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The roundtable

In October 2018, senior executives 
and experts from throughout the 
Middle East and Africa (MEA) and 
Asia, as well as other regions, 
gathered in Abu Dhabi for a  
PwC roundtable on power and 
water market design. The event 
brought together leading players 
from 17 different countries and 
all five continents to discuss the 
many regulatory, commercial and 
technological challenges faced in 
the two regions. 

Participants included:

Musara Beta, Chief Market Analyst, Southern African Power Pool
Alberto Biancardi, Chairman, Association of European Water Regulators (WAREG)
Philippe Bozier, Partner, PwC Morocco
Nicolas Breham, Chief Executive Officer, RTE International
Mark Coughlin, Global Market Design Leader, PwC Australia
Dr. Mansour Al Dajani, Advisor to the Governor, Electricity & Cogeneration Regulatory Authority, Kingdom of 
Saudi Arabia (KSA)
Eryl Edwards, Commercial Manager, BESIX Concessions and Assets 
Dr. Steve Griffiths, Senior Vice President, Research and Development, and Professor of Practice, Khalifa 
University, UAE
Chloé A. Hartwell, Marketing Director, GE Renewable Energy, MENAT
Haley Hutson, Director, PwC Middle East 
Sulaiman Al Khliwi, VP of Water Treatment, Water & Electricity Company (WEC), KSA
Paul Nillesen, Partner, Energy & Utilities, Strategy&, PwC Netherlands 
Manuel Nivet, Head of Middle East Region, SUEZ 
Greg Onichimowski, Founder and Managing Partner, Business Lab
Jonty Palmer, Partner, PwC Middle East 
Hannes Reinisch, Partner, PwC Middle East
Norbert Schwieters, Global Leader, Energy, Utilities & Resources, PwC Germany 
Her Excellency Fatima Al Foora Al Shamsi, Assistant Undersecretary for Electricity and Future Energy, 
United Arab Emirates Ministry of Energy 
Arthur Simatupang, Chairman, Indonesian Independent Power Producers Association
Bruce Smith, Acting Managing Director, Abu Dhabi Water & Electricity Company (ADWEC)
Abdullah Tamer, Partner, PwC Saudi Arabia
Gabriel Wong, Partner, PwC China
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Introduction

Power and water market design varies significantly across the Middle East, Africa and 
Asia. But policymakers everywhere face the common challenge of ensuring outcomes 
are consistent with their policy targets and investment requirements. In many locations, 
water resources are stretched. And as power systems become less centralised, the 
need to balance energy resilience with flexibility is adding a new tension to the core 
trilemma of reliability, affordability and sustainability.

In the fall, a roundtable of experts from 17 countries and five continents debated the 
lessons learnt from practical experience of what is working well and what’s proving 
more problematic. The event, which is part of PwC’s industry programme for power 
& utilities companies worldwide, brought together leading figures from government 
and the utilities sector along with other stakeholders to discuss common challenges. 
Participants also examined the balance between policy prescription and market-led 
change. Most importantly, they illuminated the challenges that lie ahead and how they 
can be resolved. 

This report focuses on four broad topics from the roundtable discussion:
• Power market design and policy 
• Water sector regulation and investment opportunities
• Renewable energy growth and challenges
• Lessons from around the world
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Power market design and policy 

Her Excellency Fatima 
Al Foora Al Shamsi, 
Assistant Undersecretary 
for Electricity and Future 
Energy, UAE Ministry 
of Energy, opened 
the discussion with a 
challenge: “Let us take 
a visionary look into the 
future. We know the 
challenges — climate 
change and resource 
scarcity. But what will be 
the future of our energy 
sector?” Watch the video on Market transformation:  

Viewpoints on the challenges in the  
Middle East and Africa at

https://www.pwc.com/gx/en/industries/energy-utilities-
resources/publications/power-utilities-market-design.html 

In 2017, the UAE launched its ‘Energy 
Strategy 2050,’ which aims to increase the 
contribution of carbon-free energy in the 
total energy mix from 25% to 50% by 2050.

