2.1 percent p.a. The effects of the DCFTA in
the short run contribute much less to the national income of both partners. The effect of the DCFTA
on GDP change of other third countries are zero or very close to zero percentage wise.
The lowering of tariffs, lowering of NTMs for trade in goods as well as the spill-overs from these
changes to other trading partners contribute positively to the increase in Jordanian national income;
the lowering of tariffs is the most important contributing factor.
The effects on trade are substantial for Jordan. The country’s exports increase with 5.3 percent
whereas its imports increase with 4.8 percent in the long run. This combination results in a positive
change in the country’s terms of trade as well as its trade balance. For the EU the DCFTA effects
on trade will be very small because Jordan’s share of EU trade is minimal.
Wages in Jordan will increase with the DCFTA. In the short run the wages increase by about 2
percent and in the long run the increase of wages is about 3 percent p.a. The consumer price index
is expected to fall, because the barriers to imports are lowered and cheaper consumer products will
come on the market.
Estimated third country effects
The effect of the DCFTA on GDP of third countries such as Egypt, Morocco and Tunisia is in
percentage terms negligible.
Sector specific effects
The DCFTA is expected to result in Jordan in considerable changes in output in other
manufacturing (51%) -due to the removal of high NTMs on exports from Jordan to Europe- and
beverages and tobacco (-33%), -mainly due to lowering of tariffs. As these two sectors are relatively
small in size the aggregate effect on the Jordanian economy will be limited.
The output of all primary and food sector will be contracting whereas in manufacturing the sectors
chemicals, rubber and plastics, fabricated metals and electronics and computers are expected to
expand. The production of services is expected to increase by 0.6%.
Sector-specific changes in trade
The main effect, in terms of export expansion in Jordan, will be a large increase in the volume of
exports of chemical, rubber and plastics of 10% in the long run, caused in part by removal of NTM
and regulatory approximation, which will improve Jordan’s export competitiveness towards the EU
market. The expansion in exports of other manufacturing will follow the significant increase in
output in this sector.
On the import side the reduction of trade barriers will cause an increase in all sectors but especially
in the beverages and tobacco sector.
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11.2 Expected Social and Human Rights impacts of the DCFTA
While all wages in Jordan will increase, the wage increases for the medium- and high skilled
workers will be relatively higher with nearly 3%. This reflects a higher demand for skilled workers
from expanding sectors in the Jordanian economy, which have a comparative advantage with
respect to the EU.
Import goods are available at lower prices for consumers after the DCFTA, because consumer
prices will decrease by 0.7 percent and 0.5 percent in the short run and long run, respectively.
With the higher wages ad lower prices the average disposable income at household level is
estimated to increase by 2 percent.
In Jordan about 11.9 percent live below the poverty line. The DCFTA will have the effect that in the
short run this percentage decreases to 11.0 percent and in the long run to 11.2. So overall poverty
levers are expected to decrease slightly in Jordan. Also the depth of poverty is expected to go down
modesty.
The DCFTA Induced effects on Inequality are positive in that the relative difference between the
income of the upper 10 percent and the lower 10 percent of the population in Jordan becomes
somewhat smaller.
There will be a higher labour displacement for less skilled workers than for medium- and high
skilled workers. The less skilled workers will relatively more seek employment in other better paying
sectors. However, it is not clear whether all displaced less skilled workers are able to relocate to the
more productive sectors in the Jordanian economy.
The general human rights record can be positively affected by the DCFTA leading to more market
forces, less government intervention, less corruption and broader inputs from civil society.
The influx of Syrian refugees has put pressure on the competition for jobs in the informal sector but
the effect of the DCFTA on the expanding economy in Jordan may also create opportunities for
them. The implication of the DCFTA on the informal economy in Jordan could be a formalizing
effect and an improvement and increase in decent work also because a trade agreement leads to
an increase in large firms and an up scaling of small firms.

11.3 Expected environmental impact of the DCFTA
The DCFTA will have no environmental impact on the EU. For Jordan the DCFTA induced
environmental effects will be a combination of the effects of different sectors’ growth and
technological, regulatory and other transformations influencing the environmental pressures.
For Jordan there will be an increasing effect in terms of emissions based on scale effects. On the
emission volumes of SOx, PM2.5 and PMcoarse the DCFTA even has a reduced effect, due to
changes in sector composition. The emission of Nox tends to increase more than the other
pollutants due to the relative growth of the NOx intensive transport and utility sectors. The external
costs to society from air pollution will increase by 1.3 percent and 1.5 percent in the long run
compared to the baseline.
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The effects of the DCFTA on water use is an increase of 1.1 in the short run but a decrease of 1.1%
in the long run, due to a declining share of the agricultural sector in the Jordanian economy over
time. Other issues other than the DCFTA, for example the refugee influx and climate change, will
negatively impact on water scarcity.
The DCFTA will lead to an increase in GDP of 2.11% in the long run, which will increase municipal
solid waste and hazardous waste.
The increase in the output of hazardous waste will be caused to a large part by the increase in
output of the petrochemicals- and chemicals/rubber/plastics sectors. In sum, the environmental
effects will decrease the use of water but increase air pollution, in particular of CO2 and NOx as well
as waste and hazardous waste.
Adaptation to climate change is not expected to be affected by the DCFTA although there will be
increased means for adaptation as a result of DCFTA induced welfare gains.
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12 Policy recommendations

This chapter presents proposals for policy recommendations. These are based on the results of the
sustainability assessment of potential economic, social and environmental impacts that were
discussed in detail in the preceding chapters of this report, and in previous reports. The
recommendations cover both supportive and preventative/mitigating measures, i.e. measures
needed to reinforce any significant positive sustainability impacts and measures to prevent or at
least mitigate negative sustainability impacts.
In formulating the policy recommendations, we distinguish between measures or initiatives that can
be addressed within the DCFTA (i.e. those recommendations that are directly related to the trade
provisions that are likely going to be included in the DCFTA) and those that would be addressed
outside the DCFTA (i.e. non-trade related (accompanying) measures). These flanking measures
could be implemented either by the EU, the government of Jordan or other partners. The
recommendations provided in this chapter (and report) are provided by the Ecorys study team and
do not reflect any commitment from the European Commission or the government of Jordan.
In this chapter, we first introduce the approach we use to support the formulation of policy
recommendations. The second section presents the context in which the formulated policy
recommendations should be viewed. Thirdly, the overall policy recommendations regarding the
economic, environmental and social pillar of analysis are presented. Finally, the recommendations
stemming from the sector-specific analyses are provided in Section 12.4.

