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A word from the
editorial team

The signs were obvious: the widening eyes and slight
quiver of the lips; my mother was flustered and at a loss
for words. The culprit? A simple question: “What is your
child studying at university?”
I was pursuing my M.Phil in Modern Middle Eastern
Studies at the time and my mother, an ardent believer in
professions, could not see where the professionalism lay
in that. Naturally, I resented her comments at the time,
but 20 years later, whenever I sit in front of a blank page
trying desperately to sound coherent, I wish I could just
go into an office or a clinic or a workshop or a lab and
be something, a carpenter or a doctor, or a lawyer or a
welder; anything where I know the parameters and can
work within them. Briefly, I wanted to think and work
“in the box.”
In truth however, there are no more boxes (see our
Deloitte Review article in the MEPOV Fall 2011 issue.)
The economy has changed, business has changed and
even spending has changed. Even the weather is
changing! Nowhere is this better highlighted than in our
featured articles in this issue of Middle East Point of View.
In their article on doing business with Chinese clients
Winning with China Inc., James Babb and Madeleine
Chen Todd specify that “business is business at end of
the day,” however, “when it comes to dealing with this
culturally and linguistically distinct group of clients,
most of whom are relatively new in working within
pre-defined international business protocols, it would
certainly help to understand the whys and hows of their
decision-making in order to form mutually beneficial
relationships that are built for success and built to last.”
In his article on finance institutions’ need to diversify
their income sources Rethinking the future, Umair
Hameed advises: “With regulators all set to introduce
new capital adequacy requirements and interest rates at
all-time lows (and projected to potentially dip further),
it’s a good juncture for finance companies to consider
a re-think of their corporate strategy and business
model, both in terms of sources of revenue as well as
sources of funding.”
Changes are also happening in both, the private and the
public sectors. Walid Chiniara, highlighting the need for
the succession planning for family businesses in his
article Acta est fabula, cautions: “[Family] businesses

enhance the common good by providing employment,
acting as a role model, producing required goods and
services, and creating wealth that extends beyond the
business family itself. Their contribution to society is so
great in fact that the prosperity of the Middle East can
be directly correlated with the presence of the family
business. For these reasons alone, in today’s
environment, failure of a family business is not an
option, but, with good succession planning, nor is it
inevitable.”
David Brazier writes about reduced public sector
spending in his article Virtue borne out of necessity? He
says: “The scale and speed of the change in the oil price
has had a clear influence on the fiscal landscape for
governments across the region. While the level and
immediacy of the impact varies, many have signposted
a recasting–or rethinking–of major investment programs
in infrastructure.”
The skyline in Qatar is also undergoing major
transformation as highlighted by Bilal Marroush in the
article Raising the ceiling of expectations. “There is no
doubt” he writes, “that Qatar is taking many steps
toward building a healthy economy with strong bases…
The country is undergoing a massive boom on different
fronts and all of this depends heavily on building and
sustaining a well-advanced infrastructure supported by
a mixed blend of a real estate market be it commercial,
residential, public and touristic and a broader vision to
transport the country to a different era that is promising
for its residents and the whole region.”
The Qatari development boom should be aided by new
laws enacted there as well as in Bahrain as explained by
Nick Witty in his article on the subject Trust me, I’m a
real estate developer. “During 2014,” says Witty “both
the Bahraini and Qatari Governments confirmed their
intentions to enact real estate development laws
intended to regulate market practice, thereby
strengthening their respective markets and more
importantly, promoting investor confidence.”
So whether you believe in boxes or not, I am sure you
will find this issue of our magazine very informative in
helping you map the way forward.
ME PoV editorial team
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China

With a growing number of Chinese multinationals
setting up shop across the Middle East, are we ready
to deal with a business partner whose culture is so
different to our own?
China’s insatiable demand for oil is said to be the driving
factor that kept crude oil prices in triple-digit U.S. dollar
figures for years, which in turn has added an estimated
US$1 trillion to the GDP of the GCC countries over a
10-year period (2003-2013)1. This surge in wealth has
led to growth opportunities across a broad range of
sectors such as real estate, transportation,
telecommunication and financial services, for both
Chinese companies and their Middle Eastern
counterparts. The aftermath of the global financial
crisis, uncertainties in some parts of the region, and

in particular, the recent unexpected sharp dip in oil
price have added a new dimension to the increasingly
interconnected bilateral relationship between two of
the most important emerging markets. Governments
across the Middle East now have a stronger incentive
than ever before, to leverage new sources of
investments in achieving social development and
economic diversification of their respective countries.
Whereas China, armed with US$3.3 trillion in reserves
and sluggish growth at home, is eager to turn its
reserves into productive assets overseas.
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Of course, business is business at end of the day; hence
the same commercial common sense applies regardless
of where the clients come from. However, when it
comes to dealing with this culturally and linguistically
distinct group of clients, most of whom are relatively
new in working within pre-defined international
business protocols, it would certainly help to understand
the whys and hows of their decision-making in order to
form mutually beneficial relationships that are built for
success and built to last.
Deal lifecycle with a typical Chinese client
It is important to understand that a typical onboarding
and buying process of Chinese clients usually takes
longer–with a more complicated scoping and
negotiating process–than what would usually happen
with a Western company.

Generally speaking, a Western company purchases
services in a fairly linear and straightforward manner: it
starts with certain needs being identified, then potential
work processes involved being scoped and agreed upon
internally, followed by this agreement on the scope of
the work being socialized before being crystalized into
a general Request for Proposal (RFP) or Request for
Information (RFI). After providers provide their
responses, the best or most suitable option is selected
to perform the work, with minor alterations based on
the negotiation process.
For Chinese companies, these steps along the buying
process are less clearly defined and less linear. The
clients’ needs would usually still be developing when
initial contact occurred. In order to secure a service
agreement, potential service providers not only have
to prove that they have what the clients need, but also
that the clients appreciate the benefit they gain from
being serviced in the first place. Therefore with Chinese
clients, the RFP or the whole buying process is usually
less formal.

Relationship building and management

Know your
customer
- Sales
environment
- Decisionmaking
hierarchy

Client’s needs
redefined

Making the
initial contact

Client’s needs
identified

Contracts
signed

Service provider’s
scoping of clients’
needs culminating
in initial proposal

Getting
paid

Initial proposals
evolve into a series
of increasingly
specific proposals

Repeated
projects

Patience
Communication: language
Guanxi

Handling rejection

Mianzi
Making compromise
Following up:
friendship building
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China

In this process, negotiation could potentially take
more turns than expected given the double efforts
involved to:
• convince the Chinese clients of their need for services;
• define the need in a mutually agreeable manner, that
eventually gets crystallized in a written, structured and
enforceable contract. Given the competition involved,
it could get infinitely more complex with lesser-known
competitors trying not only to outperform but to
impose their own version of the agenda on the
process.
These convolutions might have contributed to the
notoriously lengthy sales process that is popularly
associated with Chinese clients. While it might be the
case, potential service providers are in fact left with
more leverage in their reserve to influence and
implement what they believe to be the best solution
for their clients and for themselves. There is more room
to maneuver when it comes to contract negotiation;
oftentimes those who helped define the work needed
will be asked themselves to perform the scope of the
work they helped identify. Credit won with particular
Chinese clients during this lengthy process will also likely
go a long way down the road, leading to faster, easier,
and repeated project wins with the same client.
The importance of trust in a relationship
This distinct process further reinforces the premium
attached to trust and loyalty with this particular group
of potential customers, as well as the ability to earn it
with the right partners throughout this process.
Guanxi and Mianzi
Guanxi and Mianzi are two of the most important terms
to appreciate when it comes to working with Chinese
clients. They operate as a backdrop against which
business interactions operate and flourish.
Contrary to public perception, Guanxi (a.k.a.
‘connection’) is not your typical nepotism fraught with
bribery and corrupt practices of trading authority with

Chinese clients are more likely to
engage a service provider–repeatedly–
if they feel there is Guanxi with the
provider, which signifies a mutually
acknowledged relationship built
upon reliability and trust
perks. In a business setting, it refers more to a deep and
sustainable relationship that qualifies one as part of the
inner circle, i.e. someone with the status of a confidant.
Chinese clients value long-term relationships and prefer
to do business with those they know, those they sense
a personal connection with, those they feel comfortable
entrusting their money with, those they could count on
beyond the immediate transaction.
As a result of this cultural preference and expectation,
Chinese clients are more likely to engage a service
provider–repeatedly–if they feel there is Guanxi with
the provider, which signifies a mutually acknowledged
relationship built upon reliability and trust.
Mianzi (a.k.a. ‘face’) could be loosely understood as
dignity and pride, which feature significantly in Chinese
culture, particularly that pertaining to a public setting
such as a business/social environment.
Mianzi is of utmost importance to any Chinese client
with a sense of self-value who wishes to command
respect in a socio-political-economic setting. It explains
motivation behind countless seemingly absurd and
counter-intuitive decisions made by rather rational
dignitaries of the Chinese business community.
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One is often advised to exercise cultural sensitivity and
precaution in situations where Chinese clients’ Mianzi
might be at stake. A rule of thumb is always be mindful
of potential acts that would likely be associated with
causing public humiliation on the part of your Chinese
counterpart, such as perceived abruptness when turning
down an invitation to socialize or challenging a senior
executive’s idea in front of subordinates.
Elements of trust-building
Patience
It is rare for a Chinese client to jump into serious
business discussions when meeting someone for the first
time, which is particularly the case with the more senior
management/C-suite executives. Losing patience, even
in a private setting, would be interpreted as an insult
and reflect very negatively on oneself. Clients need to
feel that one cares about their business before
discussing and entrusting mega-transformational
projects to that person/company.

Successful communication starts with
listening. This applies universally but
particularly rings true for Chinese
clients.
Communication
Successful communication starts with listening. This
applies universally but particularly rings true for Chinese
clients. They tend to have a stronger penchant to codevelop and redefine their specific needs of service and
scope of work with potential service providers. It would
be unwise, and to some extent disrespectful, to dive in
responding to a particular RFP or RFI without having
taken into account the clients’ actual situation and real
intent.
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Handling rejection
Given the Chinese reluctance to turn down a
proposition in an outright manner, many of the
rejections come in the form of subtle pushback or
stalling tactics. One should acknowledge it as what it
is–the fact that your proposition does not resonate with
them. However, this does not necessarily mean the end
of the negotiation process. The last thing one should
do in this scenario is simply walk away. The point to
note is to stay composed–acknowledge the clients’
dissatisfaction, reassess flaws in previous propositions,
and re-engage the client with alternative or enhanced
options.
Making compromise
Chinese clients appreciate a level of sophistication
in deal negotiation. They respect counterparts who
understand the subtleties and strategic thinking, not
unlike a chess player's moves--losing a battle to win
the war. One thing to bear in mind is that irreconcilable
differences for the Chinese are indeed extremely rare.
Disagreements, no matter how severe they appear in
form, are manageable as long as one is clear about the
client's position and vision; and when situations arise,
one is willing to show courtesy and sincerity in a shared
long-term partnership by making concessions on
matters deemed less crucial.
Following up: continuing friendship building
For a business culture heavily influenced by personal
relationships, there are ultimately two scenarios where
Chinese clients are willing to pay a premium for services:
1) out of absolute necessity (usually a result of
regulatory pressure and/or investigation), and;
2) in anticipation of great future business/friendship
value as a result of mutual collaboration. Following
up with continuing friendship building is a genuine
investment in a long-term relationship; this is what
Chinese clients essentially appreciate, and are
eventually willing to pay for.