The energy mix targeted by the strategy 
is 44% clean energy, 38% gas, 12% 
clean coal and 6% nuclear. The strategy 
also seeks to reduce the consumption of 
individuals and corporates by 40%.
Her Excellency said: “We are working on 
the demand-side implications of this, and 
I anticipate announcing our demand-side 
management programme during the first 
quarter of 2019.” 

https://www.pwc.com/gx/en/industries/energy-utilities-resources/publications/power-utilities-market-design.html
https://www.pwc.com/gx/en/industries/energy-utilities-resources/publications/power-utilities-market-design.html
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These moves represent a significant shift in a country 
where fossil fuels have predominated and where energy 
consumption per capita is high in global terms.

But Her Excellency made it clear that her ambition did 
not stop at these targets: “We need to also maximise 
internal energy utilisation at the regional level. We have 
the Gulf Interconnection Authority but there is no vision 
for the energy of the wider region. We have to ask the 
question whether it is time to develop an integrated 
strategy for the Gulf Cooperation Council.”

The theme of regional integration was taken up by 
Musara Beta, Chief Market Analyst, Southern African 
Power Pool. The pool covers 17 utilities from 12 
countries, nine of which are interconnected. Beta 
emphasised that in a region where electrification 
rates are below 40%, the pool plays a key role in 
harnessing the region’s energy resources in a clean, 
environmentally friendly, efficient and market-related 
manner. “We have all the resources — hydro, other 
renewables, coal, “he said,” and it allows us to develop 
these economically, efficiently and in a competitive 
manner at a regional level.”

Beta sees interconnection as key to the future  
of electricity: “In the wider African continent, we 
have five power pools. I foresee us connected to the 
Middle East through Libya and also, already, we are 
interconnected with Europe through Morocco and 
Spain. I really do envisage an intercontinental and world 
electricity market.”

The challenges of geography and physical 
interconnectivity also loomed large in the thinking of 
Arthur Simatupang, Chairman, Indonesian Independent 
Power Producers Association. 

“Indonesia is a large archipelago,” he said.“It consists  
of 17,000 islands spanning a distance east to west 
about as wide as the distance from California to New 
York. Most of the development of power is in the larger, 
more populated Western islands, and many people in 
the more remote islands lack access to electricity.” 
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Simatupang pointed to the strong demand growth for 
electricity in Indonesia, which is currently running at 
around 6.8% per annum.

“The energy mix is 85 to 90% fossil fuel. We do 
need to see more bankable PPAs [power purchase 
agreements], especially for renewables. They haven’t 
taken off yet. With energy being able to come so 
cheaply from fossil fuel, that is likely to remain a focus 
for the next five to 10 years.”

Dr. Mansour Al Dajani, Advisor to the Governor, 
Electricity & Cogeneration Regulatory Authority, 
Kingdom of Saudi Arabia (KSA), concluded the session 
by highlighting the importance of innovation in both 
power and water: “Of course, the advancement in 
technology will enable us to achieve a lot if we open the 
doors for innovation. But innovation requires freedom 
for young entrepreneurs. So let’s work on opening the 
doors widely for young entrepreneurs and show them 
the problems and see what they can do for us.”
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Q: Can you give us any insight into the big 
opportunities that lie ahead to better integrate and 
develop power markets?

HE Fatima Al Foora Al Shamsi, Assistant 
Undersecretary for Electricity and Future Energy, 
Energy, Ministry of Energy, UAE: Just to give a 
background, we have four water and electricity utilities 
in the UAE. Through ‘Project Synergy’ we’ve developed 
a model, with PwC’s help, to look not just at future 
supply and demand but also how we can improve 
system operation for the Emirates as a whole, working 
together as allies. The potential financial benefit for the 
utilities has encouraged them and — this was surprising 
even for me — we got their approval in the very first 
meeting. They have approved the move to the creation 
of an electricity market and the creation of relevant 
entities to operate in the market. 

Arthur Simatupang, Chairman, Indonesian 
Independent Power Producers Association: Traded 
markets are an opportunity. The private sector could 
have more of a role to play in addressing the challenges 
in the country, and these are areas that need to be 
explored further. It is still a single-buyer market in 
Indonesia. The private-sector role is still limited to only 
building, constructing and operating power plants and  
selling directly to one single state-owned enterprise 
which controls the transmission, distribution and billing 
to consumers. 

