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Disclaimer

The highlights summarised in this report draw on a selection of  ideas 

from the presentations of  the distinguished speakers at the conference. Care has 

been taken not to distort the views of  the speakers. A copy of  the presentations 

made at the conference and the unedited transcripts of  the speeches would be 

made available upon request to IEF and ORF. 

The views expressed in this report may not be attributed to any individual 

contributor unless explicitly cited.
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Introduction

he creation of  a new 'architecture' for regional cooperation in the 

area of  energy in general and hydrocarbons in particular will be a Tcritical step in the process of  Asia's development. This would 

require support of  the concerned governments and various other players 

including industries, institutions, regulatory bodies and consumers. The 

intense hostility between India and Pakistan, the largest nations in South 

Asia is one of  the biggest barriers to regional cooperation, but the story 

of  the European Union offers hope. European nations fought many wars 

and yet they took the first step of  creating the coal and steel network 

which proved to be instrumental in bringing the nations together. 

South Asian economies are quite different from each other, but there are 

some commonalities as well. They have high levels of  energy import 

dependence, particularly for oil, and are vulnerable to volatility in global 

crude prices. India, the largest South Asian economy, imports 80 percent 

of  its crude oil needs while Pakistan, the second largest, imports over 84 

percent of  its needs. Bangladesh imports over 95 percent while all other 

South Asian economies are completely dependent on imported oil. All 

economies have highly regulated domestic energy markets and have 

limited ability to alter their energy consumption patterns significantly. As 

the price of  energy does not often reflect the 'value' of  energy, these 

economies are not among the most efficient energy users. Millions of  the 

subcontinent's energy consumers are energy poor, as they do not have 
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access to modern energy services even to meet basic needs such as 

lighting and cooking. Energy transportation and distribution 

infrastructure is inadequate within each country and existing 

infrastructure is often poorly maintained.  

On the other hand, the rise of  Asia in the midst of  the global economic 

downturn is opening up unprecedented opportunities for cooperation.  

The economic crisis has 'levelled' the field, by proving that, irrespective of  

the size of  the GDP of  industrialised nations, it is the limited 'room for 

manoeuvre' in the domestic space that defines their stand in international 

forums. The economic crisis has in fact shrunk the space even further and 

consequently, policies that impact energy costs no longer find political 

support even in the richest nations. The persistent argument from 

developing nations that creating and sustaining jobs and livelihoods must 

be given the highest priority is finding new meaning in richer nations.  

Furthermore, the growing use of  coal in Europe on account of  its 

economic competitiveness despite its negative carbon emission 

credentials has muted criticism over Asia's dependence on coal for power 

generation. There is better understanding of  the fact that climate change 

policies need to be aligned with economic reality.   

Gas markets are in a state of  flux, but this too presents a unique 

opportunity. Long term contracts with rigorous 'take or pay' 

arrangements are being threatened by competitive short term deals made 

possible by surplus supplies that have been displaced by shale gas 

production in the United States. This has brought home the fact that 

energy prices and supplies respond more to competitive markets rather 

than policy fiat. This is an important message to South Asian nations 

which are likely to increase their dependence on imported oil and natural 
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gas substantially. Growing resource nationalism in energy exporting 

countries such as Indonesia, which is the source of  most of  South Asia's 

imported coal, is an emerging concern. The State, as both owner and 

producer of  resources, does not respond well to changing market 

conditions which create insecurities for consuming nations.  

  

Closer to home, the coal based energy system of  India is going through a 

crisis. Domestic coal production, which had been growing more or less 

steadily at 5 to 8 percent annually until 2009, has faltered on account of  a 

plethora of  domestic hurdles. Problems in obtaining environmental 

clearances as well as inability to acquire land for mining have reduced the 

annual growth in domestic coal production to about 2.5 percent and coal 

imports have surged to over $ 15 billion. Under the Business as Usual 

scenario, China and India would be requiring additional imports of  about 

1 billion tonnes over the next two decades. That would be 75 percent of  

the entire incremental demand for coal in the world. This huge demand 

for coal may well have resulted in a substantial increase in prices but for 

the fact that shale gas displaced much of  coal use in the United States.  

Even before the first LNG export terminals appear in the US, shale gas 

exports have begun, not as gas but as coal to Europe, and it is just a matter 

of  time before US coal heads to Asia. Natural gas too may be exported 

from USA in the form of  products like fertilizer and petrochemicals. 

Emergence of  unconventional gas is a welcome development, but there 

are certain uncertainties in terms of  quantity, price in the early stages of  

estimation and the possible laying of  cross-border pipelines which are 

likely to affect the price. These factors include LNG capacity in Australia, 

US, Africa and South America and increased risks for mega projects.  

