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7= An agreed destinatiog however, all or none both

XS R

wwweeens possible given varied contexts, and choices

Balancing the
‘Energy Trilemma’ o

_ _ ENERGY
The effective management of primary energy supply SECURITY

from domestic and external sources, the reliability
of energy infrastructure, and the ability of energy
providers to meet current and future demand.

Accessibility and affordability of energy supply
across the population.

Encompasses the achievement of supply

and demand-side energy efficiencies and the
development of energy supply from renewable
and other low-carbon sources.

. -

ENERGY ENVIRONMENTAL

EQUITY (World Energy Council, 2017) SUSTAINABILITY
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Privatization and the (traditional) electricity

- sector reform process

LU QU G D LU U DLD

A Obliging electricity enterprises to operate according to commercial principles

ARestructuring of the electric power supply chain to enable the introduction of
competition

ADevelopment of economic regulation of the power market that is applied
transparently by an agency that operates autonomously

APrivatization of the unbundled electricity generators and distributors under dispersed
ownership

ADevelopment of competition in the generation and supply segments by development
of power exchanges
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(World Bank, 2006)
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In practice, not an inevitable progression,

VISIONQ_Jd) g ] ) ) )
2z; 30 e b:f“: privatization seen across all industry arrangements and
o I poth competitive and nortompetitive (network) sectors
Function Key Economic Characteristics Implications
Generation  Limited scale economies Potentially competitive

at plant level

¢ Co-ordination economies
at system level

* Complementarity with
transmission

Transmission * Network externalities ¢ Investment incentives
¢ In general not a natural need special
monapoly attention
e Large sunk costs * One grid but possibly

several owners

Distribution * Often a natural monopoly No competition

* Large sunk costs

System Operation | ¢ Monopoly (due to technical No competition
constraints)

End user Supply o Limited scale economies Potentially competitive

* No special features

Vertically integrated regulated monopoly

Related Services: Vertically integrated utility +IPPs ¥
o Power Exchanges | No special features Potentially competitive Unbundling + IPPs 7
% Wholesale market

¢ Financial Contracts

(International Energy Agency, 2016)

M Wholesale market + retail competition

* Construction and (International Energy
maintenance of A ency, 2001)
assets g !
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Strategy

Privatization of distribution and generation
companies to raise money; allowance for IPPs;
creation of hydro system operator; independent
regulator

China

Reform at the margins (IPPs) and corporatization of
state enterprises to raise money; nascent
independent regulator

India

Reform at margins (IPPs and guaranteed returns for
national power corporation) then seek private
management of distribution; independent regulator.

Mexico

Reform at the margins (IPPs); reforms stalled due to
political and constitutional barriers; independent
regulator

South Africa

Aggressive electrification; redrawing of boundaries
for distributors; corporatization of utility; independent

regulator; IPPs expected

(Victor and Heller, The political economy
of power sector reform, 2007)
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Privately owned power
Supply & delivery system
Assets squeezed

| — of rents and equity

“Regulatory Squeeze”

" Solvent, productive
enterprises
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Unbundling _|

and partial
reforms

Legend:

Flow of
Electricity

Flow of capital
and assets

Regulatory &
administrative
decision-making

State-owned system

| Productive assets |

"Asset sorting
and shifting”
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Time (and increasing fragmentation)
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Some early electricity reform experience suggesti
possible stable intermediate industry structures
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ble snargy for Comprehan dve Vidos

Wholesale value of electricity traded

$11.7 billion

National maximum summer
operational demand

32,859 MW

National maximum winter
operational demand

31,977 MW

SOUTH AUSTRALIAN REGIOM

Installed capacity

47,148 MW
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The Australian National Electricity Market,
over two decades of restructuring and privatization

40,000 kilometres of g . B N B T
transmission lines

Port Douglas NGME  VicPool NSW  MEM1 Wational Queensland FRC FRC Tasmania
paper market Electricity  joins the inNSW, in South joins the
tnal Market NEM Victoria, Australia HEM

established ACT

, - ELECTRICTY
(Australian Energy Market Commission, 2009)

Number of metered customers

9.6 million
Generation capacity in the NEM, by region and fuel source, 1 January 2017

i
NSW

B Brown coal Gas

20 000

18 000

(Australian Energy Regulator, 2017)
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Competltlve Generation
and Retail ownership

APredominant private ownership
of both generation and retall

AA mix of local and international
firms, and foreign government
vehicles

AA mix of State and Federal
Government participation

-mbk wnergy forComprehandve Vidos

(Australian Energy Regulator, 2017)
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