Musara Beta, Chief Market Analyst, Southern African 
Power Pool: We have introduced a number of markets: 
the demand-ahead market to cater to security of supply; 
the week-ahead market; the day-ahead market; and 
the hour-ahead market that we hope will be of benefit 
to renewable energy producers. The market provides 
certainty of revenue for sellers and a competitive tariff for 
those who are buying. Of course, there are challenges. 
Most of the utilities have single-buyer markets at present 
so we haven’t really opened up the market, and that is 
something we are also working towards. The regional 
market has provided a framework for governments to start 
thinking about opening up their own national markets so 
that all the customers can benefit from the regional market.

Dr. Mansour Al Dajani, Advisor to the Governor, 
Electricity & Cogeneration Regulatory Authority 
(ECRA), KSA: ECRA is the electricity and cogeneration 
regulator in Saudi Arabia. It started with electricity 
regulation, and then it added the cogeneration [of power 
and water] regulation. Recently, we also added water 
distribution and gas regulation. So we are becoming more 
of a public utility regulator in that we need look at all of 
them together. We have defined the long-term demand 
and supply requirements for the country in two plans, one 
for electricity and another for water.

Q&A
A focus on 
integration  
and trading 
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Water sector regulation and investment opportunities

“Almost every human activity 
involves water,” stressed Haley 
Hutson, Director, PwC Middle 
East, as she introduced the 
roundtable’s session on water 
regulation and investment. 
“Water scarcity, the need to 
protect non-renewable water 
resources, high and increasing 
levels of demand, low tariffs 
and increasing urbanisation 
are all key challenges. And 
growth will be driven by the four 
Es — efficiency, environment, 
expansion and equity — with 
the need for significant  
private investment over the 
coming years.”

The increase in private investment was highlighted by 
Sulaiman Al Khliwi, VP of Water Treatment, Water & 
Electricity Company (WEC), KSA: “The wastewater 
sector in Saudi Arabia is undergoing a huge 
restructuring centred on private-sector participation, 
which is set to rise from zero now to 100% by 2030. 
Private participation in water desalination is also set to 
grow, from 23% today up to 100% by 2030. And there 
is increased private-sector participation in water storage 
reservoirs.” 

WEC enables the development of these efforts. Its 
mandate has recently been expanded to include the 
procurement of independent water projects (IWPs), 
independent sewage treatment plants (ISTPs) and 
storage reservoir and dam procurement. Among the 
IWPs is the Rabigh 3 reverse-osmosis desalination 
plant, which will add 600,000 cubic metres of water a 
day to the KSA supply. “At Rabigh, we achieved the 
lowest tariff in the world, below two riyal per cubic 
metre,” Al Khliwi added.
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Manuel Nivet, Head of Middle East Region, SUEZ,  
took up the theme of the four Es in looking at how  
the private sector can support transformation of the 
water sector. 

“Let’s start with efficiency. The focus in the region 
over the years has been mainly on increasing water 
production. This has been and still is crucially needed 
but I think that we also need to put more attention and 
focus on the optimisation of the distribution network 
end of the sector. Efficiency in this area is important 
both in terms of reducing losses and reducing the 
burden of tariff subsidies. Smart meters will help 
efficiency and also the environment by monitoring water 
consumption more effectively and alerting in the case of 
leaks or overconsumption.” 

Nivet went on to highlight the importance of capex 
optimisation as key to enabling utilities to do more 
within the same capital expenditure envelope. This 
has consequent benefits for all four Es, particularly 
expansion. Finally, he stressed the role of regulation  
in ensuring equity: 

“Equity means an affordable and fair tariff, which can 
cover the cost of the service. If we want a successful 
transformation of the water sector in a given country, 
we have to implement a robust regulation system which 
preserves the interest of all stakeholders — customers, 
operators, public authorities and investors.”
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The design of economic regulation in the typical 
monopoly context of water is particularly challenging. 
The roundtable heard from Alberto Biancardi, Chairman, 
Association of European Water Regulators (WAREG). 
The association focuses on exchanging common 
practices within the European water sector. But 
Biancardi explained that it is also keen to extend its 
learning beyond Europe: “We are very open to any 
possibility of connections outside Europe. Already, we 
include countries outside the EU, such as Georgia, 
Montenegro and Turkey. And in September, we signed 
a memorandum of understanding to exchange good 
regulatory practice with the Brazilian Association of 
Regulatory Agencies. The international context is very 
important. In Europe, we have some directives based 
on very technical issues, but we don’t really have a 
common set of rules.”