12.1 Approach
The results from the Trade SIA as presented in this report have shown the potential of the DCFTA
to contribute to the sustainable development of the economies of the European Union and Jordan.
Specifically, the study has analysed and presented the positive and negative effects of the DCFTA
on the economic, social and environmental dimensions of sustainable development. To support the
thought process of formulating the policy recommendations, we use a tested approach. This
approach has first been applied during the Trade SIA for the FTA between the EU and Ukraine in
2007 and has continuously been updated and fine-tuned since.
The overall and sector specific analyses conducted during this study give rise to enhancing or
mitigating or preventing measures to realise the optimal outcome of the DCFTA. In order to
realise the optimal outcome of the DCFTA, these measures can be translated into specific policy
recommendations either through a legal approach or an economic approach. The legal approach
aims to enforce certain behaviour through regulation (‘the stick’), whereas the economic approach
aims to realise the outcome through economic instruments that stimulate certain behaviour (‘the
carrot’). The legal approach includes:
1.

Command and Control measures, which are measures that rely on “regulation (permission,
prohibition, standard setting and enforcement as opposed to financial incentives, that is,
economic instruments of cost internalisation”393;

2.

Negligence and liability rules;

3.

The enforcement of particular technical, sanitary and other standards.

393

The OECD definition of Command and Control (CAC) policy, available through www.oecd.org.
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The economic approach, on the other hand, includes:
4.

Financial measures; and

5.

Non-financial measures;

6.

Economic incentives to adopt certain technical, sanitary and other standards.

In order to formulate the appropriate policy recommendations we need to check whether these
measures create trade burdens or trade distortions. In case a certain measure would create a trade
burden or trade distortion, one needs to check whether the burden or distortion is justified.
Subsequently, the preventative, mitigating or enhancing measures that do not impose an
(unjustified) trade burden or distortion, qualify as policy recommendations. This process is
schematically presented in Figure 12.1.
Figure 12.1 Conceptual framework for the formulation of policy recommendations

Source: Ecorys.

Several preventative, mitigating and enhancing measures which do not create trade burdens or
distortions may be implemented. As indicated in the figure above, several environmental and/or
social regulations and economic instruments that may create trade distortions or burdens knowingly
could still be implemented, provided that they fit in the ex-ante agreed decision making framework
as ‘justified’.

12.2 Context
Before presenting the policy recommendations and flanking measures, a number of issues need to
be kept in mind.
Modelling assumptions
The impacts identified in this TSIA are partly based on the CGE modelling techniques and
additional quantitative analysis implying that they are influenced by the assumptions underlying the
model. An important example of this is that the results generated by the model are based on the
assumption that Jordan approximates to EU regulations and standards, in areas like SPS, TBT, IP,
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etc. Whether these results are realised will therefore largely depend on the outcome of the DCFTA
negotiations (will the agreement indeed manage to include the level of approximation assumed in
the model) and subsequent implementation of policies (will the approximation also be fully
implemented and enforced in practice).
On-going structural adjustments and challenges to Jordan’s economy
The impacts assessed in this TSIA for the DCFTA between the EU and Jordan should be seen in
the context of on-going structural transformation at country level and global level. In line with this,
some of the impacts expected by the DCFTA can be seen as a reinforcement or acceleration of
already on-going structural adjustments, while other impacts of the DCFTA may (temporarily) ease
this adjustment process. In addition to these structural adjustments, for Jordan in particular,
challenges with its energy and water supply and regional conflict spilling over into Jordan mainly
through a large influx of refugees, put significant pressure on the economy and on policy space.
Enhanced relations and dialogue between the two parties
Finally, we should note that this DCFTA is clearly part of the general process of close economic,
political, social and cultural cooperation and dialogue between the EU and Jordan in the context of
the European Neighbourhood Policy (ENP). The DCFTA aims at progressively integrating Jordan
into the EU single market by upgrading existing agreements, including the Association Agreement
(in force since 2002) which established a Free Trade Area for industrial products, and the additional
agreement on agricultural and processed agricultural products (in force since 2007) which has
eliminated and/or reduced tariffs on these goods.

12.3 Overall recommendations
The findings of this study indicate that the DCFTA can help deliver important economic benefits to
both the EU and Jordan. Before we present our policy recommendations, it is important to
understand that these benefits can only be achieved (and even be reinforced) if the DCFTA is
carried out as part of a comprehensive development strategy in Jordan. In addition, as indicated in
the previous section, the social, economic and policy context in which the DCFTA and its mitigating
and enhancing measures will be implemented need to be taken into account, as context factors
(including political pressure, silent resistance, geographical distribution effects, etc.) may lead to
different outcomes than expected. It is therefore crucial to:
1.

Involve relevant stakeholders (with varying interests being adequately represented) in the
process in order to achieve the implementation of effective preventive/mitigating and
enhancing measures for sustainable development;

2.

Clearly define the policy measures and develop them into action plans with clear economic
social and environmental goals and possibly timelines for achieving targets and objectives for
both parties;

3.

