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low oil prices and de-carbonisation 
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The International Energy Charter, the OECD Nuclear Energy Agency and the World Bank Group 

contributed to the 23
rd

 World Energy Congress in Istanbul on the 12th October 2016 with a side-event 

dedicated to “Stimulating energy investments in an era of low oil prices and de-carbonisation”. This 

event addressed important regional initiatives on developing low carbon and affordable energy for 

countries embarking on an ambitious long term energy strategy to meet growing energy demand in the 

emerging markets in particular.  The ensuing report aims to crystalise the outcomes and lessons learnt 

from the exchanges that took place during the Congress. 

 

Background 

 

At the COP 21 meetings in Paris in December 2015, many of the world’s states agreed that substantial 

progress has been made towards reducing CO2 emissions in order to mitigate climate change. That said, it 

was also largely recognized that much more needed to be done. In Paris, developing as well as developed 

countries agreed that there should be a long term goal of maintaining the increase in global average 

temperature to well below 2°C above pre-industrial levels and to aim the limit of the increase to 1.5°C, 

since this would significantly reduce risks and the impacts of climate change .2 Developing countries that 

lack the resources either to develop sustainable energy or to educate specialists are in need of 

technological diffusion from countries with sophisticated energy technologies. At the COP22 meetings in 

Marrakesh at the end of 2016, participating countries engaged in further inclusive dialogue which aimed 

to provide every member the opportunity to participate in setting goals and boundaries with respect to 

their commitments to the Paris agreements. 

 

 

 

                                                 

1 This report was prepared by Mr Can ÖGÜTCÜ from the International Energy Charter, he is responsible for providing policy 
support and other forms of assistance to countries interested in acceding to the Energy Charter Treaty and/or deeper 

engagement with the wider-Energy Charter Process.   

 
2 European Commission: https://ec.europa.eu/clima/policies/international/negotiations/paris_en   
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All of this leads us to what some now refer to as “The Grand 

(energy) Transition”.  According to the World Energy 

Council this concept is based on the following understanding: 

“Since 1970, the world has seen rapid growth in energy 

demand, mainly satisfied by fossil fuels. The future will be 

different. Disruptive trends are emerging that will create a 

fundamentally new world for the energy industry, 

characterised by lower population growth, radical new 

technologies, greater environmental challenges, and a shift in 

economic and geopolitical power. These underlying drivers 

will re-shape the economics of energy. We call this uncertain 

journey into the new world of energy, or the so called ‘Grand Transition’. Energy transition of this nature 

is primarily driven by the time-constrained need to reduce greenhouse gas emissions to a level that 

accords with the defined goals of the UNFCCC Paris Agreement while also achieving UN Sustainable 

Development Goals (SDGs).  At the same time the digital revolution brings with it the emergence of new 

technologies and innovative applications that can be harnessed to help achieve the UN goals but have 

potential to cause considerable disruption across the energy sector. Geopolitical change, with developing 

countries becoming energy importers and the US becoming a major energy producer, as well as the 

increasing volatility of the oil markets, provide a backdrop of important influence. 

 

To meet the UN goals, many assets will need upgrading or replacement and some assets will need retiring 

before the end of their useful economic life. In developing countries with growing energy demand, 

investment into new infrastructure will be needed. In all countries, however, there generally exists large 

potential to improve the efficiency of the energy system and this should be prioritized if less costly for 

consumers in comparison to developing new supply and to avoid assets becoming stranded. Such 

strategies also need to take into account the climate agenda set in Paris. The energy transition, 

therefore, concerns both existing and new investment, and both the supply side and demand side.   

 

Efficiency gains will be made through the deployment of more energy efficient technologies, technologies 

to control energy consumption, storage and the onset of the smart grid, exploiting the benefits of the 

digital revolution. Advanced manufacturing, automation, telecommuting, and other technologies and new 

business models will also disrupt traditional energy systems. These new technological and business model 

innovations may curb energy demand growth or even reduce absolute energy demand  relative to 

historical trends, enabling a transition towards service and sustainability-led growth. Business models for 

these technologies, however, will be reliant on well-designed reforms to market design and regulation.  