Given the general reliance on desalination or borehole 
methods of obtaining water throughout the Middle East, 
the reuse of water has historically generally been limited 
to irrigation projects. Eryl Edwards is Commercial 
Manager of BESIX Concessions and Assets, which 
earns a third of its global revenues from the Middle East 
region. He pointed out that water reuse could have 
much wider application, particularly in industry: “There’s 
been a lot of resistance but, as we’re industrialising this 
region much faster and diversifying the economy, reuse 
water is a significant answer which is not being utilised.” 
A key benefit is reducing the use of industry  
boreholes and preventing the depletion of scarce 
groundwater resources. 

But Edwards stressed that regulation is needed if 
industries are to adapt the reuse water: “A framework 
to promote the obvious advantages of using reuse 
water for industries is needed. The focus tends to just 
be on landscape irrigation.” He pointed to an initiative 
developed with the government of Ajman in the 
northern Emirates. In partnership with the government, 
BESIX has established a water reuse station that 
obtains water from the Ajman Sewage Treatment Plant 
and, through micro-filtration and reverse osmosis 
processes, provides polished water for a variety of 
industrial and commercial uses 24/7. Typical customers 
are district cooling plants, ready-mix factories and 
manufacturers of vessels for hydro testing. Alongside 
that initiative, Edwards said, “We’ve developed very 
specific regulation to drive the adoption of reuse water. 
It has proved very effective and everybody has bought  
into it. The question now is how can we get together to 
spread that regulatory practice?”
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Q&A
Private investment 
in the water sector 

Q: Do you think we should be focussing on 
privatisation or on public–private partnerships?

Alberto Biancardi, Chairman, Association of 
European Water Regulators (WAREG): It’s a good 
point. It’s very important to make the difference. Here 
we are not talking about privatisation of water. We are 
talking about creating a public–private partnership in 
which each partner is going to bring the best in the 
partnership to create a win-win situation. For me, it’s a 
big difference. Of course, the private partner needs to 
invest in order to help the public sector meet the needs, 
but the water sector as a whole will be supervised and 
regulated by a public entity. 

Q: What is the typical private procurement 
process you go through in the KSA?

Sulaiman Al Khliwi, VP of Water Treatment, Water 
& Electricity Company, KSA: Usually before you 
start, you run your value-for-money calculation. And 
the value-for-money exercise will give you an idea if 
this project is feasible or not, does it add value to the 
government or not? Once you receive the bids, you 
run the value-for-money again, and you compare it 
with the previous figures, which have been based on 
assumptions. Then it is the approval process. This will 
enable the government, once it calculates the tariff 
from the production through the transmission up to the 
distribution, to understand the overall tariff for all the 

value chain of the water production to the end user.  
Then we look at achieving a lower tariff that can be 
gradually implemented in the sector and can be 
acceptable to the people. 

Q: Private-sector participation in more upstream 
assets is accepted through IWPs and ISTPs, but 
what about downstream network operations?

Eryl Edwards, Commercial Manager, BESIX 
Concessions and Assets: It is about the risk and reward. 
We’re talking about buried assets, and therefore, to what 
extent do you have a full knowledge of the nature and the 
condition of those buried assets? Let’s all be frank: there’s 
not a lot of knowledge. We have no issue with things 
like billing collection and taking demand risk and that 
aspect. In fact, we welcome it. The success of one of our 
businesses is based on the fact we have control over the 
cash and the collection and the billing collection, bringing 
technology to make that work. The issue is how do you 
put a framework together that allows the public sector to 
leverage the private sector’s investment, its operations 
skills, to achieve higher efficiency, greater longevity and 
improvement without massive amounts of cash being 
needed to enhance and produce a reliable system? 
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Renewable energy growth and challenges

Deals for new solar power plant investment in 
the Middle East are reducing the cost of solar 
electricity to world-record low prices. Recent 
tenders for major new power plant investment 
in both the UAE and Saudi Arabia have 
brought costs down to around US$0.024/
kWh. Hannes Reinisch, Partner, PwC Middle 
East, opened a discussion on renewables by 
observing: “Solar is now cheaper than oil, gas, 
nuclear and coal. So we’re now talking about 
scaling up to multiple gigawatts per year just 
to reap the gas savings. It’s a clear economic 
success story.”

