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ACED Program Frequently-Used Acronyms and Abbreviations 

(Not all of the following will appear in every ACED Program document) 

ACED Program Aqaba Community and Economic Development Program (USAID) 
ACT Aqaba Container Terminal 
ADC  Aqaba Development Corporation 
ADS Automated Directive Systems 
AIDAR USAID Acquisition Regulation 
AIIE  Aqaba International Industrial Estate 
APC Aqaba Ports Corporation 
ASEZ  Aqaba Special Economic Zone 
ASEZA  Aqaba Special Economic Zone Authority 
ASYCUDA Automated System for Customs Data 
ATASP  Aqaba Technical Assistance Support Program (USAID) 
AUC Aqaba University College 
AZEM  Aqaba Zone Economic Mobilization Project (USAID) 
BAFO  Best and Final Offer 
BDC Business Development Center 
BDS Business Development Services 
CBO Community-Based Organization 
CEDAW  Convention on the Elimination of All Forms of Discrimination Against 

Women 
CO Contracting/Contracts Officer 
COB Close of Business 
COP  Chief of Party 
CP Cost Proposal 
CRM Customer Relationship Management 
CSO Civil Society Organization 
CSR  Corporate Social Responsibility 
CTO  Cognizant Technical Officer 
D&G Democracy and Governance 
DCA Development Credit Authority 
EG Economic Growth 
EGRA Early Grade Reading Assessment 
EO Economic Opportunities 
EOI Expression of Interest 
EPC Executive Privatization Commission 
ERfKE Education Reform for a Knowledge Economy (USAID) 
EU European Union 
FAR Federal Acquisition Regulation 
FDI Foreign Direct Investment 
FDR Fixed Daily Rate 
FHR Fixed Hourly Rate 
FTA Free Trade Agreement 
FZC Free Zones Corporation 
GDA Global Development Alliance 
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GDP Gross Domestic Product 
GEM  Gender Entrepreneurship Markets  
GIS Geographic Information System 
GOJ   Government of Jordan (the central governing entity of Jordan) 
GPS Global Positioning System 
HR  Human Resources 
ICDL  International Computer Driving License 
ICT Information and Communications Technology 
INJAZ  Economic Opportunities for Jordanian Youth Program 
IPR Intellectual Property Rights 
IQC Indefinite Quantity Contract 
ISP Internet Service Provider 
IT  Information Technology 
JD  Jordanian Dinar 
JIB  Jordan Investment Board 
JNA  Jordan National Agenda 
JNCW  Jordanian National Commission for Women 
JUSBP  Jordan-United States Business Partnership 
KOJ  Kingdom of Jordan (the country within its physical boundaries) 
LCDD  Local Community Development Directorate (ASEZA) 
LECP Local Employee Compensation Plan 
LOE Level of Effort 
LTTA Long-Term Technical Assistance 
M&E Monitoring and Evaluation 
MENA  Middle East and North Africa 
MFI Microfinance Institution 
MIS Management Information System 
MOF  Ministry of Finance 
MOL Ministry of Labor 
MOPIC Ministry of Planning and International Cooperation 
MOTA Ministry of Tourism and Antiquities 
MOU Memorandum of Understanding 
MSME  Micro, Small & Medium Enterprises 
NDA Neighborhood Development Activity 
NDC Neighborhood Development Committee 
NET Neighborhood Enhancement Team 
NICRA Negotiable Indirect Cost Rate 
NGO Non-Governmental Organization 
NTS National Tourism Strategy 
PACE Participatory Action for Community Enhancement 
PMP  Performance Management Plan 
PPP Public Private Partnership 
PR Public Relations 
PSD Private Sector Development 
R&D Research and Development 
QA  Quality Assurance 
QC Quality Control 
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RFP Request for Proposal 
RFQ Request for Quotation 
SABEQ  Sustainable Achievement of Business Expansion and Quality (USAID) 
SIYAHA  The Tourism Project (USAID) 
SME Small and Medium Enterprises 
SOW  Scope of Work 
STTA  Short-Term Technical Assistance 
TA  Technical Assistance 
TBD To Be Determined 
TO Task Order 
TOT Training of Trainers 
TP Technical Proposal 
TRIDE Trilateral Industrial Development 
USAID  United States Agency for International Development 
VTC  Vocational Training Center 
WAEDAT Women’s Access to Entrepreneurial Development and Training 
WEPIA Water Education and Public Information for Action 
WTO World Trade Organization 
WTTP Workforce Technical Transformation Program 
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I. INTRODUCTION 

The Aqaba Special Economic Zone Authority (ASEZA) faces many challenges in serving the 
needs of its community and citizens. Eight years into its existence, one of the most 
significant challenges ASEZA faces is the issue of the generation of revenue and its effective 
management in a growing economic climate. 