Establish an institutional framework for adequate monitoring and evaluation to review the
implementation of the actions plans and to ensure that policy measures are monitored,
reviewed and if necessary amended. This body would provide for regular consultation with
civil society in the EU and Jordan, and would be required to report regularly, in a transparent
manner, to high-level EU – Jordan Association Agreement meetings;

4.

Within these reviews, refine the plans as necessary to ensure that the specific
recommendations derived from the TSIA study are appropriately incorporated;

5.

Put in place flanking measures with appropriate pacing and sequencing of liberalisation and
regulation to address potential adjustment costs related to the DCFTA, with the aim to
achieving positive outcomes in terms of reconciling efficiency with social considerations.
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12.3.1 Policy recommendations related to the economic pillar
Although the DCFTA is expected to enhance overall economic growth in Jordan, the study results
show that the benefits are concentrated in a number of sectors, especially manufacturing and
services, while all primary and agricultural sectors as well as some traditional and basic
manufacturing sector (e.g. textiles, apparel and leather) are expected to contract in terms of output
and value added. This brings with it a process of reallocation of resources (capital and labour)
across sectors and can thus affect individual companies as well as individuals in specific sectors
negatively. Whether individuals employed in contracting sectors are able to freely move to other,
more attractive sectors (comparative advantage, thus higher wages) depends on the ability to
adjust their skills set and overcome geographical distances and other barriers.
Even in those sectors projected to benefit from the DCFTA, this benefit is largely due to the removal
of goods NTMs and in practice this often involves regulatory approximation. Regulatory
approximation in turn implies that individual companies need to be able to comply with (higher)
standards and requirements to reap the benefits of the DCFTA – something that can be a major
challenge, especially for SMEs with their limited resources and internationalisation levels.
Table 12.1 summarises the economic policy recommendations in the context of the DCFTA, which
are subsequently explained in more detail below.
Table 12.1 Recommendations for the economic pillar
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Allow for phasing in of remaining tariff reductions at
sector level, especially for those sectors where the

√

economic impact will be high.
Facilitation of technical assistance and capacity
building in the regulatory approximation process,

√

√

√

√

√

√

based on a needs assessment.
Raise awareness among SMEs in particular on the
DCFTA and the opportunities it may provide; provide
internationalisation support to SMEs.
Stimulate improvements in the business climate.

The effects at sectoral level show that a number of sectors are expected to contract as a result of
the DCFTA. Although for some sectors this may just speed up or enhance a process of structural
transformation already underway, it could have significant economic, social and environmental
effects in the short to medium term.
Allowing for the phasing in of tariff reductions in certain sectors and removal of some NTMs (e.g.
aimed at protecting local industries), would give companies in these sectors the opportunity to
adjust and gradually improve their competitiveness, thus ensuring that really only the weakest
players are pushed out of the sector.
It should be noted that the regulatory approximation, while generating a large part of the economic
benefits of the DCFTA, will require substantial investments. Effective approximation requires the
change and enforcement of laws and regulations, a good quality infrastructure (e.g. laboratories),
awareness among producers of the changes and, as indicated above, adjustment of production
processes at company level. Achieving effective approximation is therefore a timely and costly
process. Given the limited technical and financial resources of Jordan, donor support (EU or other
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donors) would help to achieve effective approximation. This assistance should take into account
past and current initiatives, such as past EC technical assistance projects and be based on an
assessment of remaining needs.
The SME survey showed that there is limited awareness of the DCFTA and that in order to increase
SME exports to the EU, market access issues (tariffs, NTMs) are of concern. Other issues also
seem important, like a lack of information on export markets and the lack of contacts and networks
in possible export destinations . In order to reap the export opportunities provided by the DCFTA,
SMEs could therefore benefit from awareness raising and internationalisation support measures.
Including match-making initiatives and the linking of Jordanian SMEs so that they can combine their
(relative limited) capacities. This is especially important given the almost complete lack of large
exporting companies in Jordan which could otherwise be instrumental in helping SMEs to export.
Jordanian companies could also be prepared for increased competition in the domestic market,
where enhancing or mitigating measures may furthermore include training or support for innovation.

12.3.2 Policy recommendations related to the social pillar
Table 12.2 present the social policy recommendations.
Table 12.2 Recommendations for the social pillar
Policy measure

Potential to address
Within DCFTA

Outside DCFTA

Support education and training programmes to allow easier
√

updating and upgrading of human capital, with a clear link to
labour market requirements, and promote life-long learning.
Support flexibility of the labour market - easing reallocation
between sectors while ensuring that workers’ rights are respected

√

in law and practice.
Further promote formalisation of employment in all sectors and
develop social protection system, with attention for reaching those

√

most in need and those most likely to be negatively affected by
the DCFTA.
Prevent risks of pressures to lower the labour standards due to
rising international competition, e.g. through effective
implementation of relevant ILO conventions, and by approximating

√

√

√

√

√

√

√

√

domestic legislation to the EU acquis in the area of labour.
Effective implementation of HR treaties, with a focus on vulnerable
groups (e.g. children, women, minorities, disabled, etc.).
Create monitoring mechanisms of the social (including human
rights) impact of the DCFTA (and more broadly EU-Jordan
relations in these areas).
Promotion of civil society involvement.

