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Summary

The electricity demand in Jordan is increasing by 6% per annum and that is due to the real estate development projects that are estimated at US$6.5 billion in the coming six years, industrial consumption and population growth. The Jordanian government is also working on expanding the electricity network to coupe with the increasing demand. 

As a result, the market of the electrical switchgears in Jordan is growing 20-30% taking into consideration the needs of the Iraqi market which some of it is covered by the Jordanian market. The U.S. market share is only 5% of the total imported value.


Electricity Demand 

The Jordanian government through the Ministry of Energy and Mineral Resources (MEMR) is doing what it can to keep coping with the increasing demand on electricity. The demand is rising 6% per annum and some time the generation capacity is not capable of producing enough electricity to cover the demand so they import electricity from neighboring countries.

The rise of electricity demand is due for the following reasons:

1- The increase in using electrical appliances. More Jordanians are using air conditioning in the summer and electrical heating equipment in the winter because of the rise of fuel prices.

2- New real estate development projects that took place such as hotels, residential and commercial complexes, which consumes considerable amount of electricity.

3- New industrial facilities that has been built.

MEMR has conducted a study for the energy sector for the coming 15-20 years; the study concluded that this sector requires around US$ 3 billion of investment to cover Jordan needs. This is why MEMR through the companies handling the electricity sector is trying to conduct and complete new projects in all areas of transmission, generation and distribution. 

The rise on electricity demand is expected to continue 5% in average for the coming 10 years, which put pressure on the Jordanian government to cover the increase and provide sustainable supply of electricity to keep its economy growing.

Switchgear Market

The new real estate development and industrial projects along side the expansions taking place to the electricity network in Jordan are boosting the market demand for electrical switchgear. The market is growing 20-30% yearly and is expected to continue this grow in the coming few years.

Currently, European brands dominate the Jordanian switchgear market because the end users occasions use the British standards (IEC) and this is because the American brands have some difficulty in penetrating the market due to high prices, but it doesn’t mean that the American standards (NEMA) can’t enter the market in particularly that it has the reputation of being heavy duty quality.

In 2004 the size of the switchgear market was around US$ 42,857,142 were 80% imported of which 5% only is imported from the U.S. valuing US$ 698,605 the remaining 20% is manufactured locally in particularly low voltage switchgear. 

Best Prospects

The electrical switchgear market is divided into three categories:

· Low voltage switchgear

· Medium voltage switchgear

· High voltage switchgear

Local manufacturers dominate the low voltage market because they offer competitive price, fast delivery and good quality, as all of them are assemblers using imported components. Imported low voltage switchgear from Europe decreased by 10% in the last three years.

Regarding medium voltage market 90% is imported; only two factories in Jordan assemble this kind covering 10%. As for the high voltage market, all of it is imported.

American manufacturers and suppliers need to concentrate on the medium and high voltage markets but not ignoring the needs for components in the low voltage market as will.

Key Suppliers

Electrical Switchgears and its components are imported from different countries, mostly European. The U.K. is dominating the market share with 40%, then Germany with 28%, France 16% and Italy 10%. 

With American market share of 5% only, opportunities to increase this percentage are available because of the different reasons mentioned earlier. The most important element is the price, if it can be competitive with the European we expect to see more American switchgear and component in the Jordanian market.
Market Entry

Most end users in particular the public sector prefer to work with a local representative, who will be doing the marketing and sale efforts as will. To enter the market there are several options:

1- To allocate a representative even as a distributor or and agent to sell the product in the market. In that case there will be not capital investment involved.

2- Open an office as a branch of the company in Jordan if you are going to sell equipment only, at the same time a manufacturing facility can be built. Both options will require capital investment in the office, factory, salaries, marketing campaigns and other expenses.

3- Going into joint venture with a Jordanian manufacturer. Here different alternatives can be used; one is capital investment in the facility, equipment or machinery. Second is having a licensing agreement to manufacture under the American company’s names, and third by transfer of technology and technical assistance.

Any market entry method used, in particularly having a complete investment ownership or going into a joint venture, it must be taken into consideration that the target is not just the Jordanian market the prospective should be regional especially Iraq

Market Environment

Under the investment law in Jordan, 100% ownership is allowed by foreign investors, in the same law, most of the equipment and items used in investment is exempted from custom duties and taxes.

Jordan and the U.S. signed a Free Trade Agreement (FTA) in 2001, which will reduce the customs between the two countries on most items to 0% by 2010, and the switchgear already reached it. This helps American ready-made switchgears to compete in non-investment projects, other wise it is already exempted under the investment law. 

Prospective Buyers

Hotels, hospitals, residential complexes and industrial utilities use most of the low and medium voltage switchgear. Medium voltage also used by electricity distribution and transmission companies. Regarding high voltage switchgear, the electricity companies are the only prospective buyer for it.

Resources and Key Contacts

Electricity companies in Jordan:

1- National Electric Power Co.  www.nepco.com.jo
2- Electricity Distribution Co.  www.edco.com.jo
3- Irbid District Electricity Co.  www.ideco.com.jo
4- Jordan Electric Power Co.  www.jepco.com.jo
For Additional information about the Free Trade Agreement:

www.jordanusfta.com
For More Information

The U.S. Commercial Service in Amman/Jordan can be contacted via e-mail at: Fareedon.Hartoqa@mail.doc.gov; Phone: 962 6 590-6632; Fax: 962 6 592-0146 or visit our website: www.buyusa.gov/jordan.     

The U.S. Commercial Service — Your Global Business Partner

With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the U.S. nearest you by visiting http://www.export.gov/.

Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the accuracy or completeness of information in this or any other United States government document. Readers are advised to independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal advice.

International copyright, U.S. Department of Commerce, 2006. All rights reserved outside of the United States.
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Let us help you export.
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