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Renewable energy policies and strategies

   A look into the global trend
The global trend towards renewable energy has been primarily driven by “goals” set by governments, by means 

of periodically updated energy sector strategies that defines how the renewable energy dependence will grow 

in the total energy mix in the upcoming years. The number of countries that have announced these goals at the 

national level has reached to 179 countries compared to the year 2004, when the number was approximately 

40 countries1 . These goals also encouraged all those interested to start investing in this sector, and work has 

already started to translate the goals into practical steps in the form of tasks, legislative frameworks, financing 

mechanisms and programs all aimed at reaching the desired outcomes.

Renewable energy sector regulators have relied on many policies to ensure the continuous growth of the 

sector accompanied by a reasonable level of support, that decreases with the maturity of the sector and the 

accumulation of experience. Support mechanisms based on tariffs or on quantity were widely used for its effect 

on attracting investment and increasing the reliance on renewable energy.

The existing support mechanisms vary between mechanisms in which the price of purchasing electricity from 

renewable energy sources is determined by the regulatory authority such as the feed-in tariff, and others that 

are assigned according to the project developers, such as competitive bids of various kinds. We summarize the 

most important of these mechanisms in the following form:

 

Competitive bids - Auctions, or as it is called in Jordan as direct proposals, have gained momentum in recent years. 

The number of countries that adopted regulatory framework for periodic bidding increased from 6 countries in 

2005 to nearly 67 countries in 20162 , due to its flexible nature, which fits in reliably in various energy markets, 

starting with the single buyer model market, whilst not ending with the open markets model. In addition to that, 

its contribution in regulating the entry of renewable energy into the energy mix in a transparent, organized and 

studied manner, and its effectiveness on reducing incentives by sector regulators. And its flexibility that helps to 

integrate other development goals and take into account both the particularity of each country and the level of 

maturity of its renewable energy market.

1 Renewables 2018 Global Status Report, Renewable Energy Policy Network for the 21st Century, 2018.
2 Renewable Energy Auctions: A Guide to Design, IRENA,2015.
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What are the direct proposals and what are the competitive bids?
The idea of direct proposals is to provide the opportunity for developers of renewable energy projects to submit 
their project proposals and discuss them with relevant authorities, then provide technical and financial offers 
and implement them if approved. In the case of competitive bids, the relevant authority invites those interested 
in submitting their bids to supply the electrical network with renewable energy, and this includes inviting them 
to submit financial and technical offers to build the project, which are evaluated according to a criteria set by the 
relevant authority. The following table shows the most important strength points that drive countries towards 
adopting competitive bidding programs in addition to the challenges facing this type of program:

*the direct proposals system in Jordan,  managed to avoid this point by allowing investors to submit direct offers    

with proposals for projects outside the framework of the competitive bidding of the concerned ministry

Among the most important types of competitive bidding that countries adopted as programs to promote the 
penetration of renewable energy sources into the sector: auctions, sealed bid auction, and a hybrid of both types 
that are used at different stages3 . In auction, the authority responsible for the auction determines the purchase 
price of electricity from renewable energy sources, and based on this price, bids from project developers are 
gathered and approved, then they would reduce the price and solicit bids for the second time until it reaches a 
financial offer through which the authority can guarantee the required capacities planned at this stage, while 
a sealed bid auction depends on providing undisclosed price by the project developers to be studied and the 
assignment of winning bids goes to the lowest price bidders if they were technically qualified at an earlier stage. 
The most important stages of competitive bidding are shown in the following figure: 

3 Renewable Energy Auctions in Developing Countries, IRENA, 2013. 

 

Ability to obtain competitive prices

Insures safe investments through long term 
PPAs

Effective cost management due to the 
competitiveness on prices

Ability to control project size according to what has been 
planned and the capacity of the electrical grid

Could cause intermittent growth in the sector, in case 
implementation time frame was not planned  

Hard to win auctions due to large capital costs that can 
only be satisfied by  big investors*

Risk of underestimating costs

Ability to predict electrical energy produced from 
renewable energy sources

Ability to include other development goals like 
employment and local industry support.