The CGE results showed that to reap the expected benefits of the DCFTA in the long run,
significant reallocation of labour between sectors is required. The reallocation of workers across
sectors gives rise to social concerns, especially since it appears that more vulnerable groups such
as less skilled workers are affected most. I.e. there will be a higher labour displacement for less
skilled workers than for medium- and high skilled workers. The DCFTA will contribute to
employment growth. However, it is not clear whether the displaced less skilled workers are able to
relocate to the more productive sectors in the Jordanian economy. The ability to move to other
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sectors is often harder for this group without some assistance in developing (new) skills. Education
and training will therefore be crucial to facilitate the reallocation of workers across sectors. It is
crucial that this training - and education more general - takes into account labour market
requirements. Attention for entrepreneurship during education may also help to create more
opportunities for the labour force.
To allow for this reallocation between sectors, it is also important that the labour market is
sufficiently flexible. By creating more flexibility in the labour market, companies will be more inclined
to hire people. At the same time, it is important to ensure that workers’ rights are respected. This
balance between labour market flexibility while securing workers’ rights is also referred to as
‘flexicurity.’
The influx of Syrian refugees has put pressure on the competition for jobs in the informal sector.
The implication of the DCFTA on the informal economy in Jordan could be a formalizing effect and
an improvement and increase in decent work also because a trade agreement can be expected to
lead to an increase in large firms and an up scaling of small firms. This formalisation of employment
should be addressed first and foremost through domestic policies. Addressing the issues
surrounding the influx of Syrian and more recently Iraqi refugees is also not directly related to the
DCFTA, but is part of the broader EU-Jordan cooperation agenda.
In sectors that are not internationally competitive, increased international competition as a result of
the DCFTA could put pressure on labour standards in Jordan. Specific commitments in this area
could be included in the DCFTA. Domestic measures could also help to prevent this, for example
by effective implementation of the ratified ILO fundamental, priority and other up-to-date
conventions, by ratification and effective implementation of other relevant ILO conventions, and by
gradual approximation of domestic legislation to the EU acquis in the area of labour. With respect to
human rights more general, effective implementation of human rights treaties will help to uphold
human rights. This is especially important for vulnerable groups, like children, disabled, women,
refugees, minorities, etc.
Given the scope for social and other sustainable development effects of the DCFTA (and EUJordan relation more general) monitoring mechanisms should be created in order to help both
Jordan and the EU in assessing policy implications of certain decisions and processes, notably in
the area of labour standards, the informal sector and the human rights of vulnerable groups like
women, children, persons with disabilities, migrant workers, refuges, etc.. Also with respect to at
least the temporary decrease in government income due to the loss of tariff revenue, monitoring
can help avoid possible spending cuts in the short run (resulting from lower tariff revenues) on such
vital social programmes as investing in health care and education, especially if it directly affects the
vulnerable groups. An effective monitoring mechanism could help to identify essential policy
measures as well as priorities for possible donor support (financial or technical support).
Consultations with civil society in the preparation for the negotiations as well as in the
implementation of the DCFTA will also help to prevent and mitigate negative social effects of the
DCFTA, while enhancing new ones.

12.3.3 Policy recommendations related to the environmental pillar
For Jordan the DCFTA environmental effects will be a combination of the effects of different
sectors’ growth and technological, regulatory and other transformations influencing the
environmental pressures. Environmental aspects were also at the core of our specific sector
analysis for water and energy, and recommendations for this sector therefore overlap in large part
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with recommendations for the environmental pillar. These recommendations are listed under the
sector recommendations. Table 12.3 present the environmental policy recommendations.
Table 12.3 Recommendations for the environmental pillar
Policy measure

Potential to address
Within DCFTA

Outside DCFTA
√

Maintain / further improve incentives to improve
efficient use of energy and water.
Create incentives for environmentally friendly
production, including with respect to air pollution.

√

√
√

Improve waste collection and waste management
systems.
Consider creating mechanisms for monitoring of

√

environmental (and social) impact of the DCFTA (and
more broadly EU-Jordan relations).

The DCFTA will lead to a reallocation of resources, with expected increases in outputs of those
sectors that are relatively more air polluting. Creating incentives to make production process in
particular in those sectors more environmental friendly, notably with respect to air pollution, will thus
be key to mitigate some of the potential negative effects of the DCFTA.
More general the extent to which the DCFTA between the EU and Jordan contributes to ‘greening’
the economy can be reinforced through trade and non-trade related provisions. Jordan can make
economic growth greener by promotion of green practices (e.g. through green public procurement),
reduction of barriers to green investment and innovation and reduction of environmental risks. In
policy terms actions supporting green growth should combine a range of instruments such as
specific education and trainings, smart allocation of resource and land rights, creating conditions for
behaviour change and facilitating businesses to fully integrate sustainability and equity concerns.
Other measures to foster the ‘greening’ of the economy include certification of sustainable
production and trade, reform of payments for ecosystem services and others.394 Jordan has
implemented various initiatives in recent years that increase the incentives for more environmentalfriendly production and greening the economy, which can further developed and expanded (see
also water and energy sector analysis and recommendations). Further mainstreaming of
sustainable development in public policy would also help in greening the economy.
Given the scope for environmental and other sustainable development effects of the DCFTA we
recommend the establishment of simple and efficient monitoring mechanisms that would help both
sides in assessing policy implications of certain decisions and processes. Lastly, on a more general
note, (technical) assistance could help Jordan in the design and implementation of environmental
policy.

12.4 Sector-specific policy recommendations
12.4.1 Pharmaceuticals

394

See OECD, Green Growth and Developing Countries. A Summary for Policy Makers June 2012,
http://www.oecd.org/dac/50526354.pdf for more details.
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Table 12.4 Policy recommendations Pharmaceuticals
Policy measure

Potential to address

Potential to address

within DCFTA

outside DCFTA

√



Active (regulatory) policy measures in order to attract and
facilitate originator FDI, specifically R&D activities within the
context of high IP protection.
√

Facilitate in knowledge-intensifying activities to push for more
innovation in the pharmaceutical sector.

√

Active monitoring of drug prices in Jordan and potential effect
of IP protection on these prices.