 

The energy industry is facing many years of ongoing transformation. The challenge facing the world’s 

industry leaders is to maintain the current integrity and reliability of energy systems worldwide while 

steering towards this new transformed future. This requires new policies, strategies and the consideration 

of novel and risky investments. Each scenario provides insight into high impact areas of consideration for 

industry leaders and highlights areas for action including: 

 

                            

Opening of the event 
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• Reassessing capital allocations and strategies 

• Targeting geographies and new growth markets in Asia, MENA and Sub-Saharan Africa 

• Implementing new business models that expand the energy value chain and exploit the disruption 

• Developing de-carbonisation policies 

• Addressing socioeconomic implications of climate change policies” 

 

In this context, the combined Energy Charter and World Bank event saw a vigorous exchange of ideas 

and policy suggestions relating to the aforementioned challenges underpinning the global energy 

transition.  

 

Contribution from Dr Dejan R. Ostojic, Lead Specialist, Energy and 

Extractive Practice from the World Bank Group  
 

During the first session of the workshop, Dr. Ostojic from the World Bank Group highlighted objectives 

and guiding principles of the World Bank to support client countries in securing the affordable, reliable, 

and sustainable energy supply needed to end poverty and build shared prosperity.  

He expanded on global trends in energy investments, climate and financing instruments for investments in 

the energy sector. He also underlined new approaches in the World Bank, drivers of energy demand, 

increasing role of electricity and renewable energy, gas, nuclear as well as energy interconnections. The 

following three areas were covered:  

  

 
 

(a) What are the current trends and outlook for global 
investments in energy sector focusing on electric power 

 
(b) The case study of Myanmar energy sector and its 

approach to attracting investments in gas and electricity 

 

(c) How the Bank can support clients in mobilizing 

investments in the energy sector. 
 
 
 
 
 

 

Global Trends in Energy Investments  
An 8% decline in 2015 due to upstream oil & gas. On the other hand, an expansion of renewables and 
energy efficiency investments was witnessed. The cost deflation across the spectrum of technologies is 
also one of the major developments which took place in the global energy markets. China, which was at 
the forefront of energy demand and investments experienced a major power overcapacity as large scale 
energy investments in the pipeline faced a slowdown in demand as in other major markets in the context 
of economic uncertainty.  
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Drivers of Energy Demand according to the World Bank Group 
Population and income are the key drivers of demand. But, productivity gains 
will reduce energy intensity. India, Africa and other emerging markets are 
expected to take over from China the role of driver of global energy demand. 
 

Renewable Energy, Gas and Nuclear Energy 
• The main pillars of the future low-carbon power system are renewables, 
natural gas and nuclear energy 
• Storage technologies (energy storage and CCS) are still expensive for 
scaling-up 
• Gas-fired power can complement/ firm-up variable (non-hydro) renewable 
energy at reasonable price 
• Hydropower is major source of affordable renewable energy in many energy 
markets (e.g. AFR, SA/SEA) 
• Nuclear energy is a natural element of low-carbon energy mix, but comes 
with caveats 
• Energy interconnections - LNG trade is expanding supported by increasing 

demand 
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Financing Energy Projects and Policy Actions  

Case study for Myanmar: The World Bank Group Myanmar - Investing in Energy Access  
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Contribution from Dr. Marat Terterov from the International Energy Charter 
 
This session was led by Dr Marat Terterov, Principal 

Coordinator of the Knowledge Centre at the International 

Energy Charter and Mr Can Ogutcu, who works on the 

accession of new countries to the Energy Charter Treaty 

(ECT). During the first session, Dr Terterov briefed the 

participants on the background and activities of the 

International Energy Charter and outlined his vision for the 

future of the petroleum industry in terms of impact on price 

and investments in new development projects (upstream and downstream), key challenges faced by that 

industry with respect to a future energy mix.  

 

It was further discussed during the session that the UN SDGs are clearly defined but they cannot be 

achieved in the absence of effective implementation mechanisms. The right conditions must be created to 

enable rapid scale-up of new investment and optimization of existing investment. This requires an 

appropriate and effective mix of policy, regulatory and legal frameworks which, taken together, are 

sufficiently robust to deliver the desired outcomes in a timely manner and at least cost to the public purse. 