China

Dealing effectively with the right partner(s)
Chinese companies tend to be complicated entities
with dynamic inner checks and balances, as well as an
intricate web of stakeholders that need to be managed,
to ensure a mutually satisfactory bilateral relationship
that’s built to last.
Among the myriad stakeholders, it is essential to know
how to work with at least three types of them: the
decision-maker, the sponsor, and the friendly coach
and/or referral contact.
In order to maximize the trust-building impact, one
should be able to address these three types of partners
appropriately with equal importance. A decision-maker
is the ultimate wallet-holder and gatekeeper; his
priorities and preferences should be studied, analyzed
and fully taken into consideration when structuring any
deal. The sponsor is the one person with a direct vested
interest in making the deal a success, as much as the
service provider. His pressure points should be noted
and his limits understood; a mutually agreed future
vision and appropriate approach towards realizing that
vision should be fully explored and decided upon. The
coach/referral contact is the cultural reference point, the
eyes and ears of the external service provider; his relative
independence could serve as an ideal sounding board
for service providers to retain their sense of objectivity
and direction.
In other words, respect the decision-maker, work closely
with the sponsor, and befriend the referral contact.
Never neglect any party as they all play indispensable
roles in making any project a success.
Lastly, it is prudent to understand all these culturally
relevant elements in the context of a relationshipbuilding and management process. They serve to

Chinese companies tend to be
complicated entities with dynamic
inner checks and balances, as well as
an intricate web of stakeholders that
need to be managed, to ensure a
mutually satisfactory bilateral
relationship that’s built to last
facilitate business interactions throughout the deal
lifecycle, which help create a lasting and fruitful business
collaboration for a lifetime. However, it would be
counter-productive to overanalyze any specific element.
Chinese clients are increasingly more savvy and receptive
of international protocols when it comes to dealing with
foreign business partners. They are pragmatic. If there is
genuine business rationale behind a deal, they will do
everything in their power to ensure that it will be a
success.
by James Babb, partner, Clients & Industries and
Madeleine Chen Todd, manager, Chinese services
desk, Deloitte Middle East

Endnotes
1. HSBC Report: What a globalizing China means for Africa and the
Middle East, 2014
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Finance companies

Rethinking
the future
Stricter capital requirements and low interest rates
are impacting the Gulf region’s finance companies
that are now seeing the need to re-evaluate their
corporate strategy and business model.
Although the United Arab Emirates financial sector’s
net profits grew by 14 percent in 2013 and has had
its credit rating raised from negative to stable by
Moody’s1–a rating that has been maintained for 2014–
there are concerns that new regulations to be issued by
the Central Bank of the UAE (CBUAE) in line with
international best practices such as Basel III, may end up
constraining the activities of certain types of financial
institutions.

Some are likely to be impacted more than others…
While established banks may have the adequate capital
needed to meet the revised requirements, finance
companies that are generally independent and primarily
focus on lending activities, are likely to face some
difficulty in raising the additional capital needed to meet
these requirements. Unlike banks, finance companies
are often limited by their ability to accept retail deposits,
which reduces their overall asset base, thereby
restricting their access to “cheap” sources of funding.
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A reluctance on the part of some existing shareholders
to inject more capital into a given finance company
further exacerbates the capital challenge being faced
by these institutions.
Revisiting the funding channels
As consumer borrowing increases across the region,
a number of finance companies have limited capacity
to grow their loan books and, with constraints on their
ability to accept deposits as mentioned above, they end
up leveraging their existing capital. Once the leverage
limits are reached, the finance company then becomes
compelled to either maintain its loan book or seek
alternative ways to increase its capital base in order
to leverage and lend.
A natural option to increase capital is through a
shareholder injection. But what about finance
companies whose existing shareholders are unwilling
to increase their capital? How do such finance
companies look to raise funds and what should their
strategy be to overcome this funding imperative?
One possibility is for potential tie ups with banks that
have excess capital available, with a view to provide the
bank with an equity stake in the finance company in
return for additional funding. This also allows the
acquiring bank to diversify its overall exposure, at the
same time providing an alternate source of much
needed capital for the finance company.

If one critical aspect of a finance
company’s business model is to ensure
that it continues to have adequate
funds to lend, then another would be to
have sufficient lending activities to build
the revenue stream
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This trend is becoming increasingly prevalent in markets
such as the Kingdom of Saudi Arabia, where regulations
limit direct access to the local market for foreign
financial institutions. A leading UAE-based Islamic
Bank recently acquired an equity stake in a Saudi-based
finance company with a view to gaining access to the
Saudi market while at the same time providing this
particular finance company with much needed funding
to sustain and grow its business in its home market.
Feeling the pinch of low interest rates
If one critical aspect of a finance company’s business
model is to ensure that it continues to have adequate
funds to lend, then another would be to have sufficient
lending activities to build the revenue stream. With
interest rates close to all-time lows, the return on
existing capital for most financial institutions is
correspondingly low due to the subsequent reduction
in the net interest rate margin. In contrast to established
banks that generally offer a broad range of financial
products from which they earn their income, the finance
companies have been hit much harder, as they have
smaller lending books to begin with and offer only a
limited range of products. Some finance companies are
also finding it increasingly difficult to generate adequate
revenues to sustain their existing businesses, let alone
turning a profit.
While the problem appears to be relatively
straightforward, the solution may not be as simple as
it requires a fundamental re-evaluation of the finance
company’s existing strategy and business model. Finance
companies need to start evaluating different options to
safeguard future growth and generate enough revenue
to sustain their business.
The need to diversify income sources
Finance companies need to find avenues to diversify
their income sources away from conventional lendingbased activities and towards more fee-based products
and services. In fact, some of the largest banks in the

Finance companies

UAE have been proactively diversifying their revenue
streams for some time now and have managed to
increasingly generate more fee-based income alongside
the conventional lending-based income, in certain cases
increasing their non-interest income steadily by around
10 percent per annum while interest income increased
by 2.5 percent year-on-year over the last four years.
While an increasing number of banks have been
proactively seeking ways to diversify their revenue
sources and continue to do so, finance companies have
generally been slow to respond. It is only now that some
finance companies have consciously initiated the process
of re-evaluating their corporate strategy and embarked
on journeys to diversify their revenue streams.
One example is a prominent UAE-based finance
company that was seeking to identify different revenuegenerating opportunities that it could potentially
consider diversifying into with a view to increasing its
fee-based income. At the same time, from the finance
company’s perspective, it was vital to balance the
competing interests of its stakeholders and avoid any
risks of cannibalization to its existing product offering
that the diversification initiative may bring about.
As such, a comprehensive market analysis was conducted
and multiple business opportunities identified for
diversification of revenues. Each of these opportunities
was systematically evaluated to complement, rather
than cannibalize the company’s existing product
offering, whilst at the same time be relatively easy to
integrate within its existing operating model. A detailed
financial analysis was also conducted to narrow down
a set of four different service offerings which could
potentially yield gross profits in excess of 30 percent
while limiting the associated increase in total operating
costs by just under 5 percent.

The finance companies that make the
right strategic choices are likely to be
well positioned and continue to benefit
from the growth opportunities
presented in this region
Better late than never…
With regulators all set to introduce new capital
adequacy requirements and interest rates at all-time
lows (and projected to potentially dip further), it’s a
good juncture for finance companies to consider a
re-think of their corporate strategy and business model,
both in terms of sources of revenue as well as sources
of funding. A failure to do so may potentially put the
finance company at risk of regulatory noncompliance,
associated reputational harm and even a gradual
standstill of operations due to a lack of funding and
adequate revenues.
The finance companies that make the right strategic
choices are likely to be well positioned and continue
to benefit from the growth opportunities presented
in this region.
by Umair Hameed, director, Monitor Deloitte,
Middle East
Endnotes
1. Financial Stability Report issued by the Central bank of the UAE
in June 2014
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Family business

Acta est
fabula
The family business structure has been a key
factor in the unprecedented growth in material
prosperity that we have experienced so far in the
Middle East North Africa region. Such businesses
enhance the common good by providing
employment, acting as a role model, producing
required goods and services, and creating wealth
that extends beyond the business family itself. Their
contribution to society is so great in fact that the
prosperity of the Middle East can be directly
correlated with the presence of the family business.
For these reasons alone, in today’s environment,
failure of a family business is not an option, but,
with good succession planning, nor is it inevitable.
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History books are littered with names of people who
have left a legacy, be it good or bad. Whether taken to
mean the transfer of one’s values and beliefs or the
more materialistic definition of leaving assets, legacies
invariably aim to benefit one’s family or society as a
whole.
Similarly, most business founders aspire to leave a legacy
in the form of the continuation of the family name. The
onus rests on the heirs and successors to support and
maintain this legacy. Asking the successors what this
entails, and whether they know what the family name
actually stands for invariably reveals conflicting
viewpoints. And as always, there are two sides to
every story.
Ask the legatees why they are uncertain about carrying
on the family legacy and you will undoubtedly get at
least one of the following answers: our parents take us
for granted, our parents fail to listen to us, or our
parents live in their own bubble.
Ask the founders why such a mismatch in expectations
exists, and inevitably the response will be one of the
following: our children do not appreciate the suffering it
took for us to reach this stage, “the West” has polluted
our children’s minds with gadgets and so-called
“modernization” or “our children have other priorities1.”

Leaving a legacy is more than
bequeathing the ownership of a family
business to one’s successors and
expecting them to carry on the family
name
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While there is often merit to the arguments of both
sides, part of the role of Family Governance is to
help bridge this divergence and encourage better
understanding between the generations. Often, the
unavoidable generation gap between the founder
and successors is blamed, but fundamentally, there
are much larger issues at play.
“For the world has changed - and we must change
with it”2
Leaving a legacy is more than bequeathing the
ownership of a family business to one’s successors and
expecting them to carry on the family name. While it is
invariably true that the founder has invested a significant
amount of his own time and energy into the business,
he has undoubtedly had to make sacrifices along the
way, ultimately, to provide his family with a comfortable
standard of living as well as leaving behind a more
intangible legacy. But it is essential that certain “tools”
are provided to the successors to enable them to
perpetuate this same wealth and legacy, otherwise the
legacy itself becomes a burden, and risks dying shortly
behind its founder.
In this regard, it is important to understand that
succession planning and estate planning are not the
same thing. Estate planning is the process of
anticipating and arranging (during one’s own lifetime)
the disposal of one’s estate in the event of
incapacitation, or passing. It provides a structure that
determines the inheritance that will be received by the
heirs and other legatees.
Succession planning, on the other hand, extends
beyond the distribution of tangible assets and is more
the process of ensuring the orderly transition of the
management and ownership of a business to the next
generation. Essentially, succession planning is the