Bruce Smith, Acting Managing Director, Abu 
Dhabi Water & Electricity Company (ADWEC), 
followed up on the theme: “Five years ago, 
solar was not in the money. Now it is very 
much in the money.” Smith stresses that the 
priority in favour of solar is purely economic: 
“The way we plan is technology-agnostic. If 
I have to recommend coal, I will. But solar is 
the least-cost solution. It will make up 10, 15, 
potentially 20 GW here over the next 15 years. 
That presents real challenges from a system 
operation perspective. How do we operate a 
system stably that is maybe only 20 GW with  
15 GW of solar and 5 GW of nuclear?” 

Watch the video on Technological change: 
Viewpoints on how change is shaping the utilities future in 

the Middle East and Africa at 
https://www.pwc.com/gx/en/industries/energy-utilities-

resources/publications/power-utilities-market-design.html



https://www.pwc.com/gx/en/industries/energy-utilities-resources/publications/power-utilities-market-design.html
https://www.pwc.com/gx/en/industries/energy-utilities-resources/publications/power-utilities-market-design.html
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“The two main drivers in the region are cost and  
energy security,” Hartwell continued. “Governments are 
looking at renewables and saying, ‘How can we bring 
renewables online at the cheapest cost possible?’ They 
are willing to pay a little bit more for baseload. But some 
markets are completely stalled. For example, in Egypt 
the government is pushing for a very challenging price 
point that will be quite hard to reach by the renewables 
players.” 

It is a similar story with wind. Chloé A. Hartwell, 
Marketing Director, GE Renewable Energy,  
MENAT, said: “The wind turbines we are selling now 
versus the ones we were selling five years ago have 
150% more energy production per turbine plus 
lower costs, and that really brings more value for the 
customer. What keeps us up at night is the regulatory 
framework. We need to have the right regulation to 
promote the adoption of the right technology and make 
sure it moves quickly enough.”

In Morocco, energy security has been a driving force 
behind renewables growth. Philippe Bozier, Partner, 
PwC Morocco, observed: “What has driven the 
development of renewables in Morocco primarily was 
the desire to become independent. Twenty years 
ago, Morocco was importing 95% of its energy. 
The government’s policy was to increase renewable 
generation capacity to 42% of the energy mix by 2030 
— up from 19% capacity in 2010. It has achieved many 
of its targets already.”
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But the successful growth of renewables in Morocco 
has come at a price: “It was supposed to go hand  
in hand with liberalisation of the market,” said Bozier.  
“But the hydro was built by the integrated operator, and 
the solar and wind built as IPPs [independent power 
producers] with full take or pay at quite high prices. So 
one of the key issues is that instead of bringing flexibility 
and liberalisation to the market, it has instead brought a 
lot of constraints in terms of price and power purchase 
on the government. The latest solar photovoltaic [PV] 
is quite cheap, at around three cents per kWh, but 
alongside that you have concentrated solar power 
[CSP] at much higher cost.”

Of course, the big challenge is operational stability. 
Many countries are turning to gas generation in order 
to balance the system. Bozier said that in Morocco “an 
additional 2 GW of gas generation is being procured 
just to bring balance to the system, but this carries 
extra cost, as the gas power plants will only be used at 
a maximum of 30% of their capacity.” 

Smith told the roundtable that Abu Dhabi was also 
expanding gas generation: “We are in the process of 
procuring a new CCGT [combined cycle gas turbine]. 
We’re expecting that plant to start maybe five times a 
year in the first five years and to start more than 200 
times a year by 2030.”

Dr. Steve Griffiths, Senior Vice President, Research 
and Development, and Professor of Practice, Khalifa 
University, UAE, took up the theme: “As we go towards 
very high levels of renewables, there are considerable 
research opportunities. You see generators having to 
ramp up and down very quickly, which presents issues 
in its own right, then there are voltage and frequency 
on the grid at very short time intervals, which is very 
challenging because you lose inertia.”
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Griffiths also highlighted the imbalance in winter and 
summer demand: “The differential across seasons 
requires long-term storage. It opens up opportunities 
for CSP with storage and, of course, digitalisation, 
particularly on the demand side, to try to use demand 
response to help balance against intermittency  
in renewables.” 