To date, ASEZA has funded its success through different sources, including private and 
business investments and expenditures, and various forms of taxes and fees. Moving 
forward, the ASEZA Commissioners are challenged to balance existing sources and uses of 
funds in a way that provides the world-class amenities and services that are expected by 
visitors, investors and residents. Given an environment with limited traditional funding 
sources, ASEZA must enhance its revenues and wisely manage its expenditures. 

USAID’s Aqaba Community and Economic Development (ACED) Program seeks to 
stimulate discussion among ASEZA leadership on the issues and approaches associated with 
addressing the current revenue enhancement strategy. This report is intended to facilitate 
this discussion. The report was prepared for the ACED Program by its consultant, Philip 
Rosenberg, in his April 2008 mission. During this period, ASEZA commissioners and heads 
of directorates were interviewed, prior revenue analyses prepared by USAID projects 
Aqaba Technical Assistance Support Program (ATASP) and Aqaba Zone Economic 
Mobilization Project (AZEM) were studied, and a review of related existing laws, 
regulations, policies, budgets and financial reports was made. The objective was to look at 
revenue enhancement capacity building activities and report on the challenges and 
opportunities associated with revenue enhancement by ASEZA. 

 

II. DEFINING REVENUE ENHANCEMENT AND ITS 
BENEFITS 

Revenue enhancement means that a government is committed to optimizing the revenue 
sources that are legally and administratively available and explore opportunities to diversify its 
revenue where existing revenues are inadequate to meet the demands of change and growth. It 
means a commitment to put in place a wide-ranging series of improvements to its policies, 
procedures, staffing and organizational structure. The intent is to use each one of its 
revenue sources to its fullest potential in accordance with government goals and priorities.  

Adopting an overall program that strives for enhancing revenues has many benefits for 
ASEZA. Revenue enhancement benefits include: 

• Reduces the need to cut programs and service unnecessarily. 
• Improves the potential for offering new or improved service. 
• Balances current and future capital investment needs with revenue availability. 
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• Increases visibility and accountability for the staff who are responsible for revenue 
generation and collection. 

• Develops opportunities to make the overall revenue structure more equitable and 
efficient and less dependent on a just a few revenue sources. 

• Exposes fees that may not be covering the cost of service. 
• Exposes weaknesses in the ASEZA’s financial management procedures or 

organization. 
• Reveals areas of future concern to assist in budgeting and forecasting. 

Implementing an effective revenue enhancement strategy does not operate in a vacuum. 
Revenue enhancement should be part of a larger effort to:  

• Improve operating and capital budget practices,  

• Apply cost analysis, and  

• Enhance the quality of information upon which decisions are made. 

The following sections describe: a) the existing environment within which ASEZA operates; 
and b) opportunities for enhancing revenues. 

 

III. EXISTING ENVIRONMENT 

A.  Current Revenue Base 

ASEZA has a diverse operating revenue base that for the purposes of this report is 
summarized into the following categories: 

• Fees and Licenses 
• Sales and Special (Excise) Taxes 
• Custom Fees 
• Income Tax 
• Land and Building Tax 
• Lease Income 
• Other 

These revenues may be further defined as: 

• Own Source Revenue – locally derived revenue exclusive to, and collected by, 
ASEZA including fees and licenses, lease income, custom fees, and other; and 

• Shared Revenue - revenue shared between ASEZA and the Government of Jordan 
including sales and special (excise) taxes, income tax, and land and building tax. 

ASEZA has had the authority to raise own source revenue since it became operational in 
2001. Each Commission/Directorate is responsible for administering the collection of the 
tax or fee that falls within its jurisdiction. The Finance Directorate is responsible for the 
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accounting of all revenues collected. ASEZA officials report that delinquency and tax/fee 
avoidance are not a problem due to the use of technology, better coordination and 
information sharing among Commissions and with the Government of Jordan, and tougher 
collection practices.  

Will the existing revenue structure be inadequate to support growth and development in 
future years?  At their current levels, these revenue sources are adequate to meet current 
service and capital investment demands. However, if revenues for special (excise) taxes and 
income tax are increased in favor of the Government of Jordan as planned after FY 2008 
from 50% to 75%, (meaning that ASEZA will “retain” only 25% of shared revenues) the 
consequence is that ASEZA may not have the fiscal flexibility to satisfy future service levels or 
meet capital investment demand (see Appendix A for a detailed breakdown of projected 
revenues and expenditures under this scenario). As noted in Charts I and II, ASEZA’s own 
source revenue as a percentage of total operating revenue will increase as a result of its 
expected reductions in “retained” shared revenue. Any reduction of retained shared 
revenue plus any increases in operating and capital costs means that ASEZA will need to 
raise additional funds as the data in Appendix A suggest. A corollary is that an increased 
reliance on recurrent own source revenue will require ASEZA to explore ways to maximize 
revenues. Therefore, ASEZA must consider raising rates for existing fees and/or adding new 
fees.  
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CHART I1 
 

 

                                                             