Strengths Weaknesses
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An overview of Jordan 
Jordan has adopted the direct proposals program - competitive bidding at an early stage, due to its great role 
in accelerating the penetration of renewable energy sources and reaching competitive prices in record times. 
Concerned authorities have organized the sector by establishing the necessary legislative structure to start this 
program, one of which is the Temporary of Renewable Energy and Energy Conservation law No. 3 of 2010 4, 
then a consultative study on the indicative prices for renewable energy was conducted in 2011, the results of 
which were used to issue instructions regulating the renewable energy sector in accordance with the Renewable 
Energy and Energy Conservation Law.

In 2012, the Permanent Renewable Energy and Energy Conservation Law was issued, according to which the 
rules regulating work in this sector were also issued, including 5:

- Instructions for the sale of electrical energy generated from renewable energy sources        
- Instructions for costs of connecting renewable energy sources to the distribution system in the cases of 
competitive bidding and direct offers
- The reference pricelist for the calculation of electrical energy purchase prices from renewable energy sources 
- Guidelines annexed to the instructions for the sale of energy generated from renewable energy systems 
-Procedures to attain licenses for connection on the distribution and transmission grid, standard generation 
license forms, and connection agreements on the grid.

Through the instructions for the sale of electrical energy generated from renewable sources, the purchase price 
of energy from these sources was determined to be up to 12 piasters per kilowatt hour for solar energy and 
8.5 piasters per kilowatt hour for wind energy. While an increase of 15% over this tariff was granted, if systems 
installed were of Jordanian origin.

In 2014 the Reference Pricelist was issued to calculate the electrical tariff from renewable energy sources and 
it was decided to use the reference to determine the upper limit of the tariff, and in 2015 the Direct Proposals 
by-law for electrical energy projects and grid connection was issued, which clarified the responsible authority for 
these offers, and the mechanism for their submission and evaluation.

In 2016, a new mechanism was adopted to calculate the average purchase price of energy from renewable 
sources, which replaces the Reference Pricelist 6. This mechanism states how to determine the ceiling of 
purchase price of direct proposals based on the average price of offers that were accepted during the most 
recent round of bidding, calculated from the first 12 offers in ascending order, and in order to take into account 
the continuous improvement in renewable energy technologies, the calculated ceiling price were to be reduced 
by 10% starting in 2017.

4 Annual Report, EMRC, 2010.
5 Annual Report, EMRC, 2012.
6 Annual Report, EMRC, 2016.
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   Evolution of direct proposal in Jordan in light of the global experience
Global investments in the renewable energy sector in 2017 were twice the investments in fossil and nuclear 
energy combined , reaching a total of 68% of all new investments 7, as global energy markets had forgone the 
support of renewable energy production in order to enable it to compete with traditional energy sources, and 
soon it was able to bid on competitive bases.

- Lower costs

The average price of electricity produced from photovoltaic power plants “Levelized cost” between 2010 and 
2017 has decreased by 73% 8, mainly due to the tendency of many countries towards implementing large-scale 
projects through competitive bidding instead of feed-in tariffs and due to the reduction in price of photovoltaic 
panels by 81% between the years 2009 and 2017 9, which is the result of the maturity in industry, continuous 
scientific research and economies of scale that led to the production of these panels at an unprecedented low and 
competitive prices. In addition to these reasons, there are several expert project developers who are constantly 
seeking to open new renewable energy markets. The following figure shows the decrease in installation prices 
for photovoltaic and wind energy between 2010 and 2017, where the average reduction in price of installing 
wind and photovoltaic energy has reached 20% and 68% respectively. 

- Levelized Cost of Energy

The Levelized Cost of Electricity (LCOE) refers to the average price of a unit of electricity produced over the 
lifetime of renewable energy powerplant, it is calculated by dividing the costs incurred throughout the lifetime 
by the total electrical energy production; the change in this cost reflects various developments in technology and 
change in the capital prices for constructing and installing these plants over the years. It is worth noting that the 

7 Renewables 2018 Global Status Report, Renewable Energy Policy Network for the 21st Century,2018

8 Renewable Power Generation costs in 2017, IRENA, 2017

9 Renewable Power Generation costs in 2017, IRENA, 2017
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LCOE of photovoltaic energy decreased globally by three quarters within seven years since the year 2010 10, and 
the reduction trend was present in all countries of the world but in varying proportions as the next figure shows; 
the variance is due to the difference in total energy produced that depends on the geographical area, it is known 
as the capacity factor , in addition to the difference in cost of installation, which includes cost of technology.
 