Family business

handover period from the founder to his successors.
A handover period is common practice in many
scenarios, be it the sale of a business, the change of
employees or the appointment of a new president.
The vendor of a business will normally continue to be
involved for some months, or years even, after the sale
to ensure the smooth transfer and continuity of the
business. He invariably retains a sense of pride as well as
a financial interest in the future success of the business,
and so may provide commercial or operational support
and assistance, as well as passing on existing business
relationships.
Upon the departure of any member of the personnel
in a family business, there will almost certainly need to
be a handover period. Be it the long-serving and loyal
factotum who is leaving, or a highly skilled senior
manager, it is recognized that they both need to hand
over the know-how they have acquired and the
relationships they have built to their successor.
These examples beg the question of why it should be
any different upon the departure of the founder, upon
the “gifting” of the business. The right answer is that
it should not be any different. Yet, unfortunately, the
intrinsic elements of succession planning and the
handover are often systematically ignored when
handing over the family businesses to the next
generation. While inheritance matters are usually
accounted for in the form of the distribution of tangible
assets such as company shares, real estate, private jets
and art collections; the management of a business and
the distribution of the intangible assets (experience,
leadership, vision, etc.) are left to fate.
This is a cause for concern, particularly when
considering the business landscape in the Middle East
in which families dominate the business sector with

Demographic trends point towards
the fact that in the Middle East, the
first cohort of founders who have so
far created successful empires are
now approaching retirement age.
Succession planning is a critical
challenge for the region’s business
families.
over 85 percent of privately held businesses being
family-owned or controlled. Such families therefore
have a significant role to play in relation to the region’s
economies, investment environment and job market.
Demographic trends point towards the fact that in the
Middle East, the first cohort of founders who have so
far created successful empires are now approaching
retirement age. Succession planning is a critical
challenge for the region’s business families.
If it is to be successful, the founder must see succession
planning as a priority, to be dealt with alongside (not
instead of) lucrative business deals. It is not something
to put off until a quieter or more convenient day. The
founder, used to being indispensable, needs to begin to
implement a strategy to prepare the next generation
“champions” to step up to the mark. If successful, this
strategy should see the founder manage himself out of
the leadership role into more of a consultant role. This
transition provides an opportunity for the founder to
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impart his tacit knowledge and experience of the
business onto the successor and ensure that all parties,
himself included as well as other family members,
employees, customers, suppliers and stakeholders are
at ease.
Just as the founders have invested in their business, it is
their role to invest in its human capital as part of their
duty to the business, its people, the family, and to
society at large.
“The best time to plant a tree is twenty years ago. The
second best time is now”3
The ability of a family business to survive is largely based
on its capacity to produce sustained and high-calibre
leadership over time. Founders cannot wait passively for
the future to manifest itself; they must craft the future
by investing time, thought and planning in order to
ensure the quality and continuity of leadership talent.
While patriarchs grapple with the idea of letting go,
they should realize that a new generation of extremely
qualified men and women, these next generation

Just as the founders have invested in
their business, it is their role to invest in
its human capital as part of their duty to
the business, its people, the family, and
to society at large
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champions, are ready and able to take the reins.
It is the responsibility of a patriarch and of his advisors
to identify and select these champions. Additionally,
there is an equally important onus on the chosen
champions to show willingness to take over the business
and its responsibilities and demonstrate that they are
capable of so doing. It is a reciprocal relationship and
all parties have a duty to be intimately involved in the
process.
These next generation champions ought to see
themselves as “works in progress” in terms of their
learning and development, while the patriarch and the
rest of the family must provide them, now and in the
future, with the appropriate support and resources. A
champion with the desire and inclination to take over
the family business must actively seek to evolve and
progress on a personal level in order to have a positive
effect on the business. Champions must arm themselves
with the required competencies and skills to be credible
within the business and beyond and be able to
demonstrate their added value.
These key competencies and skills go beyond any formal
education. A university degree or an MBA, while still
desirable, is no longer sufficient in isolation if the family
legacy is to live on in the business. The champions need
to advance themselves beyond what can be achieved
from education alone.
The Champions have a responsibility to invest in
themselves to ensure that they have obtained the
requisite Education, Training and Development in
anticipation of their career within the family business.
More importantly, they must continue to invest in
themselves to hone and add to the relevant skills

Family business

throughout their career. It is the duty of their
predecessors, the founders, to trust in them, to have
faith in them and consequently to empower and
support them in these endeavors. For after all, they
are the future.
“Men at some time are the masters of their fates: The
fault, dear Brutus, is not in our stars, but in ourselves,
that we are underlings”4
The present-day business environment is constantly
evolving. The rapid growth of emerging technologies,
a demand for more social responsibility, greater
expectations from employees, suppliers and stakeholders,
not to mention fierce international competition make
the market very different to what it once was.
Founders cannot merely give their successors a template
to follow. They should instead build a framework which
gives them the tools, flexibility and support to enable
them to succeed. Today’s boys and girls, the next
generation, are not clones of their successful parent;
they are entitled to live their own dreams and to drive
their own life experiences. We need to recognize that
after the transition to the next generation, the
champion is more than a mere steward, he, or she,
has responsibility for the sustainability of the family
business, both for the benefit of the rest of the family,
but more critically, to society as a whole.
Today the sustainability of the family business is more
far-reaching than estate planning or the continuation
of the family name as the legacy, it is a moral obligation
that cannot be left to destiny. As such, the table below
highlights the way forward for each of the players
within the business.

Today the sustainability of the family
business is more far-reaching than
estate planning or the continuation
of the family name as the legacy, it is
a moral obligation that cannot be left
to destiny
The way forward
Founders/Patriarchs/
Matriarchs
1. Recognize that the
world has changed.
2. Trust the next
generation champions.
3. Respect and take stock
of any differences of
opinion.

Next generation
champions

Executives within the
business

1. Live your dreams.
2. Act as the first
generation
entrepreneur.
3. Work relentlessly in
pursuit of excellence.

1. The interests of the
family you serve always
come first.
2. Listen and put reason
before emotion.
3. Communicate and
always tell the truth.

by Walid S. Chiniara, partner, Deloitte Private,
Middle East
Endnotes
1. Based on personal interviews.
2. Barack Obama, Inauguration Speech, January 20, 2009.
3. Chinese proverb
4. William Shakespeare, Julius Caesar, Act I, sc. 2
Acta est fabula: “The play is over” Emperor Augustus’ last words.
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Funding government projects

Virtue borne
out of necessity?
The sharper focus on public sector spending across
the region–brought about by reduced oil prices–may
provide the stimulus needed to drive change in major
procurements and, in the longer-term, support
governments in broadening the regional economic
base and securing a range of other benefits.
The scale and speed of the change in the oil price
has had a clear influence on the fiscal landscape for
governments across the region. While the level and
immediacy of the impact varies, many have signposted
a recasting–or rethinking–of major investment programs
in infrastructure.
Reducing the capital allocated for essential projects
carries risk. Lack of investment leaves unmet the need

for economic infrastructure to create jobs that would
in turn help steer economies away from a reliance on
natural resources. In addition, real and unmet demand
in areas of social infrastructure such as housing, health
and education goes unaddressed. Tightening budgets
generally across public services has the potential to
exacerbate another challenge commonly experienced
in the region, that of the effective whole-life
maintenance of existing public assets.
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In an environment of strong
government revenues, the headline
pressures to consider alternative
delivery and financing models for
infrastructure projects and services
is reduced
Growing public demand for increased demonstrable
accountability for public spending serves to place
governments and agencies across the region more
strongly in the spotlight as they respond to these
complex and often competing pressures.
The greater and more effective use of the private sector
in the design, delivery and, potentially, financing of
public sector projects and associated services is a
declared key long-term objective for many governments
across the region. In Saudi Arabia for example, the
Kingdom’s privatization strategy that dates back nearly
two decades, envisages a broad spectrum of options
to execute the transfer, ownership or management of
public enterprises, projects and services. Its imperative
is reinforced in the rolling National Development Plans
and also in sector-specific plans and strategies, each
with their own nuances and objectives. The National
Transportation Strategy for example, recognizes that
while the provision and financing of the roads network
will be a public sector responsibility, reducing
government involvement in tasks that can be more
effectively delivered by the private sector and
rationalizing existing pricing and cost recovery schemes
are important objectives. Many such strategies across
the region seek to promote the engagement of the
private sector without the ultimate loss of control of
the assets by the public sector.
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Different approaches to implementation have been
adopted. Jordan, Kuwait and Egypt for example have
established dedicated units to foster partnerships with
the private sector. There are no established parallel
bodies in some jurisdictions such as any of the Emirates.
The overall approach in Saudi Arabia, which also has no
central partnership body, has been to empower the
agencies and ministries within different sectors to adopt
and advance the privatization imperative at a pace and
on a route that were largely self-determined. The
effectiveness of this approach has depended largely on
the drive and appetite of individual organizations (and
often, in reality, the individuals within them) and access
to the required skills and capacity. In many cases the
constraints, real or imagined, of the standing
procurement regulations have acted as an impediment
to accessing the expertise required to innovate. Further
hurdles to clear have been establishing effective tariff or
revenue structures that are clear, equitable and, critically,
bankable and achieving this in an environment with
often opaque subsidy arrangements.
The resulting picture is mixed. The maturity and appetite
for the use of non-traditional contracting models
amongst commissioning clients is variable between
sectors within individual countries and also between
the same sectors across different geographies. A direct
consequence of this variability is a lack of consistent
maturity in the available providers, funders and direct
investors. These issues become self-perpetuating as the
lack of credible local expertise and resources, and the
resultant perception of “offshoring” government assets
and services, can create a further and real disincentive
to the use of different procurement models.
A number of major transport projects, such as the
passenger line between the Holy Cities of Makkah and
Madinah and the proposed cross-Kingdom freight
landbridge in Saudi Arabia and the Mafraq-Ghweifat
highway in Abu Dhabi were considered for private
finance, adopting models proven in many other areas of
the world, but were ultimately funded by governments.
In sectors such as water, while private funding of
projects has been used relatively extensively historically,

Funding government projects

there has been some backing away from this approach
over the recent past in some jurisdictions.
In an environment of strong government revenues, the
headline pressures to consider alternative delivery and
financing models for infrastructure projects and services
is reduced. The original impetus for Public Private
Partnerships (PPP/P3) and other similar models often
reflected fiscal pressures on governments (the United
Kingdom’s original Private Finance Initiative (PFI) from
which many of the current models have evolved, for
example, was driven by a wish to reduce the country’s
short term public sector borrowing requirement.) This
can serve, however, to obscure the broader benefits that
alternative approaches, appropriately configured and
delivered, can achieve. In the regional context it is
through some of this wider set of benefits that perhaps
the most valuable and sustainable advantages of
alternative procurement models with a greater private
sector role could be seen.
Some of the advantages are well rehearsed, at least
in theory, and include increasing the certainty of
project timetables and cost outturns and providing the
opportunity for maximizing the socio-economic benefits
of the investment. These benefits are both at projectspecific level, through economic multipliers, and also
at the macro level, through improving the efficiency
of national economies and enhancing their
competitiveness. Commissioning agencies can use the
greater sophistication of alternative models to contract
on a basis that best reflects the value that they place
across the spectrum of their objectives. These include
the level of local value retention and the employment
of nationals.
The cost of capital for governments will continue to
remain lower than it is for private investors or funders.
This, however, should be only one element of the
financial consideration. A properly considered Value for
Money assessment of a PPP or privately funded scheme
considers cost holistically and on a risk adjusted basis.
This reflects the greater opportunity for innovation and
integration efficiencies provided through contracts
based on performance outputs compared to
prescriptive, input-based specifications. Critically, it also