1 Trend analysis was used to prepare the updated revenue forecast for the scenarios presented on Charts I and II. The lack of demographic, socio-economic and environmental 
data make it impossible to prepare scenarios based on more sophisticated econometric projections. This lack warrants the preparation of sensitivity analysis of ASEZA revenues 
to help justify future revenue policy changes. See Recommendation 1-4. 
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CHART II 
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B.  Current Fiscal Flexibility 

What is the government’s ability to adapt its fiscal structure to changing conditions?  “Fiscal 
flexibility” refers to ASEZA’s ability to provide services at the level and quality that are 
required to accommodate the economic growth, health, safety and welfare of the 
community. Moving away from its reliance on shared revenue and focusing on its own 
revenue raising capacity forces ASEZA to adapt and develop revenue enhancement 
strategies that will foster its fiscal independence and flexibility.  To undertake this, there 
must be an assessment of the revenue base in the context of revenue growth, flexibility, 
elasticity, dependability, diversity and administration in the context of: 

• Operating and Capital Expenditures 
• Internal and External Economic Conditions 
• Community Needs and Resources 
• Intergovernmental and Legal Constraints 
• Natural Disasters, Emergencies and Economic Disruptions 
• Political Culture 

Under ideal conditions, revenues would be growing at a rate equal to or greater than the 
combined effects of inflation and expenditures. They would be sufficiently flexible to allow 
adjustments to changing conditions. They would be balanced between elastic and inelastic 
revenue sources in relation to inflation and the economic base; that is, some would grow 
with inflation and the economic base and others would remain relatively constant. AZEM’s 
prior analysis of ASEZA’s balance between revenues and expenditures suggests, “ASEZA’s 
revenue system is not well designed to ensure fiscal sustainability.” Chart III illustrates this 
trend.  To avoid the deficits that are illustrated in Chart III, ASEZA must not only generate 
sufficient revenues to respond to growth and economic opportunities, it also must generate 
adequate revenues to sustain itself in economic downturns and respond to unforeseen 
events (natural disasters, emergencies, etc.). The key question for Commissioners is: Does 
ASEZA have fiscal flexibility? The data presented in Appendix A suggest that ASEZA’s fiscal 
flexibility will be significantly limited if there is a reduction in shared revenue. 
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CHART III 
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C.  Current Revenue Policy and Administration 

Based on the information provided by responsible financial managers and revenue-
generating programs, there is no coherent approach to: 

• Establishing overall revenue policies, 

• Forecasting revenues, 

• Rate setting, or 

• Costing the services for which fees and service charges are collected. 

 

1. Revenue Policies – There is no statement of overarching revenue policies or 
organizational unit that guides ASEZA’s revenue strategy. Rather, revenue policies are 
the sum of individual laws and regulations that limit the taxes and fees ASEZA can 
institute and their effective rates. Each Commission/Directorate develops its own 
unique approach to managing the revenues for which it is responsible.  

2.  Annual Revenue Forecasting – As part of the annual budget preparation process, 
each Commission/Directorate responsible for administering a particular tax or fee 
prepares its own forecast for the upcoming fiscal year. After preparing the forecast, the 
unit reviews it with the Financial Affairs Directorate (Finance). With few exceptions, 
individual revenue forecasts are based on a combination of factors including: a) taking 
the prior year’s receipts and adding a simple percentage increase; and, b) the 
Commission/Directorate’s understanding of service demand (for example, anticipated 
number of work permits to be issued based on construction activity). Finance assembles 
individual annual forecasts and presents an overall ASEZA revenue plan for the 
upcoming fiscal year. The consolidated projection is based on inputs from 
Commissions/Directorates, as described above, tempered by all individual judgmental 
factors and the need to present a balanced budget. 

During the fiscal year, Finance monitors actual revenue collection against the budget 
plan. For the fiscal year in which data were available, actual revenues collected were 
typically higher than the forecast with minimal variance.  

3.  Long Term Revenue Forecasting - Finance prepares a projection of revenues for 
future years (5 years out) using a judgmental approach. Appendix A contains a table that 
forecast revenues and expenditures for the next five years. USAID-AZEM provided 
ASEZA with a financial simulator model for forecasting future revenues, but Finance 
does not use this model because it believes its foundation is built upon questionable 
assumptions and ignores relevant environmental, demographic and economic variables 
and projections. As noted later in this report, ASEZA should assemble a comprehensive 
and reliable data base upon which to build an econometric forecasting model. To 
illustrate this point, please see the footnote to Appendix A. 
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4.  Rate Setting – The authority to create each rate for a tax or fee is established by 
law (Government of Jordan) or regulation (ASEZA with parliament approval). 
Depending on the specific activity or service, “pricing” appears to be based on a variety 
of factors (Government of Jordan sets the rate, affordability, promoting a positive 
business climate, what does Amman charge? etc.). Fees reflect a flat rate pricing strategy 
where all beneficiaries a charged a uniform amount although some consideration is being 
given to initiating incremental pricing for trash collection. While fee-based revenue has 
increased since 2001, individual rates have not increased since they were first set.  
ASEZA and the Government resist increasing rates or adding new fees. While there is 
some thought to increasing service charges (for example, 15 JD for a work permit), 
these fees have minimal impact on the overall revenue base. 

