
Page 1 of 7

Pu
bl

ic
 D

is
cl

os
ur

e 
C

op
y

Pu
bl

ic
 D

is
cl

os
ur

e 
C

op
y

PROJECT INFORMATION DOCUMENT (PID) 
CONCEPT STAGE

Report No.: PIDC1241

Project Name Algeria Energy Efficiency Project (P145298)
Region MIDDLE EAST AND NORTH AFRICA
Country Algeria
Sector(s) Energy efficiency in Heat and Power (80%), General industry and trade 

sector (20%)
Theme(s) Climate change (70%), Other Private Sector Development (30%)
Lending Instrument Technical Assistance Loan
Project ID P145298
GEF Focal Area Climate change
Borrower(s) Ministry of Energy
Implementing Agency National Agency for the Promotion of Energy Efficiency (APRUE)
Environmental 
Category

C-Not Required

Date PID Prepared/
Updated

12-Mar-2014

Date PID Approved/
Disclosed

12-Mar-2014

Estimated Date of 
Appraisal Completion 26-Nov-2014

Estimated Date of 
Board Approval

27-Feb-2015

Concept Review 
Decision

Track II - The review did authorize the preparation to continue

I. Introduction and Context
Country Context
Regional overview:  
 
The four Maghreb countries – Algeria, Libya, Morocco, and Tunisia – face common challenges 
related to the rapid increase in energy demand due to demographic changes and increasing 
urbanization. This is despite their widely varying energy profiles, particularly regarding the type of 
energy used, the level of energy consumption, and the availability of hydrocarbon resources. 
 
The Maghreb has experienced a rapid increase in peak electricity demand in recent years, which 
exceeded 8 percent in 2012 (11 percent in Tunisia, 14 percent in Algeria, 8 percent in Morocco, and 
8 percent in Libya). To address this growing demand more than 3,000 MW of power generation 
capacity has been added since 2010. It is estimated that the Maghreb will need to double installed 
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power generation capacity by 2020 in order to keep pace with demand.   
 
As part of the efforts to curb this demand, the four countries have taken steps to promote and scale 
up energy efficiency measures, which are commonly “no regret” measures and thus significantly 
cheaper than adding power plant to meet increasing demand. However, even though regulatory and 
institutional frameworks have evolved considerably in the past years, implementation on the ground 
is still lacking and a more comprehensive approach covering all sectors is required. Moreover, 
common policies and measures at the regional level are missing.  
 
One of the reasons for higher growth of electricity consumption is arguably the presence of energy 
subsidies in the Maghreb. The Middle East and North Africa (MENA) region has among the highest 
energy subsidies in the world, with the average subsidy level close to 10 percent of GDP between 
2007 and 2009. Implementing energy efficiency measures reduces the need for energy subsidies by 
governments, and thereby alleviates government budgets. But energy subsidies present a particular 
challenge to efficiency measures as end-user prices do not naturally provide consumers with 
sufficient incentives to choose energy efficient equipment. Any measures therefore have to be 
carefully designed to take account of the presence of subsidies in order to be effective. 
 
Country Context (Algeria): 
 
Among the four countries, Algeria has experienced the highest increase in overall electricity 
demand in recent years as it grew on average 7 percent annually between 2006 and 2012. Given that 
the growth rate for electricity significantly outpaces the growth rate of GDP, which has been 
between 2.4 percent and 3.6 percent since 2008, Algeria’s energy intensity is also growing. 
Similarly, peak demand has been increasing significantly since 2006, with an average growth rate of 
8 percent per year and reaching 13.6 percent in 2012. Since 2006, Algeria’s annual peak demand 
has shifted from a winter peak demand for lighting to a summer peak due to the demand for air 
conditioning.  
 
As a result of the increasing peak demand, Algeria faces power shortages. According to Algeria’s 
power utility SONELGAZ (Société Nationale de l'Electricité et du Gaz), the Government agreed to 
call for an urgent plan to install additional capacity of 8,400 MW by constructing six gas-fired 
power plants by 2017 in order to offset these shortages at an approximate cost of between US$6-7 
billion.