The direction of travel for many
governments across the region is
for the greater and more strategic
engagement of the private sector
in services and asset provision
reflects the quantification of the risk that is transferred
away from government–a cost otherwise borne by
government but often not reflected. As many
governments move their focus from building new assets
to maintaining them, the locking-in of a responsible
private partner provides not only risk transfer but also
the further benefit of certainty of operating
performance and predictability of cost.
The direction of travel for many governments across the
region is for the greater and more strategic engagement
of the private sector in services and asset provision. To
achieve this requires upfront investment, to build the
skills and capacity of government’s own teams and also
to build the confidence and capacity of the supply
market at a local level.
Governments across the region are not necessarily
facing the same financial imperatives faced by the likes
of the United Kingdom at the outset of its PFI program.
It may be, however, that the greater focus on public
spending brought by the changed regional fiscal
environment will provide the kickstart that is needed
to accelerate the progress towards better use of the
private sector. In making this small enabling investment,
governments will realize wider and more sustained
advantage than could be achieved through a “business
as usual” approach.
by David Brazier, director, Infrastructure & Capital
Projects, Deloitte Corporate Finance Limited (regulated
by the Dubai International Financial Center)
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Raising the ceiling
of expectations
Qatar’s real estate and construction era

Qatar

Qatar is one of the world’s fastest growing
economies. Once dependent on fishing and pearl
hunting, the country has recently assumed a very
advanced position among the leading international
economies with the highest per capita in the world
at over US$94,744. Also, Qatar has known one of
the fastest demographic growths in the world with
the population quadrupling in the last 13 years.
Projections show Qatar could easily increase from
a population of 2.3 million in 2014 to 2.8 million
by 2020. The drastic transition and expected
development have cast certain needs to develop the
real estate sector ushering in a new construction era.

Real estate surpasses energy
During the last decades, development in real estate
infrastructure projects – residential, commercial and
industrial – has been a major pillar in the country’s
economic development through facilitating the
movement of goods, services and people. But the
country has been careful not to impact negatively on
its heritage and traditions, and has kept Qatar’s history
present on the margins. A visitor to Qatar is encouraged
to visit the Pearl, Katara and Souq Waqif, mega projects
that have been launched in the past couple of years and
which are great examples of how the real estate
development is heavily inspired by the culture of Qatar.
Winning the right to host the FIFA World Cup in 2022
and the implementation of the Qatar National Vision
2030 plan have greatly unleashed the potential in the
country over the next decades and as such investments
are expected to intensify and boost real estate
development. This was also the major drive for the
government’s investment in a diverse range of sectors
including healthcare, education, tourism and financial
services to ensure that recent gains can be sustained
over the long-term. The Qatari government is conscious
that the surge in investment in the real estate sector to
accommodate the fast growing population and the
expected number of visitors during the World Cup
championship should provide long-term returns.

Winning the right to host the FIFA
World Cup in 2022 and the
implementation of the Qatar National
Vision 2030 plan have greatly
unleashed the potential in the country
over the next decades and as such
investments are expected to intensify
and boost real estate development
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Accordingly of paramount importance is having a future
vision and the parallel investments in world-class
institutions, such as Qatar foundation, which is
becoming a hub for popular universities that would
eventually attract students from the region and abroad.
There is also an increasing focus on building medical
centers that are considered unique in specialization and
experience, notwithstanding the fancy and spectacular
designs of museums, malls and other touristic sites.
Revenues from natural resources are used to fund the
real estate sector, which in turn will be one of the pillars
in supporting all the other sectors. This will help in
diversifying the economy and reducing reliance on
natural resources–that would in turn protect the country
from adverse market instabilities, creating jobs and
opportunities for the next generation and supporting
long-term wealth and viable development. The
International Monetary Fund (IMF) projected that
growth in Qatar’s non-hydrocarbon sector will range
between 9-10 percent over the medium-term, while the
hydrocarbon sector is projected to grow between 1.13.5 percent within the same period.
Despite the great efforts that are being deployed to
enhance this sector, there are still certain challenges that
the government is closely monitoring. The shortfall of
residential units is one of the top concerns since
bridging the supply/demand gap would require much
time and might therefore affect availability for the
coming couple of years. This would lead to increasing
pressure on rental costs and, in turn, possible
inflationary repercussions. The Qatar Central Bank’s
(QCB) quarterly update of 2014 real estate price index
(REPI) confirms that the country’s real estate market
prices are on the uptick. QCB’s REPI has reached a
record 253.8 points in September 2014, up 42.1
percent compared to 178.6 points a year ago. While the
overall index grew by 42.1 percent year-on-year, market
reports suggest the land prices have significantly
increased over the past several months.

Qatar

The construction flurry
The growth of the real estate sector has driven a
construction boom in the country. Qatar’s capital city,
Doha, is undergoing the fast-paced construction of
modern towers for leisure, residential and commercial
use, with ancient and restored edifices also forming part
of the country’s inner structure. The noise of heavyequipment is becoming very familiar to the residents.
Arguably, Qatar might be accommodating a record
number of construction machines and equipment as
compared to the spatial area of the country. Almost all
projects are undertaken from scratch on new and
reclaimed land. Such projects include Westbay, Pearl
Qatar, Lusail City and the new airport. With plentiful
financial resources available, the country is investing
heavily in new technologies and alluring architectural
innovations.
One certainly cannot write about mega-projects without
throwing a glance at the numbers to well illustrate the
enormous scale of development. The government has
committed to spending a significant amount to get the
country ready for the prestigious World Cup
tournament, to be invested in a blend of state-of-the-art
stadia, hotels, infrastructure and other amenities. In
April 2014, Hamad International Airport opened. With
six times as much capacity as the old airport, it is
currently able to cater for around 25 million passengers,
a figure that is expected to double upon completion of
phase two. Another huge project is Lusail City; with a
development cost of US$18billion, the city will measure
around 38 square kilometers and would house up to
200,000 people. This–in addition to other projects
(Mushaireb City, Doha Metro, Energy City and many
others)–is nothing but a great inspiration for a brighter
future for the country.
It is worth mentioning that with such a large-scale of
construction projects, numerous challenges stand out.
Economic development and protection of the
environment are two concerns, neither of which should
be sacrificed for the sake of the other. Development
patterns can, and often do, have negative effects on the
natural environment yet the country is actively
considering the impact of this matter by seeking
alternatives that would have the least damage possible.

There is no doubt that Qatar is taking
many steps toward building a healthy
economy with strong bases; expatriates
and nationals have a common interest
to succeed and are determined to work
hand in hand for a better future
This goes from equipment selection, technology that
would help in reducing the power consumption in
addition to proper water treatment and other
environmentally friendly tools.
Other challenges can be summarized by the ability
to secure raw material, such as steel, reinforcement,
aggregate and cement, those are major concerns,
especially with adverse price escalation that may further
drive inflation. Another significant element is manpower.
Qatar’s construction market will require a considerable
work force, and the lengthy process of recruitment
coupled with the availability of the right skills might
pose some delays in project completion dates.
The transformation
There is no doubt that Qatar is taking many steps
toward building a healthy economy with strong bases;
expatriates and nationals have a common interest to
succeed and are determined to work hand in hand for
a better future. The country is undergoing a massive
boom on different fronts and all of this depends
heavily on building and sustaining a well-advanced
infrastructure supported by a mixed blend of a real
estate market be it commercial, residential, public and
touristic and a broader vision to transport the country
to a different era that is promising for its residents and
the whole region.
by Bilal Marroush, principal, Audit, Deloitte
Middle East
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Trust me, I’m a real
estate developer
It is widely accepted amongst real estate professionals
that the Middle Eastern property markets are less than
transparent and have typically been administered under
contract law as opposed to any real estate specific
legislation. That is, until now.
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Real estate

During 2014 both the Bahraini and Qatari Governments
confirmed their intentions to enact real estate
development laws intended to regulate market practice,
thereby strengthening their respective markets and more
importantly, promoting investor confidence.
In Bahrain, Law 28 of 2014 was enacted with effect
from 7 August 2014 and requires developers to comply
with the provisions of the Law by 7 February 2015.
Meanwhile Qatar’s Real Estate Development Law was
published in the Official Gazette on 7 April 2014 and
came into effect on 7 October that same year.
Both pieces of legislation bear similarities and
differences that are reviewed in further detail below.
Application
Law 28 applies to real estate development and the
sale of units which, in theory if not in practice, requires
anyone building a single unit for subsequent disposal

to be registered and comply with the Law. Conversely
in Qatar, Law 6 of 2014 specifically defines real estate
development as “the construction of multi-storey
buildings or complexes for residential or commercial
purposes for the off-plan sale of units” and affects not
only developers but contractors and vendors.
Licensing developers
Both countries require the developer to obtain a license
before commencing works, although both have
different requirements that need to be fulfilled to secure
licensing. For example, in Bahrain the developer must
demonstrate a right to develop the land and deposit
20 percent of the estimated project value with an
escrow agent. There are no such requirements in Qatar,
however, the Qatar legislation permits companies
incorporated outside of Qatar to obtain development
licenses albeit their activities are limited to the 18
Investment Zones, where non-Qatari nationals are able
to own real estate.
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Strata title
The Bahrain legislation makes no reference to the
establishment of strata title whereas in Qatar the
developer is required to request consent from the
Ministry of Economy and Commerce to create strata
title for their project before units can be sold off-plan,
including the submission of architectural and
engineering drawings with the collaboration of the
Ministry of the Municipality and Urban Planning, which
is more akin to the licensing requirements in Bahrain
referred to above. There are also other requirements
that need to be met in Qatar including the
establishment of an escrow account, the submission
of construction milestones, cash flow forecasts and
the approval by the Real Estate Department of the
Ministry of Justice of any promotional or sales collateral.
Registration
In Bahrain a real estate register is to be created to
record the identity of developers and their projects and
registration is a pre-requisite to being able to commence
construction. Under the new regulations sub-developers
and purchasers will be able to register their interests
against the main developer/owner’s title with the Survey
and Land Registration Bureau. In Qatar the Real Estate
Department of the Ministry of Justice is to be
responsible for maintaining an interim register, recording
details of strata title and issuing preliminary title deeds,
which will be converted to final deeds on completion
of the development, for each off-plan unit, providing
details of the transaction including interested parties
such as mortgagees.