5.  Cost of Service – Does the fee cover ASEZA’s full cost of service?  It is impossible 
to answer this question. ASEZA does not perform either cost accounting or cost finding 
that will allow it to identify its cost of service and use cost data as one variable in setting 
the fee for the goods and services it provides. To the extent that the price of a service 
is less than the cost of the service, ASEZA is subsidizing that activity.  

 

D. Current Budgeting 

Governments allocate scarce resources to programs and services through the budget 
process. As a result, it is one of the most important activities undertaken by governments. 
As the focal point for important resource decisions, the budget process is a powerful tool. 
The quality of decisions resulting from the budget process and the level of their acceptance 
depends on the characteristics of the budget process that is used. 

In its simplest form, budgeting is a revenue and expenditure forecast for the upcoming fiscal 
year. Beyond this, the quality of decisions resulting from the budget process and the level of 
their acceptance depends on the characteristics of the budget process that is used. 
International best practice identifies four key elements of an effective budget: 

• A policy guide - a clear articulation of the goals, objectives, and strategies that guide 
the budget; 

• A financial plan - identifies revenues and expenditures and the assumptions and 
trends upon which these financial projections are made.  Charts and tables present 
financial data in a clear, concise and easy to comprehend manner. 

• An operations guide - blueprint that governs the amount of service provided and 
how that service is provided. The budget provides approved expectation levels in 
the form of objectives and performance measures, targets and timetables for 
projects. 

• A communications tool - a concise way for a local government’s decision makers 
to communicate changes in the priorities, rationale for decisions made, and a 
changed vision for the future. 
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Findings: 

1.  Operating Budget Practices - Does ASEZA practice good budget making?   Not 
fully.  Currently, the ASEZA operating budget is more an accounting document than a 
policy statement, operations guide and communications tool. It identifies revenues and 
expenditures by object of revenue and expenditure.  The operating budget is calculated 
by simply adjusting the previous year’s budget for inflation and balancing it against 
estimated revenues. 

Cost-of-service is at the heart of any sustainable revenue enhancement strategy. 
ASEZA’s present form of budgeting, however, does not readily allow for the 
identification of service cost. A move to a program-based budget structure, together 
with the use of appropriate costing techniques, would greatly assist in this end.  As such, 
by maintaining a line item budget process and format, ASEZA does not fully respect the 
budget process improvements that were recommended by AZEM in 2006. 

Beyond improving the allocation of resources and diversifying the revenue base, there 
are a variety of other arguments that support the use of charges and fees. These are 
listed below. 

• Encourages efficient use of resources - pricing provides limited resources to 
those willing to pay for them. Those who utilize or benefit from a given service or 
capital asset should pay for the related service delivery, capital development and 
maintenance costs. Although there are services and capital assets that benefit the 
entire community such as air pollution control, certain facilities (water, sewer, 
sanitation, etc.) benefit specific users or groups of users. 

• Provides service levels based on adequate knowledge of need and demand - 
The willingness of the public to pay for a service is a good indication of their 
demand for the service.  By pricing goods and services, the local government is 
demonstrating the need to diversify its revenue base, and provide those services 
supported by the community, as exhibited by the public’s willingness to pay for 
them. 

• Brings management orientation to municipal operations - fiscal constraints 
and market economy operation may spur a number of management improvements 
such as: productivity, time management, better organization and control, and a 
resource allocation plan for personnel, equipment and resources. 

• Limits waste and over consumption - Setting a fee or charge can lessen 
inefficient or wasted use of public services and facilities. Fees and charges have a 
rationing effect on user consumption.  

• Enhances investment in ongoing maintenance and repair of public facilities - 
The establishment of a charge can improve the level of capital facility maintenance 
for two primary reasons: (1) it provides an ongoing level of revenue that may be 
dedicated to maintaining the facility for which it is collected; and (2) the 
establishment of charge based on capital provision creates a consumer 
environment wherein the user may no longer make use of poorly maintained 
facilities.  
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• Establishes better understanding of the financial limitations of the local 
government - Pricing public goods and services is a strong signal to the public that 
there are financial limits to what government can provide. 

2.  Capital Planning and Budgeting - While the budget identifies proposed capital 
expenditures for the fiscal year, there is no long-term capital improvements plan. Such a 
plan identifies capital projects and categorizes these by magnitude of priority. 
International best practices recommends governments use a multiyear (usually five to 
six-year) planning instrument to identify needed capital projects and to coordinate the 
financing and timing of improvements in a way that maximizes the benefits to the 
community. 