Potential delays in LNG projects could tighten the market, but judging by 

developments, the global LNG markets may balance out by 2020. Spot 
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markets have increased to 20 percent of  the global trade and more spot 

quantities could be available after the expiration of  long term contracts in 

2015 or 2017.

The question on everyone's mind is whether a 'shale gale' similar to that in 

the USA would sweep across Europe and China leading to a global over-

supply of  natural gas. China's total gas imports will be 93.6 billion cubic 

meters (BCM) by 2015, bringing the country's import dependence for gas 

to over 35 percent, from 15 percent in 2010. Seeing the writing on the wall, 

China has moved rapidly to tap its own considerable shale gas reserves. Its 

second offer for 20 shale blocks concluded in October 2012 with 152 

bids.

The Central Asian Gas Pipeline is already a reality with the first section of  

two 650 km pipelines having been commissioned in December 2009. 

Beginning at the Turkmen-Uzbek border it is meant to transport gas from 

China National Petroleum Corporation’s (CNPC) gas fields in 

Turkmenistan through central Uzbekistan and southern Kazakhstan 

before reaching Horgos. From here, an 8700 km Second 'West-East' 

Pipeline (crossing 14 states linking other domestic gas fields in the Pearl 

River and the Yangtze River delta and ending in Hongkong) will be built.  

By the end of  2013, this could be supplying 30 BCM of  gas from Central 

Asia to China. 

India's situation, however, may be less fortunate. Despite the 

Turkmenistan-Afghanistan-Pakistan-India (TAPI) deal, it is estimated 

that 40 to 50 percent of  demand will need to be met by imported LNG, 

making India one of  the largest LNG importers in the world. It is very 

likely that India would be entering into large volume and long term gas 

contracts over the next few years. Given the infrastructure requirements 
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as well as the 'take or pay' commitments these could involve, it is 

absolutely essential to understand that gas markets are almost impossible 

to predict. If  the EU experience regarding long term supplies from Russia 

shows anything, it is that flexibility has to be an essential part of  these 

contracts. More than ever it is vital that market realities be taken into 

account to formulate a robust gas sourcing strategy for the country and 

the region.

Across Asia, there is huge unmet gas demand resulting from poor 

infrastructure and severely restrictive markets. Both impact the region’s 

ability to either produce its own gas or import gas. China perhaps is the 

only country which has been aggressively trying to align domestic prices 

with the market.

Over the coming years, given the resource constraints, there will be an 

inexorable march towards market prices. However, if  Asia strives to build 

strong regional markets, it can source fuels competitively. Such regional 

integration can have far reaching consequences across the world. It would 

facilitate major shifts in global inter-dependence, and could re-define 

global geo-politics. 

Countries across the region need to move rapidly to upscale their poverty 

alleviation programmes through employment generation in the 

secondary and tertiary sectors of  the economy in the next few years. 

Given the context of  access, it would be futile to wish away energy 

subsidies. But subsidies have to be administered in ways that allow 

markets to allocate and substitute scarce resources and also promote 

conservation. The recent announcement of  the roll out of  direct cash 

transfers in India, if  taken to its logical conclusion, can be the biggest 

single reform since 1991.  
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Given the right vision and the capacity to learn from each other's 

experiences and mistakes, the coming years can see very different regional 

alignments as priorities are re-defined and Asian neighbours increasingly 

deal and transact with each other. It is evident from the experience of  

developed nations that mature and integrated markets are the only means 

of  ensuring that the world's largest emerging consumers finally emerge as 

the 'price-makers' rather than the 'price takers' they have traditionally 

been. In the way forward, the constant need is for better integration rather 

than isolation and this is the most important lesson for emerging Asia.

ORF Seminar Series

www.orfonline.org6



Regional Cooperation: A View from India

(Key messages from the speech by Mr. Mani Shankar Aiyar, Former Union 

Minister of  Petroleum & Natural Gas, India at 11th Petro India)

India, on whose shoulders the responsibility of  cooperation 

largely rests, has traditionally handed over energy diplomacy (or the 

process of  building regional bridges, both soft and hard) for enabling the 

flow of  energy, particularly hydrocarbons, across borders, to the private 

and public companies; the Government has focussed itself  almost 

exclusively on nuclear power.

Nuclear power has been running into problems which were unforeseen at 

the time of  the Indo-US nuclear agreement. The accident at Fukushima 

has altered public sentiment towards nuclear energy in India and is 

fuelling popular protests against locating nuclear plants anywhere in the 

country. In general, the objection is not to nuclear power, but to the 

location of  the nuclear plant. Yet, even if  all plants are built, going by the 

most optimistic estimates, India will not be able to meet more than 5–6 

percent of  its energy requirements from nuclear sources. Even if  the idea 

that India could become the 'Saudi Arabia of  nuclear energy' owing to its 

large thorium reserves is true, it is a distant dream and India's energy 

needs must be met with other alternatives until this dream is realised. The 

role of  regional cooperation and integration is most critical in this regard.  