In both Qatar and Bahrain the funds are
to be held on behalf of the depositors
and are protected from any other
creditors, although it is not clear
whether there is any hierarchy or
ranking where monies are to be
returned to depositors
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Escrow
In both jurisdictions the developer is required to set up
a separate escrow account for each project and pay in
all monies including off-plan deposits, stage payments
and financing and the monies are only to be expended
on costs relating to the specific project. As mentioned
above, in Bahrain, the developer is required to seed the
escrow account with 20 percent of the total value of
the project; there is no such requirement in Qatar.
Whereas monies held within the escrow account cannot
be accessed in Qatar until 20 percent of the structure
has been completed and thereafter the release of
further sums is directly linked to construction
milestones, conversely in Bahrain while it is envisaged
that the intention was to link fund releases to the
progress of the construction this is not referred to
explicitly and as such, the intention remains unknown.
In both countries the funds are to be held on behalf
of the depositors and are protected from any other
creditors, although it is not clear whether there is any
hierarchy or ranking where monies are to be returned
to depositors.
On completion of the development, Bahraini developers
are required to retain 5 percent of the total value of the
project in the escrow account for a period of one year,
whereas in Qatar the requirement is 10 percent but the
period is unspecified, which merely makes reference to
the retained sums being used to rectify defects.
Development delays and breaches
Following the issuance of a Developer’s License,
parties in both countries are required to commence
development within six months, failing which in Bahrain
the license may be revoked, whereas in Qatar failure
carries a fine of QR200,000 (c.US$55,000.)
In terms of the delivery of units, in Bahrain if the
handover of a unit is delayed more than 30 days past
the agreed delivery date, the purchaser can give the
developer 90 days’ notice to handover, failing which
they can ask the Ministerial Committee to terminate the
sales agreement and pay damages if there are sufficient
grounds. The penalty in Qatar is somewhat harsher and
the failure to deliver units on an agreed date without
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reasonable justification or where they do not meet
the agreed technical specifications, can lead to a
maximum 12-month jail term and/or a QR50,000 fine
(c. US$13,700.)
Failure of purchasers is not dealt with in the Qatari
Law and as such it is assumed that unless they are
able to negotiate a release from the Sale and Purchase
Agreement (SPA) by the developer, then they will simply
lose their deposit and any stage payments they have
made. Where the unit is mortgaged, the beneficial
interest remains with the Lender who would no doubt
pursue the borrower along the normal channels.
Bahraini legislation provides that, in the event of failure
by the purchaser to complete, the developer can give
90 days’ notice requiring completion following which
they can request the Committee to invalidate the sale
and they are then able to offer the unit for resale. At
this juncture the developer can retain up to 10 percent
of the purchase price returning the balance, if any, to
the purchaser.
Conclusion
Both Governments have identified the need to introduce
legislation that offers much greater protection to end
users than the basic contract law contained within the
SPAs. It is hoped this will bolster confidence in the offplan sales markets in the future. Notwithstanding the
foregoing, while significant inroads have been made
into the drafting of the legislation there remain major
gaps and areas which need to be covered, as such, the
laws as currently drafted should perhaps be considered
as first drafts which can be improved upon over time.
Well thought out and relevant legal infrastructure
relative to a particular industry is essential in order to
create confidence and the requisite level of activity.
In many ways this is even more important in the case
of the real estate industry, as this will often touch
individuals and affect the daily lives and wellbeing
of many people.
The Middle East real estate markets continue to evolve
both physically as well as from a legal perspective and
it is encouraging that certain countries are proactively
moving towards the creation of robust legal systems,
specifically Bahrain and Qatar.

Bahrain

Qatar

Developer to be registered

Yes

Yes

Available to non-national developers

No

Yes

No

Yes

Yes

Yes

Yes

Yes

Registration of developers

Strata Title
Creation of strata title required
Real estate register
Developments to be registered
Escrow account
Escrow account required
20% estimated project value to be deposited in Escrow

Yes

No

Retention on project completion

5%

10%

1 year

Unspecified

Developer required to start within 6 months of license

Yes

Yes

Revocation of license in default

Yes

No

Fine

No

QR200k

Delay more than 30 days - 90 days to complete and fine

Yes

No

Past agreed date or does not meet technical specification

No

QR50k and 1
year jail term

Retention period
Breaches and delays

Handover of units

Whilst it is inevitable that all eventualities will not be
covered in the initial legislation, over time it is expected
that subsequent changes and additions will be
implemented as appropriate.
Fundamentally the confidence of developers, buyers,
investors and other stakeholders can lead to the
development of a truly international investor audience
which, like many other developed countries will attract
associated taxes, that in turn will further benefit the
country in question.
by Nick Witty, director, Real Estate Advisory, Deloitte
Corporate Finance Limited (regulated by the Dubai
International Financial Center)
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Fueling growth
You can’t always buy what you need
For a company that needs water for manufacturing,
in its supply chain, or even for product use, a lack of
access to water may jeopardize its growth. The risks
point to a need to align water stewardship and
business growth strategies, and to go beyond an
efficiency focus.
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No water, no beverage.
Whether you are a global beverage company expanding
in new markets in Africa or a manufacturer operating in
the United States (in particular, in areas affected by the
current drought in the American southwest), if you do
not have access to water–or other critical resources–you
will struggle to meet your business growth targets.

Water stewardship vs. water management
“Water stewardship” has become a common term
to denote an economically, environmentally, and
socially responsible water strategy. The phrase refers
to the adoption of values and practices that aim to
safeguard long-term availability of clean water for
all stakeholders in a watershed, prompted by
recognition of water as an externality with a
potentially material business risk.
The value of water stewardship in managing water
risks and how to structure a water stewardship
strategy have been presented in the literature.2 In
terms of the maturity model presented in this article,
water stewardship corresponds to stages 3 and 4,
with stage 4 being a “license-to-grow” strategy.

A major beverage company, for example, experienced
water shortages at two of its facilities in Ghana over the
past five years that affected its ability to produce and
ship products. According to the company, the estimated
impact to the business in lost sales due to these
production stoppages was in excess of £2 million.1

Water stewardship can be contrasted with the
narrower concept of water management, which
deals specifically with addressing water scarcity’s
immediate direct business costs through more
efficient water use. Unlike water management,
water stewardship goes beyond the unit cost of
water to consider how competition for water might
affect business continuity, brand value, and social
license to operate. Water stewardship also
emphasizes effective resource sharing alongside
efficient resource use. While water management
aims primarily to manage risk to a company’s direct
operations, water stewardship also seeks to engage
stakeholders across the value chain (supply chain
and in the product use phase) in managing their
collective risk, as well as to address the concerns
of stakeholders within the watershed.
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For any company that needs water for
manufacturing, in its supply chain, or
even for product use, lack of access to
water (for the company or its customers)
heightens the risk of business disruption
and may jeopardize its growth strategy
It couldn’t buy the water it needed.
This challenge is not unique to beverage companies. For
any company that needs water for manufacturing, in its
supply chain, or even for product use, lack of access to
water (for the company or its customers) heightens the
risk of business disruption and may jeopardize its growth
strategy.
This points to a key question: how do companies with
ambitious global growth strategies secure the water
they need to fuel business growth in a world where
simply paying more for water will not work?
The answer resides in why and how companies align
their water stewardship strategies to support their
business growth strategies. This alignment is built upon
two key actions. First, companies that synchronize water
stewardship strategy with growth strategy can benefit
from considering and quantifying water’s full business
value, moving beyond the price of water to take into
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account water’s various impacts on operations, value
chain, brand, and growth prospects. Second, companies
that depend on water would also benefit from
proactively leading collective action initiatives with
stakeholders across their value chain within the
watersheds in which they operate. Actions in these two
areas go well beyond most companies’ current thinking
on water management, which focuses primarily on
water efficiency and reuse and recycling within their
operations.
Scarcity: both a constraint and an opportunity
Competition for water is growing more intense, as the
steadily increasing world population and the
industrialization of emerging markets put the world’s
finite water supply under greater strain. This increased
competition for water, coupled with droughts and the
impacts of climate change, effectively drives increased
water scarcity, as there is less water per person–and per
organization–available to meet growing needs.
A large body of literature has explored the idea that
scarcity acts as a constraint to business. In particular,
considerable attention in publishing and practice has
been paid to generating growth alternatives under
conditions of scarcity and making choices from a set of
such alternatives. For example, strategic raw material
sourcing often factors into this decision-making
process.3 Under conditions where demand for certain
factors of supply cannot be fulfilled, growth prospects
may be severely curtailed. That is, if a company can’t
always buy what it needs, its growth trajectory will slow,
stall, or fail.
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In a world where all resources were abundant, all
potentially valuable growth alternatives could be
pursued. But scarcity imposes constraints on the growth
choices available to leaders, as they may lack confidence
in the availability of needed resources in sufficient
quantity or quality. Without such confidence, even the
most promising growth agenda cannot be executed.
However, from a strategy perspective, there can also be
a positive side to scarcity. The same attribute that can
limit a resource’s ability to fuel growth can also grant
competitive advantage to companies that gain a
measure of control over access to such resources.
Controlling access to relatively scarce resources–those
that are also valuable and difficult to imitate or
replace–can help confer such advantage.4
A key challenge for companies where water is an
essential resource requirement is that their ability to
directly “control” access to water as a resource is very
limited. This is because water is fundamentally a shared
resource to which ownership cannot easily be assigned.
Public policy, regulations, and stakeholder influence (for
example, the presence or absence of “social license-tooperate”) all impact a company’s ability to access water
and, as a result, limit its ability to “control” access to
water.
A recent paper by World Wide Fund for Nature (WWF)
articulates the unique qualities of water as a shared
resource: “Water is a highly complex public resource
with multiple socially defined functions and values. Its
effective management requires the continual
reconciliation of trade-offs between private interests and
collective well-being, not to mention fulfillment of a
fundamental human right.”5 In reconciling these tradeoffs between multiple interests, corporations often find
that they must negotiate solutions that allow for and
consider water’s disparate functions for various
stakeholders.6

From a strategy perspective, there can
also be a positive side to scarcity. The
same attribute that can limit a
resource’s ability to fuel growth can
also grant competitive advantage to
companies that gain a measure of
control over access to such resources
Current thinking and actions: stuck in water
management
Recent reports from two organizations provide insight
into how companies view and manage water-related
risks and, in general, how far they need to go to achieve
alignment between their water stewardship strategies
and business growth strategies.
The CDP Water Program (www.cdp.net) provides a wide
view of how companies across a range of industry
sectors perceive water risks and opportunities. The most
recent report, from 2013, is based upon the water
disclosures of 184 Global 500 corporations. Based upon
the results of the 2013 water disclosure survey, the
report indicates that “over 90 percent of these
companies now have water management plans in place,
and responding companies report more than 1,300
actions, targets, and goals to reduce their impact on
water resources, and thus their exposure to water
risks.”7
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Seventy percent of the responding companies have
identified water as a “substantive business risk.” For
some respondents, anticipated financial impacts are as
high as US$1billion, and 64 percent of the reported risks
are expected to materialize now or within the next five
years. In other words, water risk is current and near
term.
However, according to CDP, despite the vast majority of
companies reporting that water represents a substantive
business risk, most companies are primarily focused on
managing water within their own operations. They are
not engaging with their entire value chain and other key
stakeholders.