3.  Database – Good budgeting requires timely and accurate data about both the 
present and the future. There does not appear to be a central database upon which to 
evaluate community conditions, and analyze future needs and revenue necessary to 
meet those needs. Data collection and maintenance should focus on: socio-economic 
and financial factors; demographic trends; social and cultural trends; physical (e.g., 
community development) and environmental factors; intergovernmental issues; and 
technological change. (Sample indicators of these variables are presented in Exhibit II at 
the end of Section IV.) 

 

IV. RECOMMENDATIONS FOR CHANGE 

It is important for ASEZA to review its efforts to increase its level of financial self-sufficiency 
by accelerating the growth of its own source revenue. This requires viewing revenue 
enhancement in the broader context of strengthening the craft of budgeting and 
programming, implementing lower cost methods of service delivery, and long term financial 
planning to ensure adequate funds are available for future operation, maintenance and 
expansion of capital infrastructure. This includes budget organization, preparation, 
developing a data base that includes financial and non financial data upon which to support 
budget planning and decision making, preparing a long term capital improvements plan and 
program, implementing a program of cost finding and seeking opportunities to diversify the 
revenue base. 

Presented below are ten recommendations for change presented under three broad 
categories: a) revenue enhancement; b) budget preparation and management; and c) 
database development, in priority order. 
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A. Develop A Revenue Enhancement Strategy and Policies 

Recommendation 1:  Develop a coherent Revenue Enhancement Strategy 
supported by policies that encourage both revenue growth and diversity.  

All revenue sources have particular characteristics in terms of stability, growth, sensitivity to 
inflation or business cycle effects, and impact on tax and ratepayers. A diversity of revenue 
sources can improve ASEZA’s ability to handle fluctuations in revenues and potentially help 
to better distribute the cost of providing services. Adequate and buoyant local revenues are 
critical to ensuring the viability and sustainability of ASEZA and the quality of services it 
provides. Where ASEZA is limited by statute or regulation as to the types of revenues it 
may raise, it should consider options to enhance flexibility within the constraints of available 
revenue sources. 

The strategy should identify approaches that will be used to improve revenue diversification. 
An analysis of particular revenue sources is often undertaken in implementing the policy. 
This analysis should address the sensitivity of revenues to changes in rates, the fairness of 
the tax or fee, administrative aspects of the revenue source, and other relevant issues. 

ASEZA is reluctant to increase rates for existing taxes and fees and even more reluctant to 
consider new taxes and fees. The reasons for this reluctance include: a perception that the 
existing revenue base is adequate: the Government of Jordan will not approve any request 
to give ASEZA additional revenue raising authority; it will not promote a positive 
investment or business climate; citizens can ill afford to pay more for ASEZA services; and, 
politics. In spite of this reluctance, the Zone faces potential fiscal constraints if there is a 
50% decrease in shared revenue, effective in FY 2009.  

 
Recommendation 2:  Examine carefully each of its service areas and decide for 
which services, for what purposes, and according to what criteria, certain 
revenues can be increased and new revenues established.  
 
Considerations include: 
 

• The tax or fee must be equitable and legal. 

• The tax or fee must be understandable to the payer and the collector. 

• The tax or fee must be affordable. Pricing must reflect the individual user’s ability to 
pay.  Flat rate charges are regressive in the sense that that they represent a larger 
share of income for the poor than the rich.  Develop differential pricing mechanisms 
designed to reflect these considerations (see discussion of pricing in 
recommendation 4). The ability-to-pay principle calls for distribution of the tax 
burden in line with horizontal and vertical equity. To obtain horizontal equity, 
citizens/businesses with equal ability-to-pay should contribute equally. To secure 
vertical equity, citizens/businesses with unequal capacity should contribute 
correspondingly different amounts. 
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• The tax or fee must generate additional revenue.  

• The revenue program should be easy to administer (e.g., collectible). 

Before one can recommend the advisability of raising rates on individual revenue sectors, or 
adding new revenue sources ASEZA future Revenue Enhancement Strategy should 
incorporate the following good government principles. 
 

1. Principle of Usage - When setting fees, two principles, of inherent inner 
contradiction, have to be taken into consideration. The first one is that fees are to 
be paid in line with the services rendered. This is the principle of usage.  Fees 
established on the principle of usage reflect a horizontal fairness, as the fees apply to 
all consumers. This method spreads the costs of the service evenly among the 
consumers. 

2. Principle of Financial Means - The principle of financial means takes the 
different incomes of social groups into account (vertical fairness) in the course of 
setting the fees. Application of this principle is based on the harmonization of 
economic and social considerations. Hence, the objective is that the social support 
system should operate in relation to the pricing system developed on economic 
principles. 

3. Principle of Cost of Service - The cost recovery ratio is the amount of revenue 
compared to the cost of providing a service. A service is said to be self-financing if 
revenues equal or exceed the costs. If a service is not self-financing, then ASEZA 
must make up the difference, that is, provide a subsidy. If the full cost of a good or 
service is not recovered, then an explanation of ASEZA's rationale for this deviation 
should be provided. 