12.4.2 Financial services
Table 12.5 Policy recommendations Financial services
Policy measure
Removal of restrictions on active solicitation and marketing
by EU companies in Jordan an vice-versa (where applicable)

Potential to address

Potential to address

within DCFTA

outside DCFTA

√

Gradual regulatory approximation and support for reform of
Jordan’s Regulatory Framework, in keeping with reform

√

√

process in EU
Increase transparency of licensing procedures in banking

√

sector
Promote consolidation of the insurance market and develop

√

market further
Continue and deepen financial market reforms

√

Develop competitiveness and export capacity of both sub-

√

sectors
Removal of restrictions on active solicitation and marketing
by EU companies in Jordan an vice-versa (where applicable)

√

√

12.4.3 Water and Energy
Table 12.6 Policy recommendations Water and Energy

Policy measure

Potential to address

Potential to address

within DCFTA

outside DCFTA

Increase water-efficiency of the transportation of water.

√

Increase efficiency of the wastewater treatment sector.

√

Facilitate the employment transition from primary to

√

secondary and tertiary sectors.
Monitor the environmental impact of the growth of the

√

chemical sector.
Reduce NTBs in renewables equipment.

√
√

Stimulate small-scale renewable energy demand.
Remove NTMs in related services trade.
Stimulate use, production and exports of solar water heating
technology.
Stimulate trade in efficient vehicles and alternative transport
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Policy measure

Potential to address

Potential to address

within DCFTA

outside DCFTA

technology by addressing e.g. TBT.
Provision of technical assistance and capacity building in

√

efficient transport design.
Stimulate on-going improvements in investment climate.

√
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Models,’ in J.F. Francois, and K.A. Reinert, eds. (1997), Applied methods for trade policy analysis:
a handbook, New York: Cambridge University Press.
Francois, J.F. (2001) The Next WTO Round: North-South stakes in new market access
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Francois. J.F., H. van Meijl and F. van Tongeren (2005), ‘Trade Liberalization in the Doha
Development Round,’ in Economic Policy April: 349-391.
Hall, R.E. (1988), ‘The relation between price and marginal cost in U.S. industry’, in Journal of
Political Economy, Vol. 96, No. 5, pp. 921-947.
Hertel, T. and M. Tsigas (1996), ‘The Structure of GTAP,’ in Hertel, T., ed., (1996), in Global Trade
Analysis, Cambridge MA: Cambridge University Press.
Useful links
Besides the literature sources, we have also made a first scan of relevant websites where we, as
well as any other stakeholder to this study, can draw upon for more information.
Ecorys previous Trade Sustainability Impact Assessment websites:
EU-Armenia: http://tsia.ecorys.com/armenia/
EU-Moldova: http://tsia.ecorys.com/moldova/
EU-Georgia: http://tsia.ecorys.com/georgia/
EU-India: http://tsia.ecorys.com/india/
EU-ASEAN: http://tsia.ecorys.com/asean/
EU-Ukraine: http://tsia.ecorys.com/ukraine/
EU-Central America: http://tsia.ecorys.com/ukraine/
Decent Work Indicators, concepts and definitions, First manual, ILO Office, May 2012:
http://www.ilo.org/wcmsp5/groups/public/---dgreports/--stat/documents/publication/wcms_183859.pdf.
European Commission - The Directorate General for Trade: http://ec.europa.eu/trade/.
DG Trade - General information regarding TSIAs: http://ec.europa.eu/trade/policy/policymaking/analysis/index_en.htm.
ETF Report "Union for the Mediterranean regional employability review" with data and information
concerning socioeconomic situation in the countries of the region, features of the labour market,
education level, skills of the labour force, employment policies etc.:
http://www.etf.europa.eu/webatt.nsf/0/0DC0B50C32C6F10BC1257A7100386E78/$file/UfM%20regi
onal%20employability%20review.pdf.
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EU Neighbourhood Policy (ENP)/EuroMed relations:

 European Commission – General: http://ec.europa.eu/world/enp/index_en.htm;
 European Commission – Jordan: http://eeas.europa.eu/jordan/index_en.htm;
 European Union External Action Eastern Partnership:
http://eeas.europa.eu/eastern/index_en.htm;

 2013 ENP Progress report for Jordan Progress report for Jordan (2014 Progress Report will be
published in March / April 2014)
http://ec.europa.eu/world/enp/docs/2013_enp_pack/2013_progress_report_jordan_en.pdf;

 ENP Action Plan for Jordan:
http://eeas.europa.eu/enp/pdf/pdf/action_plans/2013_jordan_action_plan_en.pdf;

 European Neighbourhood Info Centre-EuroMed:
http://www.enpi-info.eu/indexmed.php;

 The H2020 Initiative: http://www.h2020.net/en/the-h2020-initiative.html.
 EU National Indicative Programme for 2011-2013 providing funds to Jordan from the European
Neighbourhood and Partnership Instrument
http://eeas.europa.eu/enp/pdf/pdf/country/2011_enpi_nip_jordan_en.pdf;

 Social dialogue with partner countries in the framework of Union for Mediterranean
http://ufmsecretariat.org/ufm-euro-med-social-dialogue-forum-takes-place-at-the-headquartersof-the-union-for-the-mediterranean/.
EU-Jordan relations:

 European Union External Action: http://eeas.europa.eu/jordan/index_en.htm;
 Delegation of the European Union to Jordan:
http://eeas.europa.eu/delegations/jordan/index_en.htm;

 Political and economic relations:
http://eeas.europa.eu/delegations/jordan/eu_jordan/political_relations/index_en.htm;

 Trade relations: http://eeas.europa.eu/delegations/jordan/eu_jordan/trade_relation/index_fr.htm;
 http://ec.europa.eu/trade/policy/countries-and-regions/countries/jordan/;
 Technical and financial co-operation:
http://eeas.europa.eu/delegations/jordan/eu_jordan/tech_financial_cooperation/index_en.htm;