A key challenge for companies where
water is an essential resource
requirement is that their ability to
directly “control” access to water as
a resource is very limited

Commenting on the results of the 2013 water disclosure
survey, CDP noted that “water stewardship activities are
notably lacking, potentially exposing their company and
investors to risks that could be mitigated” (figure 1). The
reason for this concern is that, in most cases, the largest
portion of a company’s water footprint–and, hence, its
water-related risk–is in its supply chain or in how
consumers and customers use the company’s products.
As a result, a company cannot effectively manage water
risk or appropriately account for water access in its
growth strategy if it is only focused on its own
operations.
CDP added that “the majority of respondents (63
percent) to the 2013 questionnaire set concrete targets
and goals for their direct operations and, in general,
many of these are focused on reducing water use or
increasing water recycling/reuse. Companies that
continue with such a narrow focus could be missing
potential opportunities and overlooking serious risks.”8
A recent report by VOX Global and the Pacific Institute
also provides information on how companies view water
risk, how they are managing these risks, and their
current thinking about the potential impacts on business
growth. Consistent with the 2013 CDP Global 500
report, the VOX Global/Pacific Institute report states that
“water challenges are not just a future concern, but a
current problem that already affects many businesses.”9

Figure 1. Proportion of respondents setting concrete targets or goals by type (percent of respondents), 2013
Direct
operations
63%

Community
engagement
6%

Supply
chain
4%

Watershed
management
3%

Transparency
1%

Public
policy
0%

Source: Carbon Disclosure Project, “Moving beyond business as usual: a need for a step change in water risk management,” CDP Global
Water Report 2013. Reprinted with permission.
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According to this report, 79 percent of responding
companies claim that they currently face water
challenges, while 84 percent believe they will face water
challenges in the next five years. Survey respondents
also made the connection between these challenges
and their bottom line: nearly 60 percent of responding
companies indicated that water is poised to negatively
affect business growth and profitability within five years,
while more than 80 percent say it will affect their
decision on where to locate facilities over that time
period.
However, there is an apparent disconnect between the
widespread recognition of current and increasing water
risk and the respondents’ anticipated actions to address
the issue. Many respondents do not plan to increase
the breadth and scale of their water risk management
practices. According to the report, “nearly 70 percent
of responding companies said their current level of
investment in water management is sufficient.” This
attitude is inconsistent with the respondents’ belief that
water challenges “will significantly worsen in the next
five years.”10 The report points to “a failure to
adequately evaluate the true cost of water” as one
potential reason for this disconnect, and further states:
“Though survey respondents noted the importance of
integrating water into their business strategy, it may be
premature to assume that all have done so.”
The reports from CDP and VOX/Pacific Institute suggest
that:
• The companies responding to their surveys
acknowledge that water is a current and projected
business risk that is projected to worsen.
• Most companies are primarily focused on water
management–that is, on water efficiency and
reuse/recycling within their direct operations as
opposed to their value chain.
• Most believe they have a “sufficient” level of
investment in “water management.”
• Companies do not appear to have adequately
evaluated the business value of water or potential
business value at risk from water risks.

• There is apparently little to no connection between
water risk, stewardship strategies, and business
growth strategies.
Aligning water strategy with growth strategy:
what is missing in the corporate agenda?
Drawing on the observations in the CDP and the
VOX/Pacific Institute reports, we have identified two
major actions required to align water strategy with
business growth strategy: expanding collective action
and quantifying the business value of water.

One way to overcome the “tragedy
of the commons” is through collective
action by informed stakeholders
whose aim is to sustainably manage
a common resource, even if, in some
cases, they sacrifice short-term interests
to obtain a long-term benefit
Expanding collective action
One way to overcome the “tragedy of the commons”
is through collective action by informed stakeholders
whose aim is to sustainably manage a common
resource, even if, in some cases, they sacrifice short-term
interests to obtain a long-term benefit. To take the
broadest view, the “collective” needed to sustainably
manage water encompasses everyone; after all, we all
need it to live and to support the health of our
ecosystems. More narrowly, the importance of
stakeholder action and opinion is amplified in regions
where water is scarce. Local populations in such areas
are acutely sensitive to the uses–or misuses–to which
the area’s water supply is put. Moreover, the actions
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of others within the watersheds in which a company
operates can have a direct impact on the business’s
access to water. Add to this the intense scrutiny that
water is beginning to receive from investors, regulatory
agencies, governments, nongovernmental
organizations, and other parties–scrutiny that is now
enabled and accelerated through social media
networks–and the need for collective action becomes
evident. Only by engaging with other stakeholders on
water-related issues, and working with them to
safeguard water’s long-term availability, can a company
that depends on water protect its long-term growth
prospects.
Understanding water’s value, not just its price
As long as water is essentially free, few business
stakeholders will likely see a reason to invest in
protecting this resource. When water costs money, on
the other hand, businesses begin to pay more attention
both to its price and to strategies for keeping it low. In
fact, one reason that more businesses are starting to
factor water into their business strategies is that physical
water scarcity is driving changes in water pricing and in
regulations around the allocation of water. Examples
include the overall upward trend in water prices, which
have increased by 6 to 7 percent in the United States
over the past year;11 the implementation of tiered
pricing (that is, usage-based pricing) in places such as
Denver, Colorado;12 and the enactment of allocation
frameworks in certain areas of California that, in the
event of extreme scarcity, give priority to certain sectors
in the allocation of available water.13
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Factoring water costs into growth projections, however,
is only a first step. This is because, in many or even most
instances, the actual business value of water exceeds its
market cost. Whereas the cost of water includes only
the direct and indirect costs of provisioning water, the
value of water is derived from its uses and affected by
factors such as quality and the reliability of supply.
Water’s full value to a company can be calculated as its
full economic cost plus the financial impact of actual
and potential fluctuations in water quantity and quality,
regulatory risks, and reputational risks (see sidebar,
“Valuing water”).
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Valuing water
There are several key principles in understanding the
economic value of water and the costs associated
with provisioning water. A few definitions are
provided below.15
• Full supply cost: the full supply cost of water
includes the cost of supplying water to a user
without considering the cost of the externalities
(“side effects”) resulting from the use of that water
or the opportunity costs of foregoing alternative
uses of that water. Full supply costs consist of
operation and maintenance costs plus capital costs.

• Full economic cost: full economic cost includes the
sum of the full supply cost and the opportunity
costs associated with the alternative use of the
same water resource and the economic
externalities imposed upon others due to the
consumption of water by a specific user.
• Intrinsic value: intrinsic value includes “the
stewardship, bequest, and pure existence value”
of water.16
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A recent report by the World Business Council for
Sustainable Development provides examples of how
several companies are beginning to consider the value
of water, and discusses the main concepts and
techniques associated with water valuation.14
Companies could benefit from calculating, to the extent
possible, the current and potential business value at risk
from water risks. This calculation should quantify the
impact of physical, regulatory, and reputational risks
related to water across the value chain. The calculation
of revenue at risk from current and potential business
disruption (“no water, no beverage”) provides a clearer
view of the value of water than current or projected
water costs. It is important to develop a quantitative
understanding of the value of water within the context
of what is required to sustain operations as well as
future growth. The impact of water risks on business
continuity across the value chain provides more insight

on the value of water to a business operation than the
current or projected cost of water. By understanding
the value of water in this way, leaders can address
long-term water-related risks and make informed
decisions about the investments necessary to support
future business growth.
A maturity model for water stewardship
What do businesses for which water is critical to growth
actually do when faced with water scarcity? Based on
research including the CDP water disclosure reports of
2011, 2012, and 2013 and the VOX/Pacific Institute
report referenced above, coupled with our experience
with multinational companies across a range of industry
sectors (such as consumer products, oil and gas, and
manufacturing), we have identified four stages of
maturity in how companies link business growth to
water availability, as shown in figure 2.

Figure
Figure 2. Water
Water strategy
strategy maturity
maturity mode
modell
Water
Water cost considered
considered
Pursues internal initiatives

No strategy
ō Actual or perceived
water scarcity is not
acknowledged as a
salient issue
ō All resources are treated
equally
ō Cash flows are heavily
weighted
ō Current market price of
water governs decisions

Water
Water value considered
considered
Pursues collective action

Efficiency strategy
ō Recognizes water scarcity
as a driver of cost
ō Costs of acquisition and
use of water are
considered
ō Profitability risks are
heavily weighted
ō Focuses on water
conservation— efficiency
ō Targets and goals set for
internal water efficiency

Risk strategy
ō Risks of water scarcity
are managed at the
facility or business-unit
level, but not consistently
at the enterprise level
ō Stakeholder engagement
is pursued to improve
access to water, in some
cases on an ad hoc basis
ō May calculate the full
cost of water or use a
“shadow price”
ō May participate in public
policy formulation
ō Ad hoc investment in
technology innovation at
the facility level
ō “Social license-tooperate” risks are heavily
weighted

License-to-grow strategy
ō Internalizes externalities
(e.g., water and
ecosystems)—considers
these external issues
ō Recognizes the need to
manage water scarcity as
a platform for growth
ō Where relevant, develops
products or business
models that take into
account scarcity, and
product/service offerings
address water scarcity
ō Consistently quantifies
value of water, not just
its cost or full cost
ō Proactively engages with
stakeholder and leads
water-focused initiatives
and collective action
programs—more than
just participating
ō Participates in
water-related policy
development
ō Invests in and accelerates
technology innovation at
the corporate level
ō “Social license-to-grow”
mindset regarding water
issues
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The maturity model can be summarized as follows:
• Stage 1 (no strategy): no stakeholder engagement;
limited water efficiency investments; no alignment of
water strategy with business growth strategy
• Stage 2 (efficiency strategy): rocused on water
efficiency (water price drives actions); no stakeholder
engagement; no quantification of the value of water
• Stage 3 (risk strategy): risk focus; targets set for
water efficiency/reuse; pursues stakeholder
engagement focused on managing social license-tooperate; limited understanding of the value of water
as a driver for investment decisions to support growth;
limited alignment of water strategy with business
growth strategy
• Stage 4 (license-to-grow strategy): growth focus;
mature efficiency/reuse initiatives; leads stakeholder
engagement initiatives focused on securing long-term
access to water; quantifies the value of water (and
business value at risk) to drive CAPEX/OPEX
investments; water strategy well aligned with
business growth strategy
Companies at the “no strategy” level essentially
behave as if water scarcity did not exist–scarcity is
not recognized as a salient issue. They do not seek to
manage either their access to water or their own use
of it, and they are neutral to or accepting of the need
to pay for the water they need to operate. Price volatility
and compliance with resource-related regulations (if
any) are viewed as a normal cost of doing business
rather than as a potentially value-creating or potentially
high-risk activity. Water is treated as simply a raw
material whose market cost is factored into growth
choices such as geographic expansion or product-line
extensions. It is viewed as a commodity and an
externality–the economic term for a “side effect” of
a business’s operation.
As might be surmised, this approach is sustainable only
for resources whose current and future abundance are
beyond question.