One aspect of demand management is load  
shifting. Renewables-powered seawater reverse 
osmosis (RO) has the potential to contribute to load 
shifting by producing more water at times of renewable 
energy surplus. 

ADWEC’s Bruce Smith picked up the topic: 
“The case for water produced from RO is very 
attractive. The cost of water from RO as opposed to 
thermal generation is about half. If the marginal cost 
of energy comes down so we have nuclear and we 
have solar giving us almost zero marginal cost in the 
middle of the day, the case for RO becomes even more 
compelling. So PV plus RO have a natural coupling and 
it is all about cost reduction.”
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Q&A
Implications of 
the growth of 
renewables

Q: What’s the future for baseload?

Bruce Smith, Acting Managing Director, Abu Dhabi 
Water & Electricity Company (ADWEC): I think 
baseload is now dead. The fact that renewables are 
two cents but they’re intermittent means that we will 
not be building baseload. It is a bit ironic when we are 
just at the point when we’re about to introduce 5.5 GW 
of baseload nuclear, but that was a decision taken 10 
years ago, that was correct at the time. We won’t be 
doing that any more. Baseload is gone from a  
planning perspective.

Chloé A. Hartwell, Marketing Director, GE 
Renewable Energy, MENAT: I would counter that. 
Globally, yes, 100%. And that is music to our ears in 
renewables. We would see hybrids stabilising some 
of the issues, but I think from the perspective of this 
region right now there is still going to be baseload 
power. You’ve got countries like Saudi that are going to 
be retiring 12 GW of assets over the coming 10 years. 
They’ve got 89 GW installed and they want to reach 
130 GW by 2030. How do they do that? They’re going 
to have to bring in thermal. You’ve got countries like 
Morocco, where you have customers asking for an 80% 
capacity factor on the grid because the grid just can’t 
handle putting that much renewables on. You’ve got 
Pakistan, where you have limited grid connections and 
you want to optimise your grid connection. You have 
different value stories in each country and you have big 
projects across the region for baseload.

Q: What is your view on the outlook for storage?

Dr. Steve Griffiths, Senior Vice President, Research 
and Development, and Professor of Practice, Khalifa 
University, UAE: If you need to shift your electricity by a 
few hours within a day, lithium-ion batteries and battery 
packs are going to be feasible at grid scale. That’s simply 
because the economics of lithium-ion developments in 
the automotive sector are going to also benefit the power 
sector. What I would say is when you go beyond those few 
hours intra-day, the lithium-ion pack does not make good 
sense. If you have to shift multiple days or weeks, then that 
is a hot research area and will take quite a bit longer for 
solutions to develop.

Bruce Smith, Acting Managing Director, Abu Dhabi 
Water & Electricity Company (ADWEC): At the 
moment, the analysis that we have done is that for battery 
storage to be competitive with gas-fired energy production, 
the price needs to fall from around US$300 per kWh to 
US$50–60 per kWh. So that is a six times reduction in 
cost in order to be competitive with gas-fired generation 
at US$6. Another important point is that each GW of solar 
you build will save US$28m per year of gas when you are 
paying US$5 for gas. Bear in mind that today’s spot price 
of gas is over US$10 so it’s at least US$28m per year but it 
could be over US$50m depending on what you are paying 
for gas.
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Lessons from around the world

“If there isn’t coherence among policy, regulation 
and market design, you end up in a mess,” said 
Coughlin. He went on to describe how a well-designed 
market in Australia has been subject to considerable 
upheaval with energy policy at the centre of a political 
battleground: “We’ve lost five prime ministers in the 
last 10 years to energy or climate policy and only one 
of them went as a result of an actual general election.” 
System vulnerabilities came to a head in September 
2016 with a blackout in South Australia. The event 
heightened even more the political debate around 
energy and highlighted the fine line between accident 
and design when it comes to creating well-functioning 
power markets.