 ILO (2013) International Labour Conference, 102st Session, 2013 Report of the Committee of
Experts on the Application of Conventions and Recommendations:
http://www.ilo.org/wcmsp5/groups/public/---ed_norm/--relconf/documents/meetingdocument/wcms_205472.pdf.
Labour and ILO:

 ILO, Application of International Labour Standards 2014. Report of the Committee of Experts on
the Application of Conventions and Recommendations. Available at:
http://www.ilo.org/wcmsp5/groups/public/---ed_norm/--relconf/documents/meetingdocument/wcms_235054.pdf;

 Trade and labour: Making effective use of trade sustainability impact assessments and
monitoring Mechanisms, http://ec.europa.eu/social/BlobServlet?docId=7220&langId=en;

 ILO Assessing and Addressing the Effects of Trade on Employment:
http://www.ilo.org/employment/Whatwedo/Projects/WCMS_118053/lang--en/index.htm;
ILO Trade and Employment: http://www.ilo.org/employment/areas/trade-and-employment/lang-en/index.htm;

 ILO Decent Work Team: http://www.ilo.org/global/meetings-and-events/regionalmeetings/africa/arm-12/reports/WCMS_161396/lang--en/index.htm;

 ILO country profile Jordan: http://www.ilo.org/safework/countries/africa/jordan/lang-en/index.htm;
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 Decent Work Indicators, concepts and definitions, First manual, ILO Office, May 2012:
http://www.ilo.org/wcmsp5/groups/public/---dgreports/--stat/documents/publication/wcms_183859.pdf;

 The ILO Committee of Experts' (CEACR) Reports: issued 2012, adopted in December 2011
(observations on conventions No. 87 and 111, and direct requests on Conventions No. 29, 98,
100, 111, 138 and 182) http://www.ilo.org/wcmsp5/groups/public/---ed_norm/--relconf/documents/meetingdocument/wcms_174843.pdf; issued in 2011, adopted in December
2010 (observations on Conventions No. 87 and 111, and direct requests on conventions 29, 98,
100 and 111), http://www.ilo.org/public/libdoc/ilo/P/09661/09661%282011-100-1A%29.pdf;

 Country profile of Jordan in the ILO database (NORMLEX) with links to the national legislation
and comments adopted by the ILO supervisory bodies, including the ILO Committee of Experts
(CEACR):
http://www.ilo.org/dyn/normlex/en/f?p=1000:11110:0::NO:11110:P11110_COUNTRY_ID:10320
1.

 Labour statistics in GTAP (ILO seminar)
http://www.ilo.org/employment/Whatwedo/Eventsandmeetings/WCMS_211634/lang-en/index.htm;

 ILO Decent Work Country Programme for Jordan for the period 2012-2015.
http://www.ilo.org/public/english/bureau/program/dwcp/download/jordan.pdf;

 Independent evaluation of the ILO's Country Programme for Jordan (2002-2007).
http://www.ilo.org/public/english/bureau/program/download/pdf/jordan2002.pdf;

 Meeting between Jordan and the ILO in January 2014 to assess implementation of the National
Framework to Combat Child Labour (with links to national documents in this area).
http://www.ilo.org/beirut/events/WCMS_234245/lang--en/index.htm;

 Jordanian officials receive ILO training to combat forced labour.
http://www.ilo.org/beirut/events/WCMS_232229/lang--en/index.htm;

 The ILO and The General Federation of Jordanian Trade Unions consider methods to utilise
wage policy and social protection to spur economic development.
http://www.ilo.org/beirut/events/WCMS_229908/lang--en/index.htm;

 Public employment services in Jordan consider job creation methods in Syrian refugee-hosting
communities. http://www.ilo.org/beirut/events/WCMS_233563/lang--en/index.htm;

 Representatives from public and private organizations that support small and medium
enterprises in Lebanon and Jordan receive training on methods to employ the ILO’s Work
Improvement in Small Enterprises programme
http://www.ilo.org/beirut/events/WCMS_231510/lang--en/index.htm;

 ILO, Union for the Mediterranean sign agreement to promote businesses, jobs and skills. It will
strengthen the partners’ capacities to foster productive employment and decent work in the
Mediterranean region. http://www.ilo.org/global/about-the-ilo/activities/all/WCMS_234249/lang-en/index.htm;

 "Trade and employment: from myths to facts", ILO Office, Geneva
http://www.ilo.org/employment/areas/trade-and-employment/WCMS_162297/lang-en/index.htm;

 "Making globalisation socially sustainable", a joint WTO-ILO book providing analysis of social
impacts of trade and investment, as well as on role of social protection schemes
http://www.ilo.org/global/publications/ilo-bookstore/order-online/books/WCMS_144904/lang-en/index.htm;

 "International Labour Standards and Economic Interdependence", edited by Werner
Sengenberger and Duncan Campbell (1994);

 Work of Adele Blackett and economists K. Basu, Eric Edmonds and Richard Freeman that
discusses the relationship between trade and labour standards;

 "Qualitative Indicators of Labour Standards" by David Kucera (2007).
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Multilateral Environmental Agreements:

 UNECE Environmental policies: http://www.unece.org/env/cep/welcome.html;
 EC Environment – Multilateral Environmental Agreements:
http://ec.europa.eu/environment/international_issues/agreements_en.htm.
Sources environmental analysis
Abu-Allaban, M. and Abu-Qudais, H. (2011). Impact Assessment of Ambient Air Quality by Cement
Industry: A Case Study in Jordan. Aerosol and Air Quality Research, 11: 802–810.
Al-Bakria, J., Suleiman, A., Abdulla, F. and Ayad, J. (2011). Potential impact of climate change on
rainfed agriculture of a semi-arid basin in Jordan. Physics and Chemistry of the Earth, Parts A/B/C.
Volume 36, Issues 5–6, 2011, Pages 125–134.
Fadi Doumani and Hanadi Musharrafiyeh (2011): Analysis for European Neighbourhood Policy
(ENP) Countries and the Russian Federation on social and economic benefits of enhanced
environmental protection: Jordan Country Report. Available at http://www.environmentbenefits.eu/pdfs/Jordan-ENPI%20Benefit%20Assessment.pdf.
Al Eisawi, D. (2012) Conservation of Natural Ecosystems in Jordan. Pak. J. Bot., 44: 95-99, Special
Issue May 2012. Available at http://www.pakbs.org/pjbot/PDFs/44(SI2)/13.pdf.
EIM Business & Policy Research / Oxford Research, 2012. Survey on Sustainable Enterprise
Development in the Mediterranean Partner Countries. Final Report [pdf]. Available at:
<http://ec.europa.eu/enterprise/policies/international/files/2012_survey_on_sustainable_enterprise_
final_19_04_2012_en.pdf>.
Emerson, J.W., Hsu, A., Levy, M.A., de Sherbinin, A., Mara, V., Esty, D.C. and Jaiteh, M. 2012.
2012 Environmental Performance Index and Pilot Trend Environmental Performance Index. [online]
Available at: <http://epi.yale.edu/epi2012/rankings>.
Environment Agency Austria (2012): European Neighbourhood and Partnership Instrument.
Towards a Shared Environmental System >>SEIS<<. Jordan Country Report. Commissioned by
EuropeAid, available at http://enpi-seis.ew.eea.europa.eu/south/jordan/country-report-jordan.pdf.
European Commission (2013). Panorama of EU Regional Programmes and Projects. Southern
Mediterranean [pdf]. Available at: <http://www.enpiinfo.eu/files/publications/PanoramaSouthMagEN_s42_v26_A4.pdf>.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Toward shared
environmental information systems [pdf]. Available at:
<http://www.eea.europa.eu/publications/horizon-2020-mediterranean-report>.
European Environment Agency (2014): Horizon 2020 Mediterranean report. Annex 2: Jordan [pdf].
Available at: <http://www.eea.europa.eu/publications/horizon-2020-mediterranean-report/annex-2jordan>.
Ghazleh et al. (2010). Rapidly Shrinking Dead Sea Urgently Needs Infusion of 0.9 km3/a from
Planned Red-Sea Channel: Implication for Renewable Energy and Sustainable Development.
Jordan Journal of Mechanical and Industrial Engineering 4(1).
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Hadadin, N.A. and Tarawneh, Z.S. (2007). Environmental Issues in Jordan, Solutions and
Recommendations. American Journal of Environmental Sciences 3 (1): 30-36.
Hamdi et al. (2008): Diesel Quality in Jordan: Impacts of Vehicular and Industrial Emissions on
Urban Air Quality. Environmental Enginieering Science 25(9).
IUCN, 2012. IUCN Red List Version 2012.2 - Threatened species in each country totals by
taxonomic group [pdf]. Available at:
<http://www.iucnredlist.org/documents/summarystatistics/2012_2_RL_Stats_Table_5.pdf>.
Jordanian Ministry of Water and Irrigation (2013), Annual Report 2012 [pdf]. Available at
http://www.waj.gov.jo/sites/en-us/Documents/Annual%20Report%202012.pdf.
Mahadeen, M.Y. and Allahham, O.B. (2012) The Impact of Climate Change on food Security in
Jordan. Jordan Ministry of Agriculture.
Ministry of Government Performance (2006): National Agenda: The Jordan we strive for. 20062015. Available at http://www.carim.org/public/polsoctexts/PS2JOR027_EN.pdf.
MNSSD (Sustainable Development Sector Department) Middle East and North Africa Region
(2009): Hashemite Kingdom of Jordan Country Environmental Analysis, Report No. 47829-JO.
Office of the United States Trade Representative (n.d.): Final Environmental Review of the
Agreement on the Establishment of a Free Trade Area between the Government of the United
States and the Government of the Hashemite Kingdom of Jordan, available at
http://www.ustr.gov/sites/default/files/jorfinal.pdf.
Preiss P, Friedrich R and Klotz V (2008). Report on the procedure and data to generate
averaged/aggregated data. Deliverable n° 1.1 - RS 3a. R&D Project NEEDS – New Energy
Externalities Developments for Sustainability. Prepared for DG Research.
Saffarini, G. and Odat, S. (2008). Time Series Analysis of Air Pollution in Al-Hashimeya Town
Zarqa, Jordan. Jordan Journal of Earth and Environmental Sciences 1(2), pp. 63- 72.
Sector Strategic Guidance Framework (2013). The National Climate Change Policy of the
Hashemite Kingdom of Jordan 2013-2020.
Shahrazad Abu Ghazleh, S.A., Kempe, S., Hartmann, J. and Jansen, N. (2010). Rapidly Shrinking
Dead Sea Urgently Needs Infusion of 0.9 km3/a from Planned Red-Sea Channel: Implication for
Renewable Energy and Sustainable Development. Volume 4, Number 1, Jan. 2010, ISSN 19956665, Pages 211- 216.
Sweepnet (2012): Country report on the solid waste management situation in Jordan. Available at
http://www.sweep-net.org/system/files/Rapport%20EN%20JORDANIE%202012.pdf.
Sweepnet (2014): Analysis of Existing E-Waste Practices in MENA Countries. Regional Study.
Available at: http://www.sweep-net.org/sites/default/files/RA%20E-WASTE.pdf.