Despite many efforts from well known thought leaders, even a 

'knowledge network' has not been created in the region. A knowledge 

network is important to unlock many resources that are trapped in 
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difficult terrains. For example, coal resources can be developed 

underground without destroying the forest cover through underground 

coal gasification, a technology that was discovered in the USSR in 1927.  

Gas hydrates in the Bay of  Bengal can be tapped to extract natural gas 

with appropriate technology. There could be vast hydrocarbon resources 

in the Deccan Trap, which can be found and produced with the right 

technology. There could be fossil fuel deposits at the point where the 

Indian subcontinent meets the Himalayas, but it is virtually unexplored 

for the want of  technology. If  the South Asian region does not have a 

knowledge network and if  it does not work with foreign companies who 

have the political ability to overcome the hurdles that India has created in 

its relationship with its neighbours, how can the region move forward? 

Very often foreign policy objectives of  a South Asian country come into 

conflict with its energy objectives which thwarts efforts towards 

cooperation. India's investment in the gas blocks in Myanmar is a case in 

point. The flow of  gas from Myanmar to India was seen as an 

unwarranted conduit for the flow of  unwanted people moving from 

Bangladesh to India by those responsible for foreign policy. 

The idea that gas can be brought from Turkmenistan via Afghanistan and 

Pakistan to India has been around for a long time. It has even been 

extended to include Uzbekistan (UTAPI) and the Kazakhstan (KUTAPI) 

and even further to Russia (RUKUTAPI) and then to Azerbaijan 

(ARUKUTAPI) but almost nothing has happened so far primarily 

because the political bonds between the nations are weak. The idea of  

setting up a pan-Asian cooperative framework involving both producers 

and consumers has also gone into the past. 
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South Asia needs to recognise that Iran, Iraq, all the Gulf  countries, Saudi 

Arabia and Central Asia––particularly the belt from Azerbaijan through 

Southern Russia around Astrakhan into Kazakhstan and Turkmenistan 

and out into Uzbekistan––are some of  the richest areas of  gas and oil that 

one can conceive and that the Caspian Sea is almost just 'a bit of  water 

floating on top of  a vast quantity of  oil and gas'. Four of  the world's 

biggest consumers and potential consumers of  imported energy namely 

Japan, Korea, China and India surround these resources, yet we do not 

have an agreement for a cooperative import strategy. This is because we 

do not have a shared vision for the future. A shared vision needs to be 

developed for a prosperous future.
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Regional Cooperation: A View from Pakistan

(Key messages from the speech by Mr. Usman Aminuddin, Former Federal 

Minister of  Petroleum, Pakistan at 11th Petro India)

India and Pakistan play an important role in South Asia, but even 

in the best of  times the relationship between them is complicated.  Back 

in 1972 Mr. P.N. Haksar, advisor to Prime Minister Indira Gandhi, 

remarked that Pakistan and India share the same economic woes and if  

they stop 'bickering' and develop a modicum of  cooperation in 

international economic forums, the two countries could 'go places'.  

Though the dominant paradigm in the world today is one of  cooperation, 

there is a strong lobby in India that believes that it would be a sign of  

weakness for India to show flexibility, an exercise unworthy of  a big 

power. This is the kind of  defeatist thinking that keeps the largest country 

in the region from turning around the relationship towards cooperation.  

Cooperation will require visionary national leadership, which is 

conspicuously non-existent on both sides of  the border.  

The Iran-Pakistan-India project was started in 1990 when the Iranians 

approached the government of  Pakistan to allow the flow of  gas through 

Pakistan into India; Pakistan was initially opposed to this idea.  Mr. K.V. 

Rajan, former Indian diplomat and a member of  the Indian National 

Security Council acknowledged in 2004 that a few leaders had spoken 

with passion and persuasiveness about the central role of  gas pipeline for 

the future of  Asia. Former Minister of  Petroleum & Natural Gas of  

India, Mani Shankar Aiyar who had a simple thesis: 'if  this is to be the 
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century of  Asia, then Asian energy security must be assured through 

cooperation between consumers and producers and substantially through 

the transportation of  natural gas through pipelines linking the gulf  and 

Central Asia through South Asia and all the way to China.' There are 

thousands of  kilometres of  pipelines from Russia, Central Asia, and the 

North Sea to Western Europe. There are hardly any pipelines in Asia 

moving eastward and southward; this still remains the dream.  