Sectoral and Institutional Context
Regional context:  
 
The energy sector in the Maghreb is heavily dependent on fossil fuels and suffers from low 
efficiency in key end-use sectors, such as the industrial, transport and residential sectors. In 2012, 
the building sector (both residential and commercial) accounted for 33 percent of total electricity 
use in the four Maghreb countries, only slightly less than the industrial sector at 37 percent. Energy 
consumption in the building sector has grown on average by 6 percent annually in past few years, 
mainly due to the exponential increase in the use of household appliances and air conditioners. This 
has led to power outages during the summer months in Tunisia, Libya and Algeria.  
 
An assessment of energy efficiency potential in the South East Mediterranean countries conducted 
by Plan bleu in 2011 indicated that significant energy savings (13-18 percent of final energy 
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consumption) could be achieved if efficient air conditioners were to be introduced. Even though the 
penetration of air conditioners in the Maghreb is still quite low, ranging from about 5 percent of 
households in Morocco to about 14 percent in Tunisia, approximately 2 million air conditioners are 
added to households throughout the region every year. To respond to the peak demand they create 
approximately 1.5 to 2 GW of power plant have to be built corresponding to a cost of between US
$1.2 to 1.6 billion for the Maghreb countries annually. If efficient air conditioners were installed 
instead, the need of additional peak power plant could be significantly reduced.   
 
Ensuring that new air conditioners have a high efficiency rating and use refrigerants with lower 
global warming potential (GWP) is a low-cost measure – especially when compared to the addition 
of power plant – that is often considered a “no-regrets” option to control the increase of electricity 
peak demand. However, it requires a well-defined regulatory framework be put in place and 
complied with, which covers standard setting and verification, financial intermediation, and public 
awareness-raising, in order to provide the appropriate incentives to consumers to buy more efficient 
air conditioning units. 
 
But the market for air conditioners is not well regulated in the Maghreb. Only Algeria and Tunisia 
have standards in place, with only the Tunisian standards being applied. But even in Tunisia the 
application of standards is lacking due to the lack of control of labeling standards. Much of the less-
efficient equipment traded throughout the region originates in the Algerian air conditioner market, 
which does most of the local assembly, and then makes its way illegally across porous borders. 
Targeting this market first before developing projects in the other countries should go a long way 
towards preventing future problems with leakage.  
 
Maghreb countries have already established a good working relationship on energy efficiency 
through their membership in the Comité Maghrébin de l’Electricité (COMELEC), and the Regional 
Center for Renewable Energy and Energy Efficiency (RCREEE), which are independent 
organizations that have conducted comprehensive analytical work on energy efficiency in the 
Maghreb, and published national and regional reports on the matter. Building on this existing 
cooperation, COMELEC along with RCREEE can help bring together key stakeholders to jointly 
identify areas of actions that would help accelerate the implementation of harmonized regulations 
on energy efficiency.  
 
The proposed energy efficiency program for the Maghreb countries is designed as part of a “Series 
of Projects” (SOP) program with an expected overall envelope of about US$200 million. The first 
project in the series is the “Algeria Energy Efficiency Project”. The program is based on a scoping 
study to identify projects in the Maghreb which could benefit from joint implementation (e.g. a 
regional testing facility, setting of standards, enforcement, etc.) and targeted national programs. It is 
then to be executed through projects in all four Maghreb countries over a 4 to 5 year horizon across 
countries as a horizontal SOP.  
 
Country context (Algeria): 
 
Algeria’s electricity system does not meet current demand. In recent years, Algeria has experienced 
frequent power outages, due to peak demand outstripping the existing installed electric capacity. 
The peak demand has been increasing strongly since 2006, growing by an average of 8 percent per 
year and reaching 13.6 percent in 2012.  
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Meeting increasing demand is costly for Algeria. The country has installed an additional 5.5GW of 
power plant between 2006 and 2012 at an approximate cost of US$4.4 billion in order to address the 
demand increase. Out of this, 3.8GW at an approximate cost of US$3 billion were installed to 
overcome the increase in peak load. The cost of additional installed capacity could have been 
drastically reduced through demand-side measures.  
 