UNDP (2006). The Hashemite KIingdom of Jordan Ministry of Environment. National

Strategy and Action Plan to Combat Desertification.
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UN ESCWA (2013): Mapping Green Economy in the ESCWA Region. Available at:
http://www.escwa.un.org/sites/gps/editor/Download.asp?table_name=gps_documents&field_name=
id&FileID=9.
UNEP (2012): Green Economy Advisory Services – Jordan. Available at:
http://www.unep.org/greeneconomy/Portals/88/documents/advisory_services/countries/Jordan%20f
inal.pdf.
UNEP (2010): Auditing the Implementation of Multilateral Environmental Agreements (MEAs): A
Primer for Auditors. Available at http://www.unep.org/delc/Portals/119/audingmeas.pdf.
UN Host Community Support Platform (2013): Needs Assessment Review of the Impact of the
Syrian Crisis on Jordan. Available at
http://arabstates.undp.org/content/dam/rbas/doc/SyriaResponse/Jordan%20Needs%20Assessment
%20-%20November%202013.pdf.
World Bank (2011): Red Sea – Dead Sea Water Conveyance Study Program Draft Final Feasibility
Study Report. Appendix A – Climate Change Study.
World Bank (n.d.): World Development Indicators (WDI). Available at
http://data.worldbank.org/data-catalog/world-development-indicators.
Government websites:







The Government of the Hashemite Kingdom of Jordan: http://www.jordan.gov.jo/wps/portal;
Ministry of Foreign Affairs of the Hashemite Kingdom of Jordan: http://www.mfa.gov.jo;
Ministry of Finance of the Hashemite Kingdom of Jordan: http://www.mof.gov.jo;
Ministry of Industry and Trade of the Hashemite Kingdom of Jordan: http://www.mit.gov.jo;
Ministry of Energy and Mineral Resources of the Hashemite Kingdom of Jordan:
http://www.memr.gov.jo;

 Ministry of Public Sector Development of the Hashemite Kingdom of Jordan:
http://mopsd.gov.jo;

 Ministry of Agriculture of the Hashemite Kingdom of Jordan: http://moa.gov.jo.
Sources sector studies
Abbott, R.B. et al. (2012) The Price of medicines in Jordan: the cost of trade-based intellectual
property. In: Journal of Generic Medicines, 9(2), pp. 75-85.
Ahram Online (2013), Egyptian gas supply to Jordan stabilizes at below contract rate.
Al Masah Capital Limited. (2010) MENA: Healthcare Sector Report.
Al-shaikh, M.S. (2011) Jordanian Pharmaceutical Companies: Are their Marketing Efforts Paying
Off? In: Health Marketing Quarterly, 28, pp. 174-189.
Andrews, A. (2008), Developments in Oil Shale; EIA (2013), Technically Recoverable Shale Oil and
Ayoub, R. and Qadoumi, H. (2007) Pharmaceuticals in Jordan: Sectoral report. Awraq investments,
Research division.
Bhardwaj, R. et al. (2013) The Impact of Patent Linkage on Marketing of Generic Drugs. In: Journal
of Intellectual property rights, 18, pp. 316-322.
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Cockburn I.M. Intellectual Property Rights and Pharmaceuticals: Challenges and Opportunities for
Economic Research. In: WIPO, The Economics of Intellectual Property.
Collins-Chase, C.T. (2008) The case against TRIPS-plus protection in developing countries facing
AIDS epidemics.
Conesa, S. and Yadav, P. (2009) Analysis of the Pharmaceutical Supply Chain in Jordan.
Ecorys. (2009) Competitiveness of the EU: Market and Industry for Pharmaceuticals: Volume II:
Markets, Innovation & regulation.
EFPIA. (2011) URL=
http://www.efpia.eu/index.php?mact=FactsFigures,cntnt01,default,0&cntnt01category=innovation&c
ntnt01returnid=23.
El-Said, H and El-Said, M. (2007) TRIPS-Plus Implications for Access to Medicines in Developing
Countries: Lessons from Jordan–United States Free Trade Agreement. In: The Journal of World
Intellectual Property, 10(6), pp. 438–475.
Ernst & Young (2011): http://emergingmarkets.ey.com/wpcontent/uploads/downloads/2012/05/Doing-Business-in-Jordan-2011.pdf.
European Commission. (2003) Commission Communication on parallel imports of proprietary
medicinal products for which marketing authorisations have already been granted.; European
Commission. URL=
http://europa.eu/legislation_summaries/internal_market/single_market_for_goods/pharmaceutical_a
nd_cosmetic_products/l23110_en.htm.
European Commission. (2009) Pharmaceutical Sector Inquiry: Final Report. Based on a sample of
32 originators and 16 generics.
European Commission. (2012) Pharmaceuticals Sector Fiche (16.12.2011).
European Commission. (2014), Commission Staff Working Document: Background Analysis per
beneficiary.
European Neighbourhood and partnership instrument. Country strategy paper: Jordan.
EvaluatePharma. (2013) World Preview 2013, Outlook to 2018: Returning to Growth.
FAO (2012), AQUASTAT, FAO’s global information system on water and agriculture.
http://fao.org/nr/aquastat.
Heimler, A. The Pharmaceutical Industry and Parallel Trade.
Hikma Pharmaceuticals. (2014) Hikma Factsheet.
JEDCO (2011) “The Jordan services development master plan (SDMP): Background & issues for
consideration”.
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Jordan Investment Board. URL =
http://www.jordaninvestment.com/industrysectors/pharmaceuticalsector/tabid/91/language/enus/default.aspx.
Jordan’s Competitiveness report 2007. Chapter 3: Pharmaceuticals.
Jordanian Ministry of Energy and Mineral Resources (2013), Annual Report 2012.
Jordanian Ministry of Energy and Mineral Resources (2014), Energy 2014 – Facts and Figures.
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