Service costs may be subcategorized as direct costs, indirect costs and capital costs. 

• Direct Costs - all direct costs readily attributable to the activity. 

• Indirect Costs - those costs not readily identifiable with an activity but are used to 
manage that activity (e.g., Finance and ASEZA-wide administrative costs allocable to 
the activity).  These costs are commonly referred to as overhead costs. 

• Capital Costs - buildings, major equipment, etc. that are attributable to the activity. 
Depreciation or a use charge is used to allocate that portion of the capital assets 
attributable to the activity. 

There are other elements relegated to the cost analysis including: 

• Fixed costs - those costs that remain constant regardless of changes in the level of 
activity. Once the cost is incurred, the increases or decreases in the level of activity 
will not affect the total cost of the activity. 

• Variable costs - those costs that change directly to changes in activity. For example, 
in trash collection, the cost for personnel on the truck, fuel consumed, truck 
maintenance and repair, etc. will vary by the amount of customers served and 
amount of garbage collected, as well as the distance traveled to complete the route. 
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ASEZA can benefit from understanding and applying these “best practice” cost principles to 
its analysis and decision making processes.  Its revenue enhancement strategy and policy 
should state whether ASEZA intends to recover the full cost of providing goods and 
services. It also should set forth under what circumstances ASEZA sets a charge or fee at 
equal to, or less than, 100 percent of full cost. 

Recommendation 3:  Develop a Methodology for Evaluating the Usefulness of 
Raising Existing Taxes and Fees vs. Adding New Taxes and Fees. 

Clearly, selecting the right mix of revenues to pay for services and capital investments is a 
complex issue. To guide ASEZA through this process, it is suggested that the 
Commissioners develop criteria to evaluate each existing and proposed revenue source.  
Exhibit I presents a matrix format for this evaluation wherein each revenue is rated - 
positively or negatively - according to local criteria. 

 

EXHIBIT I 

A MATRIX FOR TAX & FEE EVALUATION 
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Recommendation 4:  Develop Analyses to Help Evaluate the Sensitivity of 
Pricing. 

There are several variables to consider when pricing services. For example, should fees be 
flat (e.g., charge everyone the same?) or variable (the fee reflects a number of factors 
related to providing the service to each user).  Presented below are various pricing 
strategies that merit ASEZA consideration. 

• Flat or Average Rate Pricing - This pricing strategy charges all users a uniform 
amount. It is the simplest rate structure to establish, and may pose the least 
citizen/business resistance. To develop a flat rate, simply divide the cost by the 
number of users to develop a per unit cost.  However, this type of rate does 
nothing to support issues of equity and efficiency. 
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• Incremental Pricing - This pricing strategy is based on the level of service 
provided to the individual customer. This fee is based on such variables as 
frequency and volume or level of effort. For example, fees related to the use of 
public property may very by the type of property to be used (e.g., street vs. 
park) the planned activity, and the cost to the Zone to oversee the use of the 
property. 

• Measured Service - A variation of incremental pricing, measured service 
provides a means of determining the amount of service rendered either through 
metering or some other method for accurately gauging how much of a service is 
being consumed. 

Some considerations that might influence pricing practices are the need to regulate demand, 
the desire to subsidize a certain activity to meet social objectives, creating a positive 
business climate, administrative concerns such as the cost of collection, and the promotion 
of other goals. 

These considerations include: 

• Cost Oriented - Prices are generated to recover full or partial costs or 
revenues in excess of cost.  

• Competition Oriented - Prices are influenced in part by what the user would 
have to pay to obtain that service from an alternative available source. 

• Demand Oriented - Prices vary in relation to the number of persons who want 
the service in particular ways, during particular times, at particular locations. 

• Convenience Oriented - Prices vary to reflect the value of the convenience of 
the service or the manner in which the service is paid. 

• Society Oriented - Prices are adjusted to reflect societal objectives (lower 
prices for the poor, higher prices to discourage certain types of activities such as 
over-consumption of limited resources). 

Appendix B presents an example of a pricing strategy that incorporates the pricing concepts 
described above. 

 

B. Strengthen Budget Formulation and Management 

To strengthen its budget formulation and management, ASEZA should take the following 
steps. 

Recommendation 5:  Implement the “Budget Formulation Process”. 

ASEZA should move quickly towards implementing a program budget approach as 
articulated in “Proposed Improvements to ASEZA’s Budget Formulation Process” prepared 
by AZEM in November 2006 and develop and use a database (see C, Develop a Database) as 
one input to more informed budgetary decisions.    

A good budget process is far more than the preparation of a legal document that 
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appropriates funds for a series of line items. Several essential features characterize a good 
budget process: 

• Incorporates a long-term perspective, 
• Establishes linkages to broad organizational goals, 
• Focuses budget decisions on results and outcomes, 
• Analyzes the cost of fee based services and revenue derived from these services, 
• Involves and promotes effective communication with stakeholders, and 
• Provide incentives to government management and employees. 