Increasing residential consumption is a major part of the peak-demand problem. A study conducted 
by Plan bleu and RCREEE (2011) showed that, over the period of 2000 to 2009, energy 
consumption in the residential sector rose at a total rate of 69 percent. This increase is mainly due to 
the increased use of household appliances and air conditioners. In 2007, the Algerian energy 
efficiency agency APRUE conducted a survey concluding that about 600,000 air conditioner units 
are sold annually, constituting a US$237 million market with a 30 percent average annual growth 
rate. Energy efficiency measures in the residential sector may be effective in countering the trend. 
Based on the level of efficiency of appliances sold in today’s market, energy efficiency measures 
could reduce peak load by 20-30 percent. This in turn would lead to reductions in (i) required 
additions of power plant capacity, (ii) fuel consumption, and (iii) greenhouse gas emissions. 
 
The legislative framework in Algeria covers some aspects of regulation and implementation of 
energy efficiency policies, and in 2011, the Government of Algeria approved a comprehensive 
national program for renewable energy and energy efficiency with a 2030 time horizon. Under the 
heading of the Montreal Protocol another GEF-sponsored initiative is underway to help introduce 
refrigerants with lower global warming potential (GWP) in air conditioners in Algeria.  
 
Despite the potential for reducing energy use in the residential sector and the impressive legislative 
work undertaken by the Government thus far not much progress has been made on achieving greater 
efficiency levels. The fundamental problem in Algeria is that there is a lack of continuity between 
Government policies and implementation. While laws and regulations are often state-of-the-art, they 
are rarely implemented on the ground. The main reason for this is that stakeholders – especially the 
private sector actors and consumers – are not consulted to ensure that the regulatory framework 
responds to their needs. Also, while decrees are being issued, the actual mechanics of putting the 
decrees into effect are not agreed beforehand. For example, Algeria’s feed-in law in place since 
2005 has not led to a single renewable energy project. 
  
More specifically, the challenges to implementing energy efficiency measures are as follows: (i) no 
mechanism has been put in place to control, verify and enforce the implementation of energy 
efficiency regulation; and (ii) standards are based on proven models from outside of Algeria without 
adaptation to the specificities of Algeria, especially the local end-user appliance markets and 
technologies. Indeed, a greater involvement and consultation of the private sector and consumers is 
necessary to ensure that the regulatory framework effectively works to achieve the intended goal.

Relationship to CAS
The proposed Maghreb energy efficiency program is fully in line with the 2011 updated regional 
strategy for the Middle East and North Africa Region (MENA), which under its third pillar supports 
the mitigation of climate change. The regional strategy supports sub-regional programs such as the 
one proposed. The Algeria energy efficiency project is fully in line with Algeria’s 2011 Country 
Partnership Strategy (CPS). It falls in the area of intervention II “Promoting sustainable 
development and reducing spatial disparities,” since it will help to address the rapid growth in 
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electricity consumption through energy efficiency improvements while contributing to the 
mitigation of greenhouse gas emission.

II. Proposed Development Objective(s)
Proposed Global Environmental Objective(s) (From PCN)
The project development objective (PDO) of the Maghreb Energy Efficiency program is to 
introduce policies and measures to enhance energy efficiency in the Maghreb with the aim of 
reducing the growth of electricity demand and curbing greenhouse gas emissions. 
 
The PDO of the Algeria Energy Efficiency project is to strengthen verification capacity that 
promotes the use of energy efficient air conditioning units in Algeria, and to demonstrate the 
benefits of using more efficient air conditioner units to Algerian stakeholders. 
 
The global objective of both the program and the project is to contribute to the reduction of global 
greenhouse gas emissions.

Key Results (From PCN)
Progress made under the proposed project will be monitored according to the following key project 
performance indicators: 
• Quantified energy savings from the use of efficient air conditioners (kWh); 
• Quantified CO2 reductions (thousand tons); and 
• Enhanced policy and compliance mechanisms for energy efficiency developed and applied 
(e.g. application of performance standards and labeling schemes, testing laboratory in place, etc.).

III. Preliminary Description
Concept Description
The project targets small household-use air conditioners such as window units, which represent the 
bulk of the air conditioning market in Algeria. It targets the analysis of barriers to the adoption of 
efficient technologies and techniques. Various mechanisms and tools will be tested with the aim of 
helping overcome these barriers such as incentive mechanisms, verification mechanisms for 
technical standards, capacity building & awareness raising, and coordination mechanisms for 
stakeholders (including the private sector and manufacturers). Based on preliminary analysis, the 
project could be expected to avoid a cumulative total of greenhouse gases in the order of 5 MtCO2e. 
 