-Competitive Bid Prices

Competitive bidding prices are not equal to the costs of energy production or the LCOE, but they are direct 
indicators, as competitive bid prices decreased along with LCOE. The decrease in the global average LCOE for 
photovoltaics between 2013-2018 and wind energy for the years 2010-2017 reached around 63% and 24% 
respectively. The figure shows the variation in prices over recent years in many countries of the world.  

10 Renewable Power Generation costs in 2017, IRENA, 2017
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The decrease in competitive bidding prices in wind energy is due to several reasons; the most important of which 
is the development of technology and the decrease in financing costs due to the low level of investment risk 
involved, in addition to intense competition and the transition of many traditional energy providers into investing 
in wind energy technology. The following graph decrease of LCOE together with competitive bidding prices for 
wind energy globally.
 

   The Jordanian Experience
After the Ministry of Energy and Mineral Resources announced that it will be receiving direct proposals for 
renewable energy projects, it announced in May 2011 the wish to receive expressions of interest in its first 
competitive renewable energy bid, they had defined the trend to be more towards competitive bidding through 
direct proposals, because of their desire to choose the best possible projects in an efficient and transparent 
manner.

And the fact that round one projects are the first Jordanian experience in competitive bidding, consultative 
studies were carried out regarding the indicative prices for renewable energy, which resulted in determining the 
purchase price in the same method as with feed-in tariff and the purchase price was to be fixed at 12 piasters 
per kilowatt hour for all those who qualify excluding Shams Ma’an project that had a tariff of 10.5 piasters per 
kilowatt hour as this was issued by the Cabinet Resolution No. 3274 in February 2014. The average global price 
for competitive bids in the same year was 11.56 piasters per kilowatt hour according to the International Energy 
Agency and 12.56 piasters per kilowatt hour according to the International Renewable Energy Agency. 

Based on experience gained during the first round by the Ministry of Energy and Mineral Resources and the 
developers of renewable energy projects, second round projects were announced to be sealed competitive bids. 
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Technical offers were evaluated first, then the lowest price was chosen from among those qualified, as is the 
case in the third-round projects. The following timeline reflects the competitive bidding process of its three 
phases.  

Decrease in competitive bidding prices between the first and third round reached approximately 82%, since the 
price of the third round reflects both high confidence in the Jordanian renewable energy sector and the maturity 
of experiences in it. This accelerated development has contributed to an increase in production from renewable 
sources by 7.4% in the energy mix, as it had grown from 0.6% in 2015 to nearly 8% in 2018 11. The figure below 
shows the proportion of electricity produced from renewable sources and the percentage cost of purchasing 
energy from renewable sources. 

11 Annual Report, MEMR, 2015-2017

Round
One

Round
Two

Direct Proposal Timeline

Round announcement and 
expression of interest submission

5/2011
Last date for expression
of interest submission

7/2011

Announcement of eligible
companies to submit offers

4/2012

Memorandum of 
Understanding signed

6/2012

Instructions and requirements
for proposal submission

9/2012

Submission of financial
and technical offers

3/2013
 Cabinet decision on the ceiling

price to be 12 piasters/kWh
 2/2014

PPA signed
 3/2014

Connection to the grid
Second Half of 2016

Expression of interest and 
Round announcement

12/2016

Last date for expression of
 interest submission

15/2/2017

Announcement of eligible 
companies to submit offers

20/7/2017

Memorandum of 
Understanding signed

 8/2017
Submission of financial

and technical offers
4/2018

Announcement of
bidding results

6/11/2018

Connection to the 
grid - end of 

2018

PPA signed
12/2015-1/2016

Announcement of 
bidding results 

22/6/2015

Submission of financial 
and technical offers 

31/12/2014
Memorandum of 

Understanding signed
3/2014

Announcement of eligible 
companies to submit offers. 

2/2014

Last date for expression 
of interest submission 

11/2013

Expression of interest and 
round announcement 

8/2013

 Round
Three



10Direct proposals and competitive bids in renewable energy projects: policies and implementation



11Direct proposals and competitive bids in renewable energy projects: policies and implementation

Appendix 1: Conventional Energy: Oil Prices and Costs of Production

The fluctuating and high price of fossil fuels is one 
of the most important drivers towards the adoption 
of renewable energy along with the advantage 
of renewable energy being a local energy source, 
especially in countries that import fossil fuels. The 
figure shows the average price of Brent crude during 
the same period that witnessed fast progress of 
renewable energy adoption. This period saw prices 
reaching 115 dollars per barrel.