These key characteristics of good budgeting make clear that the budget process is not 
simply an exercise in balancing revenues and expenditures one year at a time, but is 
strategic in nature, encompassing a multi-year financial and operating plan that allocates 
resources on the basis of identified goals. A good budget process moves beyond the 
traditional concept of line item expenditure control by providing incentives and flexibility to 
managers that can lead to revenue enhancement and improved program efficiency and 
effectiveness. In a period of fiscal uncertainty, more efficient programming, planning, and 
budgeting is required. 

Recommendation 6:  Reorganize Budget-Making Administration. 

ASEZA should create an organizational unit responsible for harmonizing budget policy with 
revenue enhancement and policy, data compilation and analysis, and monitoring, measuring, 
and evaluating performance. This enlarges the budget function from the role of coordinator 
of the budget process - keeping the process on schedule, designing standard forms, verifying 
the accuracy and completeness of budget requests, balancing revenues and expenditures, 
and monitoring budgetary expenditures - to taking on activities that are closely related to 
budgeting, such as capital planning, program evaluation, and revenue enhancement analysis. 
Responsibilities can include: analyzing ASEZA’s financial health; econometric modeling; 
applying analytical techniques, such as cost-benefit analysis and cost finding; developing 
performance measures and analyzing performance data; and evaluating program work 
methods, efficiency and effectiveness. 

Recommendation 7:  Apply Cost Finding Techniques. 

The full cost of providing a service should be calculated in order to provide a basis for 
setting future fees. Full cost incorporates direct and indirect costs, including operations and 
maintenance, overhead, and charges for the use of capital facilities. Review all current fee 
supported activities, train staff on cost finding techniques, cost out the service, determine 
cost of service and determine if full cost pricing is consistent with ASEZA’s revenue raising 
policies. Once implemented, there should be ongoing monitoring of the costs of delivering 
fee-based services particularly where additional capital and infrastructure investments are 
made in fee-based services. 

Recommendation 8:  Develop a Capital Improvements Planning Program. 

Capital projects are expensive to acquire and maintain, and are a major component of 
ASEZA’s investment and operating cost structure. This makes the linkage between current 
and future revenue availability and current and future capital needs a vital one. Capital 
improvements planning (CIP) links the two. It identifies capital needs to be funded over a 
multiyear period. It identifies each proposed project, the year the project will start, and the 
proposed method of financing and maintaining the capital asset. As such, it links revenue 
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planning with investment planning by coordinating physical and financial planning. ASEZA’s 
financial resources for capital projects will be limited and therefore must be considered and 
allocated in a systematic manner. ASEZA should initiate the formulation of a CIP to plan for, 
and program, future capital needs to ensure financial stability by helping control taxes and 
fees, and maximizing alternative financing options. 

 

C.  Develop a Database  

To support budget planning and decision making, such as preparing a long term capital plan 
and program, implementing a program of cost analysis, and seeking opportunities to 
diversify the revenue base, ASEZA should develop a database which will allow effective 
measurement and evaluation techniques.  

Recommendation 9:  Develop a Database of Relevant Statistics.   

AZEZA should develop a financial, demographic, socio-economic and environmental 
database to enhance the use of econometric modeling in its long-term financial forecasts and 
evaluate its fiscal condition. Evaluating ASEZA’s fiscal condition means sorting through a 
variety of financial, demographic, socio-economic and environmental data (e.g., data on the 
Jordanian economy, local economy, population level and composition, local business climate, 
character of local finances, changes in the local population) and identifying both positive and 
negative trends. Fiscal condition refers to both cash solvency (the municipality can pay its 
bills) and budgetary solvency (the governmental body generates enough revenues to meet its 
expenditures and not incur deficits).  Once this database has been assembled, its 
information can be used to prepare better tools for analysis of revenue and spending 
administration, as follows.  

Recommendation 10:  Incorporate “Measurement and Evaluation” Techniques 
into budget-making.    

Worldwide “best practice” financial management has developed the understanding that 
results can be more clearly expressed in numerical terms, commonly expressed as 
“indicators.”  Numerical indicators represent a way to quantify changes and trends within 
the governmental body. In developed policy-oriented governmental units, a budget analyst 
pulls together information from a government’s budgetary and financial reports, combines it 
with economic and demographic data, and creates a series of indicators that, when plotted 
over time, can be used to monitor changes in financial condition and alert officials to future 
problems. Once assembled, these data can be re-calibrated with the now unused USAID-
AZEM model thus forming a more complete database. 