This project is designed to comply with the Montreal Protocol. To this end, it will be aligned with 
Algeria’s hydrochlorofluorocarbon (HCFC) Phase Out Management Plan that targets manufacturing 
and servicing and was approved by the Multilateral Fund of the Montreal Protocol in April 2012. 
While the proposed project will not directly address refrigerants, in promoting more energy efficient 
equipment the project will also promote the use of the lowest GWP refrigerant commercially 
available and technically appropriate, including zero-GWP options where feasible. The market 
study will determine the best way of doing this in the Algerian context. The project is based on three 
complementary sub-components: 
 
Component 1: Piloting Energy Efficiency Incentives 
 
Providing incentives to encourage energy efficiency in the air conditioning sector is critical because 
behavior needs to be shifted away from production and consumption of low-cost inefficient 
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appliances to higher performing appliances and to those with lower greenhouse gas global warming 
potential (GWP). Under this component a demonstration of one or more financing mechanisms that 
could help provide this needed incentive would be undertaken. 
 
A market survey will be conducted to help define the type of measures needed to create appropriate 
incentives to encourage a shift away from inefficient air conditioners. The market survey will take 
into consideration the type of refrigerant used. The design of the instrument will assess mechanisms 
to promote an on-going effort to seek out the lowest GWP refrigerant commercially available and 
technically appropriate, including zero-GWP options where feasible. The project would also 
consider a range of upstream and downstream incentives: for example, improvements in component 
quality or assembly at the level of the manufacturers versus consumer financial incentives.  
 
Component 2: Setting-up of a Laboratory for Testing and Certifying Air Conditioners 
 
Currently claims of efficiency of air conditioning equipment as well as use of specific refrigerants 
are not being verified, thus giving very little protection to the consumer that standards are being 
met. This component aims to provide a laboratory system for the testing of air conditioning 
equipment sold in the Algerian market, which will ensure that air conditioners sold on the Algerian 
market meet existing (or possibly improved) performance standards. Tests on establishing precise 
GWP levels from refrigerants used in air conditioner equipment will also be introduced. This 
collaborative effort would use space in a laboratory belonging to the Ministry of Commerce, but 
testing and certification of air conditioners would be done by APRUE. To help with cost recovery, 
manufacturers would pay a user fee to have their models tested for compliance.   
 
Component 3: Technical Assistance and Awareness Raising 
 
Behavior of customers, vendors, distributors, and manufacturers needs to be adequately informed in 
order for sales to be oriented towards more efficient and climate friendly air conditioning systems. 
In order for this to be done, technical assistance and awareness-raising for stakeholders is important 
and is envisaged under this component. The project will include funding for a “lessons learned” 
wrap-up exercise just prior to project closing.

IV. Safeguard Policies that might apply
Safeguard Policies Triggered by the Project Yes No TBD
Environmental Assessment OP/BP 4.01 ✖

Natural Habitats OP/BP 4.04 ✖

Forests OP/BP 4.36 ✖

Pest Management OP 4.09 ✖

Physical Cultural Resources OP/BP 4.11 ✖

Indigenous Peoples OP/BP 4.10 ✖

Involuntary Resettlement OP/BP 4.12 ✖

Safety of Dams OP/BP 4.37 ✖

Projects on International Waterways OP/BP 7.50 ✖

Projects in Disputed Areas OP/BP 7.60 ✖
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V. Financing (in USD Million)
Total Project Cost: 10.88 Total Bank Financing: 0.00
Financing Gap: 0.00
Financing Source Amount
 Borrower 7.26
 Global Environment Facility (GEF) 3.62
 Total 10.88

VI. Contact point
World Bank
Contact: Andrew Michael Losos
Title: Environmental Specialist
Tel: 473-6169
Email: alosos@worldbank.org

Borrower/Client/Recipient
Name: Ministry of Energy
Contact: Ms. Nora Zouaoui
Title: Assistant Manager Energy Efficiency
Tel: 21321488156
Email: nora.zouaoui@mem.gov.dz

Implementing Agencies
Name: National Agency for the Promotion of Energy Efficiency (APRUE)
Contact: Mohamed Salah BOUZERIBA
Title: Director General
Tel: 21321603137
Email: msbouzeriba@aprue.org.dz

VII. For more information contact:
The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone: (202) 458-4500 
Fax: (202) 522-1500 
Web: http://www.worldbank.org/infoshop