It should be noted that the LCOE from renewable 
plants has almost matched and does in fact compete 
with that of the energy produced from fossil fuel 
power plants.

In the case of Jordan, the cost of energy production 
from renewable sources was less than traditional, 
in 2013 the cost was 12.47 piasters per kilowatt of 
conventional energy12 compared to 12 piasters per 
kilowatt for the first round of photovoltaic energy 
projects, while the cost was 13.7 piasters per kilowatt 
of conventional energy compared to 4.8 piasters per 
kilowatt of round two PV projects. The following figure 
shows the energy costs for different conventional 
power plants compared to PV and wind energy. 

12 Annual Report, NEPCO, 2013
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Source: International Renewable Energy Agency (IRENA) 

2010              2011              2012               2013              2014               2015              2016              2017

 Average Capacity Factor of renewable energy projects globally

PV Energy  Wind Energy

%10

%15

%20

%25

%30

Appendix 2: Capacity Factor

The capacity factor expresses the fundamental difference between different energy systems, it indicates the 
difference between how much a system can produce energy based on the installed capacity compared to what it 
has actually produced, so that in the case of comparing a solar energy system with a conventional system with 
the same installed capacity, the first thing that should be focused on is the difference in the capacity factor as it 
ranges between 15% to 30% in the case of the solar systems and from 26% to 52% in the case of wind energy of 
all kinds, and 40% to 95% in conventional powerplants 13.

The figure below shows the evolution of the average capacity factor from 2010 to 2017 for both wind and 
photovoltaic energy, which is due to the continuous research and development, in addition to the accumulation 
of experience in operating and maintaining these systems.

13 Utility-Scale Energy Technology Capacity Factors, NREL, 2015
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Appendix 3: Sources of Competitive Bid Prices

Source

India and USA IRENA - Renewable Energy Auctions: Analysing 2016

Germany SolarPower Europe, Global Market Outlook For Solar Power 2018 - 2022

Egypt https://www.pv-magazine.com/2018/08/08/update-acwa-offered-lowest-bid-in-
egypts-200-mw-tender/

Jordan

Round 1 Cabinet resolution No. 4723

Round 2 Average price of the 4 wining bids (– Ministry of Energy and Mineral 
Resources 

Round 3 Average price of the lowest 3 bids - Round

UAE

4.16 Piasters/
kWh

https://www.power-technology.com/news/newsacwa-power-tsk-
to-build-200mw-solar-pv-project-in-dubai-4491089/

2.12 Piasters/
kWh 

https://www.pv-magazine.com/2016/05/02/third-phase-of-
dubais-dewa-solar-project-attracts-record-low-bid-of-us-2-99-
centskwh_100024383/

1.7 Piasters/kWh https://www.pv-magazine.com/2018/11/05/dubai-tariff-for-large-
scale-pv-hits-new-low-at-0-024-kwh/

1.715 Piasters/
kWh

https://www.pv-magazine.com/2016/09/20/abu-dhabi-three-
world-record-bids-entered-for-sweihan-solar-project_100026191/

IRENA Global 
Average Price IRENA, Renewable Power Generation Costs in 2017

IEA Global Average 
Price IEA, Renewables 2017
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Direct proposals Rounds
Round I Round 2 Round 3

First Annoucement 5/2011 8/2013 12/2016

Applicants Letters of 
Interests

64 83 45

Solar energy Wind Solar energy Wind Solar energy Wind

Eligible 22 12 47 6 31 14

Applicants: both 
financial and technical 

proposals
12 N/A 24 Project Cxld 16 N/A

Number of signatories 
on power purchase 
agreements (PPAs)

12 7 4 = 2 or 3 (not yet set) N/A

Installed Capacity  
(MW)

200 535 200 - 150 50

Operation second half/2016 End 2020 End 2018 - 2020 (expected) -

Investment Volume 
(Million US$)

580 1171 325 - N/A -

Average Purchase 
Price/Tariff

(Piaster / KW Hr)

10.5* 12
8.36** 4.817 (2015) - 1.768 (2018) -

2013

(*) According to Energy Purchasing Agreement between the Ministry of Energy and Shams Maan Company, comprising 25% of the Installed Capacity 

of Phase I Projects

(**) Averge Wind Energy Purchase Price in 2017

Appendix 4: Direct proposals Rounds
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Appendix (5): Documents related to direct proposals
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