Although technological 
progress is advancing rapidly, 
the pace and direction for 
market design is much more 
varied. Introducing a session 
on lessons learnt from different 
markets, Mark Coughlin, Global 
Market Design Leader, PwC 
Australia, observed: “There 
have been lots of experiments 
in markets around the world. 
Some have worked very well 
and some not very well. In my 
own market in Australia, there 
are things we’re very proud 
of and some that we wish we 
hadn’t done at all.”

The classic dichotomy is between open market 
solutions and those that are more planned. Typically, 
most market design strives to deliver an optimal 
blend of both. Before coming to the Middle East, 
Greg Onichimowski, Founder and Managing Partner, 
Business Lab, was head of the Polish power exchange, 
a market that had moved from state control to more 
open liquid trading. He identified competition as vital 
if utilities are to innovate successfully:  “If we compare 
utility companies with the high-tech sector, we see 
that the utility usually finds it difficult to be innovative. 
For me, the only thing which leads to innovation is 
competition.”
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So what are the ingredients for good market design? 
Nicolas Breham, Chief Executive Officer, RTE 
International, a subsidiary of the French electricity grid 
operator RTE, offered three important building blocks: 
“The starting point is understanding the electrical 
system in terms of all the technical requirements as 
well as the relationships and the requirements of 
the different participants. The second key thing is 
stakeholder engagement, and the third is learning to 
take your time and get there progressively. If you get the 
three key things right, usually you get confidence. And 
once you get confidence and you find a way to prove 
this mechanism as you go along, you get a market.”

But others were quick to point out the pros and cons 
of competitive markets. Paul Nillesen, Partner, Energy & 
Utilities, Strategy&, PwC Netherlands, observed:
“In Europe we’ve had a big focus on introducing 
competition but what we’re finding now in the energy 
transition is that we need incredible amounts of 
investment and a lot of coordination. So the way we 
structure the market and the way we’re allowing market 
forces to work is perhaps not the way that we’re going 
to achieve this.” 
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But determining what you can leave to the market 
and what you can’t can present a ‘chicken and egg’ 
problem. For example, Nillesen pointed out: 
“Nobody’s going to buy an electric vehicle without a 
charge point, and nobody’s going to build charge points 
if there’s no electric vehicle. So in some markets the 
regulated entities have a role in starting the market.”

Once there is confidence in the wider market 
mechanisms, Onichimowski also stressed the 
importance of confidence being delegated within 
organisations: “The most important thing is to empower 
people on the trading desks to make the market 
happen. That was something that was difficult in my 
home country and is even more difficult here in the 
Middle East. All the transactions need to be signed 
by the CEOs, but that is not going to happen in a 
15-minute market, let alone a five-minute market.”

In turn, this raises questions of strategy and the need 
for utilities to adjust away from timescales counted in 
decades to shorter time horizons. “Certainly when we’re 
advising utility clients, we’re having active conversations 
on maybe being in an investment for three years or 
so with a view to selling out when the market’s more 
mature,” said Coughlin. “The focus is then perhaps on 
sitting behind and selling a cash flow rather than a  
physical asset.” 
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Spotlight:
China’s Belt and 
Road Initiative

China’s ‘Belt and Road Initiative’ has potentially game-changing implications for power system investment in many 
locations. Many of the 117 participating ‘belt and road’ (B&R) countries are in the Middle East, Africa and Asia. PwC 
China has developed a B&R ecosystem for clients, matching investors with leads.

Gabriel Wong, Partner, PwC China, highlighted the scale both of the electricity investment needs of many countries in the 
region and of China’s initiative: “There is only 409 watts average installed generating capacity per capita in B&R countries 
(excluding China), which is 54% of the world average, and electricity consumption per capita in those countries is 1892 
kWh — just 61% of the world average.”

The B&R investments are part of China’s vision of a ‘Global Energy Interconnection (GEI) System’ to meet the global 
demand for electricity in a clean and green way. To this end, China established the GEI Development and Cooperation 
Organisation in 2016, drawing together energy companies and organisations from around the world. By 2050, the total 
investment in GEI is estimated to reach about US$38tn, of which US$27tn would flow to power generation and the rest of 
the capital to power grids.

Note: Data from Global Energy Interconnection Development and Cooperation Organisation, China Electricity Council 2018 Report.
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