As an international multi-lateral legal instrument, with the promotion and protection of investment in the 

energy sector being a core part of its mission, the ECT provides a highly valuable contribution to many of 

the objectives of the energy transition.  

 

The work of the Energy Charter Conference is strongly focused on effective implementation of the 

Treaty, including the development of complementary and supporting measure s or tools.  For 

example, a priority area includes  developing measures that can help prevent or better manage disputes, as 

this can considerably reduce disruption and costs to the parties involved and is necessary to maintain 

constructive post-dispute relationships. Accelerating the flow of FDI by reducing and managing risks and 

removing discriminatory barriers to investment is another priority area. As this area comes under the 

attention of many other international and regional institutions (ie, the IEA, the OECD, the World Bank 

and UN bodies), the Energy Charter Secretariat  cooperates and coordinates with these organisations 

accordingly. 

 

An area that deserves particular mention, is the need to help 

investors cope with change. Policy analysis shows that many 

countries around the world have already kick-started the 

energy transition in their jurisdictions by introducing reforms 

to market rules and policy, legal and regulatory frameworks.  

The energy transition, however, will necessarily involve 

continued reform over an extended period of time. While 

Governments have the right to regulate,  there are 

principles that they can pursue and steps they can take in order to reduce uncertainty for investors 

and provide policies complimenting the ECT.  
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Contribution from the  Nuclear Energy Agency (NEA): 
 
The role of nuclear energy in mitigating climate change and offering sustainable, safe and affordable 

energy for emerging markets at a time when OECD countries such as France (Areva/EDF), Japan 

(Toshiba/Fukushima) and the United States are facing critical losses and risks in their nuclear energy 

industries. 

 

Recommendations and suggestions  

Given the need for affordable electric power that neither generates carbon emissions, nor poses 

any security of supply issues in both OECD and non-OECD countries alike, power generation 

from nuclear power plants is more indispensable than ever. Every energy scenario of the coming 

decades projects an increase in nuclear capacity to provide the dispatchable low-carbon power 

that is required to satisfy demand while reducing carbon emissions. This, however, requires 

establishing frameworks for the electricity sector that guarantee stable revenues over the long 

term for all low-carbon technologies in order to allow them to compete with fossil fuels on a 

level playing field. In its 2015 brochure, Nuclear Energy: Combating Climate Change, presented 

at COP21 in Paris, the NEA showed that a substantive increase of nuclear power generation in 

both relative and absolute terms is required if this ambitious objective is to be met. All OECD 

countries have adhered to the Paris Agreement, pledging to de-carbonise their electricity sector 

and keep carbon concentrations in the atmosphere at 450 ppm so as to limit the increase in global 

mean temperatures to 2° Celsius as recommended in the IEA two-degree scenario (2DS). 

The Share of Nuclear Power in Global Electricity in a 6-Degree and a 2-Degree Scenario 

 
Source: IEA/NEA, 2015. 

In terms of its impacts on air pollution, land use, human health and biodiversity, nuclear power 

regularly fares far better than fossil-fuel based alternatives for baseload electricity, especially 

coal. Nevertheless, in many OECD countries, nuclear power is currently under pressure. While 

only a small minority of countries has decided to phase out nuclear power for political reasons, 

economic conditions have deteriorated for baseload power plants in recent years, especially in 
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the United States and Europe. This deterioration affects the overall power sector, however, the 

challenge has become particularly difficult for nuclear power plants. 

These difficulties concern both the prospects for new nuclear construction as well as the 

economics of the existing fleet. Without some response to current market conditions, large 

numbers of nuclear power plants in liberalised markets, in both Europe and the United States, 

could be shut down in 10 to 20 years either because the owners are reluctant to invest in 

prolonging plant lifetimes or because normal operations no longer cover variable costs. While 

the situation is not equally dramatic in all OECD countries, and new plants are being built in 

France, Finland, Korea, the United Kingdom and the United States, a general slowdown in the 

construction and planning of new nuclear units can be observed. 

No single cause has led to this situation, but rather a number of factors have converged to worsen 

the economic perspectives for nuclear power. First, electricity prices are at their lowest level ever 

in the great majority of US and EU markets, reaching zero or even going negative in some cases. 