Factoring water costs into growth
projections, however, is only a first step.
This is because, in many or even most
instances, the actual business value of
water exceeds its market cost.
Stage 2, the “efficiency strategy” stage, represents most
companies’ first step toward viewing water as a
platform for growth. The defining attribute of stage 2 is
a focus on increasing water efficiency within the four
walls of one’s own business–in effect, managing one’s
own operations to reduce the business’s dependency on
water. The main activities we have observed among
companies in stage 2 firms are concerned with
improvements in efficiency, cost savings, reuse, and
recycling. To some degree, these companies recognize
that the market price of water is an imperfect reflection
of its value. They monitor cost fluctuations as localized
supply ebbs and flows, and they make trade-offs
between paying more for water and seeking to
minimize its use.
As discussed previously, evidence suggests that many, if
not most, companies presently operate at stage 2 with
respect to water.
In stage 3, the “risk strategy” stage, companies begin
to seek to engage with stakeholders across their value
chain–that is, outside their own organizations–with a
focus on mitigating water scarcity risks and reducing
the potential for water scarcity to impose constraints on
their business. For stage 3 firms, how and when to use
productive scarce resources such as water is an explicit
part of management mindsets and priorities; leaders
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actively accommodate water scarcity in their business’s
current and future activities. These companies recognize
not only local but systemic water scarcity; they act as if
future availability is uncertain and their “social licenseto-operate” may be jeopardized. Their work with other
stakeholders is consistent with both sustainability and
business strategy. However, efforts are often
coordinated at the business-unit or regional level
without an enterprise-wide strategy in place, and
stakeholder engagement is pursued mainly with the
goal of improving immediate access to water.
In stage 4, the “license-to-grow” stage, companies also
seek to engage with external stakeholders–but with a
focus not just on mitigating water scarcity risks but also
on paving the way for future long-term growth. The
distinguishing attributes of companies at this stage are
the quantification of the value of water to their current
and projected business across their value chain, and
their leadership of collective action programs to
safeguard long-term water availability.
Stage 4 companies embed the tactics used in stages 2
and 3 into their operations, but they go beyond these
responses to proactively address scarcity in their own
and their stakeholders’ future activities (across their
value chain). In practical terms, these companies have
both adjusted their business model and expanded firm
boundaries to engage relevant players across their value

It is important to define an enterpriselevel strategy around the scarce
resource to help align resource-related
decisions across the entire
organization
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chain on water availability and quality issues. They also
embrace innovative collective action as a strategy to
address the management of scarce resources. Most
importantly, they recognize that the way they manage
critical scarce resources will be either an area of
significant vulnerability or a means to achieve a
competitive advantage, and therefore they make
resource strategy an integral part of their business
growth strategy.
A “license-to-grow” model
Considering water as a scarce resource necessary for
growth brings into sharp focus the particular issues
organizations must face when operational or economic
logic is insufficient to support business growth.
According to resource-based theory, firms can either
retain their current business model or alter it to
accommodate more or less reliance on scarce resources.
Where water scarcity is concerned, we have observed
that firms generally follow the trajectory described by
the maturity model. They change their business models
to go from addressing the issue at an “own company”
level, to addressing it at a stakeholder level with a focus
on risk, to addressing it at a stakeholder level with a
focus on growth.
The motives of companies that have chosen to make
significant business model changes and that look
beyond their own boundaries to manage critical scarce
resources draw from precepts of both business and
sustainability strategy. While sustainability experts would
call these firms good stewards of a scarce resource,
business strategy experts would call these firms strategic
managers of scarce productive resources.
As water scarcity (driven by increased competition for
finite resources and extreme drought) mounts in areas
such as Texas and California in the United States, regions
such as Africa, and countries such as China, companies
are faced with multiple constraints and intensifying risks
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that impact their business continuity and growth
strategies. “Shared value” initiatives and other
mechanisms are emerging as firms in these areas work
to align their strategic growth agenda with this reality
and the agendas of other stakeholders that have a
vested interest in access to water.
In general, companies in the food and beverage
industries have been leaders in expanding their activities
beyond their own four walls to both reduce the
constraints imposed by water scarcity (a risk focus) and
enable future growth fueled in part by water (a licenseto-grow focus.) Among the collaborative actions they
pursue are efforts with suppliers, distributors, and other
stakeholders to reduce water stress within specific
watersheds.
One beverage company, for instance, has an enterpriselevel water strategy that is focused on collective action
within its supply chain. It sets stringent water efficiency
targets and seeks to engage with other water users in
watersheds where drought and competing demands for
water could limit brewery operations. According to Kim
Marotta, the company’s director of sustainability, “The
long-term drought in the United States was a catalyst
for change.”17 The company sets aggressive water
efficiency goals and views the resulting cost savings as
capital to reinvest in its business: since 2008, its water
and energy efficiency initiatives have yielded an
estimated US$17million in savings.
The company also engages directly with local farmers
and ranchers to bring them leading practices in water
management, including technologies to improve water
efficiency and to enable “precision agriculture.” Says
Marotta: “We recognized that three of our breweries–in
California, Texas, and Colorado–were in areas that were
water stressed. And since more than 90 percent of the
water we use comes from the agricultural supply chain,
it makes sense to work together to make those
watersheds sustainable for the long term.” For instance,

The motives of companies that have
chosen to make significant business
model changes and that look beyond
their own boundaries to manage critical
scarce resources draw from precepts
of both business and sustainability
strategy. While sustainability experts
would call these firms good stewards
of a scarce resource, business strategy
experts would call these firms strategic
managers of scarce productive
resources
as part of its National Water Quality Initiative–funded
largely by the U.S. Department of Agriculture’s Natural
Resources Conservation Service–the company works
with farmers and ranchers in Texas to plant native prairie
grass in areas where runoff would otherwise deplete the
soil of water. It also maintains close relationships with its
agricultural suppliers, collaborating with its barley
suppliers in Idaho, Colorado, Wyoming, and Montana to
develop and implement water-efficient farming practices
that, says Marotta, improve yields as well as conserve
water. All of these collective action activities are driven
by the recognition that the company’s growth strategy
is tied to the availability of water to support its
agricultural input.18
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To effectively manage a scarce
resource such as water, management
must evaluate a number of factors
when planning a growth strategy
Managing water scarcity and driving growth:
what are the critical business decisions?
The maturity categories outlined above suggest that
leaders make two important types of decisions, implicitly
or explicitly, as they consider their growth strategies in
light of water constraints. First, they decide whether
the company’s current business model can remain as it
is or whether it needs modification. And second, they
determine whether and how far their efforts to manage
scarcity will extend beyond their company’s
boundaries—whether its approach to managing a
critical scarce resource is focused on company-centric,
internal management of the resource or also
incorporates engagement with a range of stakeholders
across the value chain.
To effectively manage a scarce resource such as water,
management must evaluate a number of factors when
planning a growth strategy. It is vital to understand the
current and projected degree of scarcity of a company’s
critical business inputs. Under various competitive or
sociopolitical scenarios (such as during the oil shocks of
the 1970s), the availability of a given resource may
fluctuate significantly. With respect to water, given the
complexity of mapping stakeholder positions and
accurately assessing value, cost, and price, companies
may find it useful to create measurement tools or to
develop parameters or dashboards for monitoring water
scarcity and evaluating its impacts on an ongoing basis.
Several water scarcity tools (such as the WWF Water
Risk Filter and the World Resources Institute Aqueduct)
and collective action tools (such as the CEO Water
Mandate Water Action Hub) are publicly available for
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corporate use. Companies can integrate these tools into
business growth strategies instead of having them solely
reside in their sustainability function.
It is also essential to examine who makes and influences
key resource-related decisions. Note that sometimes
different players within the same company have
different levels of reliance on a scarce resource–and thus
have objectives that may differ from each other’s as well
as from the company’s as a whole. In such cases, it is
important to define an enterprise-level strategy around
the scarce resource to help align resource-related
decisions across the entire organization.
Companies whose operations and growth depend on
water should also be aware of where they fall along the
stages of maturity described above: the extent to which
water scarcity may drive changes to the company’s
business model, and the extent to which the company
engages beyond its core business operations to work
with external stakeholders to manage critical water
scarcity. Understanding where a company sits on the
maturity model can help frame the steps needed to
address water risk and to align its water strategy with its
business growth strategy. For instance, a company that
recognizes that it is operating at an efficiency strategy
(stage 2) level, but whose future growth prospects
depend heavily on access to water, can plan to move to
a risk strategy (stage 3) level through relatively modest
investments in stakeholder engagement, perhaps piloted
in one or several business units. Or it could seek to
leapfrog to the license-to-grow level (stage 4) through
more dramatic changes, such as by leading
collaborations at the corporate level with other water
users in watersheds coupled with a quantification of the
value of water to support its business growth strategy.
Most importantly, these companies should consider
moving to a strategy that includes proactive collective
action with stakeholders to secure resources for all,
making decisions based on the resource’s value rather
than its market price. This license-to-grow strategy
(stage 4) goes beyond a “social license-to-operate”
risk mitigation mindset.
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For companies looking to leverage their water strategy
to drive business growth, we recommend asking the
following questions as they relate to the value chain:
• What or who do water prices depend upon?
• How likely are prices to fluctuate and why?
• What are the water scarcity risks common to all users?
• What water scarcity-related risks are particular to
one’s own company?
• How severe are these risks to the way the company
does business today?
• How severe are these risks to prospects for future
growth?
• What is the value of water to the company’s business
and growth strategy?
• Where will engagement with stakeholders increase
the overall value of this resource to the firm (including
increases in value driven by risk and cost reductions)?
You can’t always buy what you need, but with an
understanding of the business value of water and an
enterprise-wide strategy to engage with stakeholders,
you may be able to secure a long-term supply of the
water you need to support business growth.
Reprinted from Deloitte Review, issue #15: 2014

by Will Sarni, director and practice leader, Enterprise
Water Strategy, with Deloitte Consulting LLP.

Endnotes
1. CDP, “Moving beyond business as usual: A need for a step
change in water risk management,” CDP Global Water Report
2013, https://www.cdp.net/CDPResults/CDP-Global-WaterReport-2013.pdf
2. William Sarni, Corporate Water Strategies, (Earthscan, 2011);
William Sarni, “Getting ahead of the ‘ripple effect,’ Deloitte
Review 12, January 2013; N. Hepworth and S. Orr, “Corporate
water stewardship: New paradigms in private sector water
engagement,” Water Security: Principles, Perspectives and
Practices, (London: Earthscan Publications, (in press))
3. A. J. Cohen and R. Siu, “Sustainable growth: Taking a deep dive
into water,” Goldman, Sachs & Co., May 8, 2013; J. B. Barney,
“Strategic factor markets: Expectations, luck, and business
strategy,” Management Science 32, no. 10 (1986): pp. 1231–
1241

You can’t always buy what you need,
but with an understanding of the
business value of water and an
enterprise-wide strategy to engage
with stakeholders, you may be able to
secure a long-term supply of the water
you need to support business growth
4.