Exhibit II presents a sample list of indicators of relevance to ASEZA. 
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EXHIBIT II 

SAMPLE ASEZA FINANCIAL INDICATORS  
 

Name of the Indicator Formula 

Revenues Per Capita Net Operating Revenues Adjusted for Inflation 

Population 

Restricted Revenues  Restricted Operating Revenues 

Operating Revenues 

Central Transfers  Central Operating Transfers 

Gross Operating Revenues 

Flexible Tax Revenues (revenues 

controlled by the ASEZA) 

Flexible Operating Revenues 

Operating Revenues 

One-Time Revenues One-Time Operating Revenues 

Operating Revenues 

User Fees for Services  User Fee Revenues 

Expenditures for Related Services 

Income Deficit Income Deficit 

Operating Revenues 

Expenditures Per Capita Operating Expenditures Adjusted for Inflation 

Population 

Employees Per Capita Number of Employees 

Population 

Regular Expenditures  Regular Expenditures 

Operating Expenditures 

Benefits Expenditures for Benefits 

Wages and Salaries 

Operating Balance Operating Deficit 

Operating Revenues 

Reserves Share of Reserves Not Earmarked 

Operating Revenues 

Current Liabilities  Current Liabilities 

Operating Revenues 
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V. SUGGESTIONS FOR HOW TO USE THIS REPORT 

This report is intended to help ASEZA Commissions/Directorates discuss issues related to 
enhancing the Zone’s revenue capacity. Its purpose is to facilitate discussion by small groups, 
facilitate consensus, and develop a revenue enhancement solution for ASEZA’s 
policymakers.  Recommendations contained in this report focus on: 

• Revenue Enhancement 

• Budgeting and Organization of the Budget Process 

• Financial Forecasting 

• Cost Analysis 

• Fiscal Condition Analysis 

• Capital Improvements Planning and Programming 

Discussion can focus on ASEZA’s current policies and practices relative to these topics and 
the reforms necessary to strengthen its policies, procedures and practices. Once there is a 
consensus among the participants, ASEZA’s directorates should develop an action plan 
identifying:  

• Areas for change and the methodologies for bringing change about;  

• Implementing organization(s) and their detailed work plans; 

• Expected outcome(s); 

• Implementation strategy; 

• Anticipated completion date; and 

• Any potential obstacles. 

Supporting any action plan should be a training component that provides ASEZA’s 
implementing Commissions/Directorates with personnel resources possessing knowledge 
on the concepts, practices and skills required to bring about change in the recommended 
topical areas. The ACED Program Municipal Finance Expert has presented training materials 
on budgeting, fiscal condition analysis and cost analysis to the Finance Directorate staff for 
review and consideration.  The ACED Program intends to work with Finance staff to 
further the understanding of these materials and help guide their implementation by 
selecting targets of opportunity for reform.  
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APPENDIX A2 : Total Projected Revenues and Expenditure 2008-2013 

 

 
 

 

 

 

 

 

 

 

 

 

 

                                                             

2 Trend analysis was used to prepare the updated revenue and expenditure forecast for the scenario presented in Appendix A. The lack of demographic, socio-economic and environmental data 
make it impossible to prepare scenarios based on more sophisticated econometric projections. This lack warrants the preparation of sensitivity analysis of ASEZA revenues and expenditures to 
help justify future revenue policy changes. 



Aqaba Community and Economic Development (ACED) Program – 
ASEZA Revenue Enhancement Report  

 

22 

Appendix B: Sample Pricing of Garbage Collection 
 
 MULTI-FAMILY SINGLE-FAMILY COMMERCIAL INDUSTRIAL OTHER 

A.  # of customers 20,000 5,000 4,000 500 100 
B. Average collection time per pickup (minutes) 1 1.5 .5 1 2 
C. Collections per week 2 2 2 3 5 
D. Total collection time (B x C) 2 3 1 3 10 
E. Total collection time per week -  all customers (A x 
D) 40,000 15,000 4,000 1,500 1,000 

F. % of total collection time (E as a % of 61,500) 65% 24% 7% 2% 2% 
G. Allocation of collection costs (total annual costs of FT 
800,000 x F) JD 520,000 JD 192,000 JD 56,000 JD 16,000 JD 16,000 

H. Annual collection costs per customer (G/A) JD 26 JD 38 JD 14 JD 32 JD 160 
I. Estimated average kilos per customer per week .025 .025 .025 1 4 
J. Total kilos per week (A x I) 500 125 100 500 400 
K. % of total kilos (J as a % of 1,625) 31% 7% 6% 31% 25% 
L. Allocation of hauling & disposal costs (total annual 
costs of JD 500,000 x K) JD 155,000 JD 35,000 JD 30,000 JD 155,000 JD 125,000 

M. Annual hauling & disposal costs per customer (L/A) JD 8 JD 7 JD 8 JD 310 JD 1,250 
N. Fixed administrative costs per customer (JD 200,000 / 
total customers in A of 29,600) JD 7 JD 7 JD 7 JD 7 JD 7 

O. Annual estimated sanitation fee (H+M + N) JD 41 JD 52 JD 29 JD 349 JD 1,417 

 