Currently, the revenues in electricity markets of OECD markets are insufficient to recover long-

term average costs in any generation plant, which has essentially frozen investment in new 

capacities. In some cases, revenues are even insufficient to cover the costs of fuel, operations and 

maintenance, leaving early closure the only economically viable option. The origins of such 

developments are linked to the deployment of large shares of subsidised renewable energies, 

stagnating or decreasing electricity demand and a decrease in the price of fossil fuels that 

followed the shale gas revolution in the United States.  

Second, stringent safety measures and additional upgrades required in response to the Fukushima 

Daiichi accident have also increased the overall costs for lifetime extensions. Improvements in 

bringing down the costs of operations, in particular in the United States, have not been sufficient 

to counterbalance these factors. 

Third, new nuclear projects in the United States and Europe have experienced severe cost 

overruns and construction delays that have undermined the confidence of investors and have 

increased the financial risk for new projects. NEA studies point to a lack of recent experience in 

most OECD countries in building nuclear power plants. In Europe and the United States, the 

complexity of building a new first-of-a-kind (FOAK) generation III power plant has been 

compounded by the loss of industry experience and capability in managing such large nuclear 

projects. In contrast, the experience accumulated in countries such as China, Korea and Russia 

has shown that new nuclear constructions can be built on time and on budget, as the construction 

of power plants in the United Arab Emirates also demonstrate. However, without consistent 

evidence that nuclear plants can be built on time and to budget, it will be difficult for investors to 

view future projects favourably. 

If nuclear energy is to maintain or even increase its share in the global electricity generation mix, 

a combined effort from public authorities, regulators and the nuclear industry itself is required. 
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First, to allow existing plants to continue operations, it will be necessary for policy decision 

makers to establish incentives that accurately value the contribution of nuclear power to carbon 

emission reductions, local environmental sustainability and the security of electricity supply. 

Many experts believe that carbon taxes are the economically optimal solution, but their full 

implementation may be politically challenging; zero emission credits (ZECs) or capacity 

payments for low-carbon sources are effective, alternative options. 

The Nuclear Energy Agency and others have shown that low-carbon technologies with high 

fixed costs of investment do not prosper in an environment of deregulated markets with risky 

prices. In order to foster new investment in low carbon technologies, nuclear power, of course, 

but also renewables, such as wind and solar PV, or hydroelectricity, governments and regulators 

increasingly resort to fixed-price schemes such as feed-in tariffs, contracts-for-difference or 

long-term power purchase agreements. This is where newcomer countries, countries in transition 

and non-OECD countries may have an intrinsic advantage over OECD countries where 

liberalised electricity markets are today an established part of the energy landscape. Having by 

and large remained with the model of a regulated electricity sector including guaranteed tariffs, 

their energy sector frameworks are often more favourable to low-carbon technologies such as 

nuclear than those of OECD countries, which are currently in the process of mapping a tortuous 

road back to the future.  

For nuclear new build to be successful, it is also essential to lower the overall costs and 

construction times, and to limit the uncertainty associated with the construction of new nuclear 

plants. The transition from first-of-a-kind (FOAK) to nth-of-a-kind (NOAK) projects in the 

construction of generation III/III+ plants will be vital. 

Nuclear power has unique qualities that make it an essential element of a modern, reliable, low-

carbon electricity supply. However, given the current challenges, all the relevant actors need to 

make a concerted effort to allow nuclear power plants to realise their contributions by rewarding 

them at their just value. 

 

This report was prepared by Mr Can Ogutcu from the International Energy Charter, he is responsible for providing 

policy support and other forms of assistance to countries interested in acceding to the Energy Charter Treaty and/or 

deeper engagement with the wider-Energy Charter Process. The World Bank Group and the Nuclear Energy Agency 

provided contributions to this report in light of their participation to the Energy Charter side event which took place 

on 12 October 2016 at the World Energy Congress in Istanbul. He can be contacted at can.ogutcu@encharter.org 

 

For further information, please contact the Energy Charter Secretariat on info@encharter.org. 

 

 
Energy Charter Secretariat 

Boulevard de la Woluwe, 46 

B-1200 Brussels, Belgium 

 

Mail: info@encharter.org 
Web: www.energycharter.org 

Phone: +32 2 775 98 00 
Fax: +32 2 775 98 01 
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