WWF, “Water stewardship brief: Perspectives on business risks
and responses to water challenges,” 2013, http://wwf.panda.
org/?210092/Water-Stewardship–Perspectives-on-business-riskand-responses–to-water-challenges
5. Hepworth and Orr, “Corporate water stewardship”
6. CDP, “Moving beyond business as usual”
7. Ibid
8. Peter Schulte et al., “Bridging concern with action: Are US
companies prepared for looming water challenges?,” VOX
Global and Pacific Institute, April 2014, http://voxglobal.com/
managing-water-risk-study/
9. Ibid
10. Brett Walton, “The price of water 2013: Up nearly 7 percent in
last year in 30 major US cities; 25 percent rise since 2010,” Circle
of Blue, June 5, 2013, http://www.circleofblue.org/waternews/
2013/world/the-price-of-water-2013-up-nearly-7-percent-in-lastyear-in-30-major-u-s-cities-25-percent-rise-since-2010/
11. Denver Water, “2014 water rates,” http://www.denverwater.org/
BillingRates/RatesCharges/2014Rates/
12. California Department of Water Resources, “Water allocation,
use, and regulation in California,” http://www.waterplan.water.
ca.gov/docs/cwpu2009/0310final/v4c01a06_cwp2009.pdf
13. World Business Council for Sustainable Development, “Business
guide to water valuation: An introduction to concepts and
techniques,” September 2013, http://www.wbcsd.org/Pages/
EDocument/EDocumentDetails.aspx?ID=15801
14. Peter Rogers, Ramesh Bhatia, and Annette Huber, “Water as a
social and economic good: How to put principle into practice,”
Global Water Partnership Technical Advisory Committee, August
1998, http://dlc.dlib.indiana.edu/dlc/bitstream/handle/10535/
4989/TAC2.PDF?sequence=1
15. Ibid
16. Kim Marotta (MillerCoors director of sustainability), interview
with the author, March 28, 2014
17. Ibid

Deloitte | A Middle East Point of View | Spring 2015 | 47

New thought leadership
publications from Deloitte
ME PoV provides you with a selection of Deloitte’s most recent
publications accessible on Deloitte.com

Islamic Finance

Energy and Resources

The way forward
for Takaful
Spotlight on growth,
investment and
regulation in key
markets

Challenges and
solutions for Middle
East Energy &
Resources
Deployment of
nationals in a
post-oil economy

Healthcare

2015 gobal health
care outlook
Common goals,
competing priorities

CFO

Tracking the
trends 2015
The top 10 issues
mining companies
will face this year

Global CFO Signals
Wanted: political and
regulatory clarity

Technology, Media and
Telecommunications

Technology, Media and
Telecommunications
Predictions 2015

48 | Deloitte | A Middle East Point of View | Spring 2015

Television’s business
model
Fit for a digital world:
Middle East perspective

The Digital Islamic
Services landscape
Uncovering the Digital
Islamic Services
opportunity for the
Middle East and the
World

Publications
Middle East
Point of View

Deloitte
Review

www.deloitte.com/middleeast

Tourism, Hospitality
and Leisure

Middle East Hotel
Market Intelligence
Report – Qatar

For travel companies,
social media means
business

Retail

Consumer Business

Global powers of
retailing 2015
Embracing innovation

What makes
customers tick?
Understanding
customer behavior in
retail general insurance

Financial Services

2015 Banking Outlook
Boosting profitability
amidst new challenges

Economics

Generation why?
Attracting the bankers
of the future

Fourth Global IFRS
Banking Survey
Ready to land

Global Economic
Outlook, Q4 2014

Deloitte | A Middle East Point of View | Spring 2015 | 49

Deloitte in the Middle East
ME Regional office
Gefinor Center, Block D
Clemenceau Street
P.O. Box 113-5144
Beirut, Lebanon
Phone +961 (0) 1 748 444
Fax
+961 (0) 1 748 999

Consulting
Regional office
Deloitte & Touche (M.E.)
Building 3, Emaar Square
Downtown Dubai
P.O. Box 4254 Dubai,
United Arab Emirates
Phone +971 (0) 4 376 8888
Fax
+971 (0) 4 376 8899

Enterprise Risk Services
Regional office
Deloitte & Touche (M.E.)
Building 3, Emaar Square
Downtown Dubai
P.O. Box 4254 Dubai,
United Arab Emirates
Phone +971 (0) 4 376 8888
Fax
+971 (0) 4 376 8899

Financial Advisory Services
Deloitte Corporate Finance
Limited - Regional office
DIFC, Currency House
Building 1
P.O. Box 112865
Dubai, United Arab Emirates
Phone +971 (0) 4 506 4700
+971 (0) 4 327 3637
Fax

Tax Services
Regional office
Currency House
Building 1
P.O. Box 282056
Dubai, United Arab Emirates
Phone +971 (0) 4 506 4700
+971 (0) 4 327 3637
Fax

The Deloitte ME Islamic Finance
Knowledge Center (IFKC)
Al Zamil Tower. Government Avenue,
Manama, Kingdom of Bahrain
Phone +973 (0) 1 721 4490 Ext 2018
Fax
+973 (0) 1 721 4550

Quick links
deloitte.com/middleeast
Blog: deloittemiddleeast
matters.com

Bahrain
Manama
Al Zamil Tower
Government Avenue
P.O. Box 421
Manama, Kingdom of Bahrain
Phone +973 (0) 1 721 4490
Fax
+973 (0) 1 721 4550

Egypt
Deloitte Saleh, Barsoum
& Abdel Aziz
Cairo
Nile City South Tower
2005 A Cornish El Nile,
Ramlet Boulaq, Cairo, Egypt
Phone +20 (0) 2 246 199 09
Fax
+20 (0) 2 246 199 04
Alexandria
Madinet El Sayadla
Building No 10,
Smouha, Alexandria
Phone +20 (0) 3 426 4975
Fax
+20 (0) 3 426 4975

Iraq
Erbil
Vital Village, No. 42
Erbil, Iraq
Phone +964 (0) 66 257 6200

Jordan
Amman
Jabal Amman,
190 Zahran Street
P.O. Box 248
Amman 11118, Jordan
Phone +962 (0) 6 550 2200
Fax
+962 (0) 6 550 2210

Kuwait
Deloitte & Touche
Al-Wazzan & Co.
Kuwait City
Dar Al-Awadi Complex
Ahmed Al-Jaber Street, Sharq
P.O. Box 20174
Safat 13062, Kuwait
Phone +965 2240 8844
Fax
+965 2240 8855

Lebanon
Beirut
Arabia House,
131 Phoenicia Street
P.O. Box 11-961
Riad El-Solh, Beirut
1107 2060 Lebanon
Phone +961 (0) 1 364 700
Fax
+961 (0) 1 367 087

Twitter: @DeloitteME
@DeloitteMEjobs
Facebook: Deloitte Middle East
Linkedin: Deloitte Middle East
company profile

Libya
Tripoli
Tripoli Tower
P.O. Box 93645
Tripoli, Libya
Phone +218 (0) 92 370 1049

50 | Deloitte | A Middle East Point of View | Spring 2015

Oman
Muscat
MBD Area
Muscat International Center
P.O. Box 258
Ruwi, Postal Code 112
Sultanate of Oman
Phone +968 (0) 2481 7775
Fax
+968 (0) 2481 5581

Palestinian Territories
Ramallah
Al Mashreq, Insurance Building
P.O. Box 447
Ramallah, Palestinian
Controlled Territories
Phone +970 (0) 2 295 4714
Fax
+970 (0) 2 298 4703

Qatar
Doha
Al Ahli Bank Building
Sheikh Suhaim Bin Hamad Street
P.O. Box 431
Doha, Qatar
Phone +974 (0) 4434 1112
Fax
+974 (0) 4442 2131

Saudi Arabia
Deloitte & Touche
Bakr Abulkhair & Co.
Riyadh
Prince Turki Bin Abdullah
Al-Saud Street
Sulaimania Area
P.O. Box 213
Riyadh 11411, Saudi Arabia
Phone +966 1 282 8400
Fax
+966 1 282 8428
Al Khobar
ABT Building, Al Khobar
P.O. Box 182
Dammam 31411, Saudi Arabia
Phone +966 (0) 3 887 3937
Fax
+966 (0) 3 887 3931
Jeddah
Saudi Business Center
Madinah Road
P.O. Box 442
Jeddah 21411, Saudi Arabia
Phone +966 (0)1 2 657 2725
Fax
+966 (0)1 2 657 2722

South Sudan
Juba
Deloitte Complex, Plot No.160,
Block 3K-South
2nd Class Thong Ping
Residential Area
P.O Box 511
Juba, Republic of South Sudan
Phone +211 92 000 1024

Syria
Damascus
9 Fardos Street
P.O. Box 12487
Damascus, Syria
Phone +963 (0) 11 221 5990
Fax
+963 (0) 11 222 1878
Rawda
38 Rawda Street
P.O. Box 12487
Damascus, Syria
Phone +963 (0) 11 331 1212
Fax
+963 (0) 11 332 2304

United Arab Emirates
Abu Dhabi
Al Sila Tower
Sowwah Square
P.O. Box 990
Abu Dhabi,
United Arab Emirates
Phone +971 (0) 2 408 2424
Fax
+971 (0) 2 408 2525
Dubai
Deloitte & Touche (M.E.)
Building 3, Emaar Square
Downtown Dubai
P.O. Box 4254
Dubai, United Arab Emirates
Phone +971(0) 4 376 8888
Fax
+971(0) 4 376 8899
Fujairah
Al-Fujairah Insurance Co. Building
P.O. Box 462
Fujairah, United Arab Emirates
Phone +971 (0) 9 222 2320
Fax
+971 (0) 9 222 5202
Ras Al-Khaimah
Ras Al-Khaimah, Insurance
Building, Al-Nakheel,
Ras Al-Khaimah, UAE
P.O. Box 435
Ras Al-Khaimah,
United Arab Emirates
Phone +971 (0) 7 227 8892
Fax
+971 (0) 6 574 1053
Sharjah
United Arab Bank Tower
Al Buhairah Corniche
P.O. Box 5470
Sharjah, United Arab Emirates
Phone +971 (0) 6 517 9500
Fax
+971 (0) 6 517 9501

Yemen
Sana’a
Sana’a Trade Center Eastern
Tower, Algeria Street
P.O. Box 15655
Sana’a, Yemen
Phone +967 (0) 1 448 374
Fax
+967 (0) 1 448 378

Deloitte Private
Getting you there
Deloitte is pleased to introduce the region’s first multi-disciplinary
family office platform.
Our team of family governance advisors, corporate and finance
specialists, and tax experts will work together with you to provide
sustainable and bespoke solutions to protect your family, your
business, and your wealth over generations.
To learn more, visit www2.deloitte.com/middle-east/deloitteprivate
Serving business families in the Middle East since 1926.

© Deloitte & Touche (M.E.). All rights reserved.

The views expressed are the personal views of the author and do not represent the views of Deloitte.
This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its
member firms, or its and their affiliates are, by means of this publication, rendering accounting, business,
financial, investment, legal, tax, or other professional advice or services. This publication is not a substitute
for such professional advice or services, nor should it be used as a basis for any decision or action that may
affect your finances or your business. Before making any decision or taking any action that may affect your
finances or your business, you should consult a qualified professional adviser. None of Deloitte Touche
Tohmatsu Limited, its member firms, or its and their respective affiliates shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.
Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity.
Please see www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche
Tohmatsu Limited and its member firms.
Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning
multiple industries. With a globally connected network of member firms in more than 150 countries,
Deloitte brings world-class capabilities and high-quality service to clients, delivering the insights they need
to address their most complex business challenges. Deloitte has in the region of 200,000 professionals, all
committed to becoming the standard of excellence.
Deloitte's professionals are unified by a collaborative culture that fosters integrity, outstanding value
to markets and clients, commitment to each other, and strength from cultural diversity. They enjoy an
environment of continuous learning, challenging experiences, and enriching career opportunities. Deloitte's
professionals are dedicated to strengthening corporate responsibility, building public trust, and making a
positive impact in their communities.
About Deloitte & Touche (M.E.)
Deloitte & Touche (M.E.) is a member firm of Deloitte Touche Tohmatsu Limited (DTTL) and is the first Arab
professional services firm established in the Middle East region with uninterrupted presence since 1926.
Deloitte is among the region’s leading professional services firms, providing audit, tax, consulting, and
financial advisory services through 26 offices in 15 countries with around 3,000 partners, directors and
staff. It is a Tier 1 Tax advisor in the GCC region since 2010 (according to the International Tax Review
World Tax Rankings). It has received numerous awards in the last few years which include Best Employer in
the Middle East, best consulting firm, and the Middle East Training & Development Excellence Award by the
Institute of Chartered Accountants in England and Wales (ICAEW).

© Deloitte & Touche (M.E.). All rights reserved.