But one can dream that if  in the next 10 years everything goes right, there 

will be a South Asian Economic Union with no barriers to the movement 

of  goods, services, capital and labour. South Asia will have regional 

regulatory norms, instruments and institutions to ensure a level playing 

field for producers, manufacturers and consumers; cross-recognition of  

qualifications, skills and certification with common professional 

governing bodies for tradesmen, engineers, doctors, lawyers and 

domestic supplier status for business in procurement tenders for all 

countries. There might be a common currency. There may be common 

environment norms, laws and institutions, backed by a South Asian 

environmental protection agency. There may be South Asian bodies to 

regulate water ways, manage river systems, establish water usage and 

distribution norms, monitor water rights and tables, control deforestation 

and, oversee reforestation by encouraging biodiversity and preserve 

ecosystems.  

It was with this view that in 2003, Mr. Usman Aminuddin, Pakistan's 

former Minister of  Petroleum proposed the creation of  a South-Asia 

infrastructure fund. This proposal was picked up by the South Asian 

Association of  Regional Co-operation (SAARC) and incorporated in 

their recommendations, but nothing has been done since then.
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The point on mutual trust is a singularly important question. Can India 

and Pakistan put their six decade old animosity behind and work together 

to sign a treaty of  friendship to open the prospect for reconciliation? 

Schumann, who was the driving force behind the reconciliation between 

European nations, believed that the guiding principles were moral 

principles based on equity between states and not-power politics of  

domination. Before any agreement could be signed, Schumann worked 

tirelessly for over three-and-a-half  years by keeping in close touch with 

Carl Arnold, the Minister and President of  North Rhine-Westphalia, the 

province that included the coal and steel producing Ruhr. He gave 

speeches, broadcasts and met unions, politicians, government 

organisations, but above all the stakeholders on both sides. The Treaty of  

Paris was signed on April 18, 1951 initially by the European nations of  

Germany, France, Italy, Belgium, Luxemburg, and Netherlands.  Over the 

years, a much more expanded Europe signed 10 more treaties culminating 

with the Lisbon Treaty of  2007.  

For a broad joint agreement between India and Pakistan, substantial work 

has to be done to bring all stakeholders on board. In the last 65 years, Mr 

Aiyar was the first Indian Petroleum Minister to visit Pakistan but none of  

his Pakistani counterparts have ever visited India. Pakistan's interaction 

with India on various issues was through third parties like Saudi Arabia, 

Iran, Turkmenistan or even China. 

 

At the Oil Ministers' Conference in Saudi Arabia in 2000, Mr Usman 

Aminuddin, the erstwhile Minister for Petroleum, went against the advice 

of  his foreign ministry to discuss the Iran-Pakistan-India (IPI) project 

with his Indian counterpart. He pointed out the competitive price of  

$1/mmbtu at which the deal could be settled but India did not respond.  

That dream of  getting cheap piped gas into the country did not become a 
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reality and, as a consequence, gas is now being bought at a price of  $12-

14/mmbtu. The poor people of  India and Pakistan are paying the 'price' 

as the high priced energy excludes them from access to energy. If  South 

Asia wishes to forge regional energy cooperation and give hope to the 1.5 

billion people in the subcontinent who rely on wood, coal, charcoal or 

other ways to cook their food, breathing in toxic waste that causes lung 

disease and kills nearly 2 million women and children every year, the 

region needs to start thinking differently. 

 

As per a Wood Mackenzie study, global energy demand could double in 

the first half  of  the century, driven by economic successes. According to 

the study, as many as three-billion people would join the middle class by 

2030 to buy their first cars, washing machines and televisions. To keep 

pace, the world must invest heavily in all energy resources from oil and 

natural gas to solar and wind energies. According to IEA, the world will 

need to invest some $ 38 trillion to meet the projected energy demand in 

the period up to 2035. Despite the recent fall in oil prices, the long-term 

trend is still likely to be one of  high and volatile prices, as demand is sure 

to put supplies under pressure. The SAARC region's primary energy 

demand could increase by around half  by 2030 and its power demand 

could triple by 2030.

SAARC is a natural gas deficit region. Bangladesh is deficit by more than 1 

million tons of  oil equivalent (mtoe) and India by 16 mtoe. Pakistan and 

Bangladesh are heavily dependent on natural gas; the natural gas deficient 

is likely to increase from current 8 billion toe to 139 billion toe by 2020. 

 

The LNG versus natural gas pipeline controversy is not an 'either-or' 

situation.  Both need to be pursued. The SAARC region is well located to 

receive LNG from the Middle East as well as Asian countries including 
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Vietnam and Myanmar.  The SAARC regional energy trade study carried 

out by ADB in 2010 suggested four ways to facilitate regional 

cooperation.  They are:

1. Regional/sub-regional power market

2. Regional/sub-regional refinery

3. Regional/sub-regional LNG terminal

4. Gas transmission expansion and regional/sub-regional power 

plants

There are many excellent examples for the Asian Energy Grid such as the 

Greater Mekong River Agreement, Nordic Power Pool, European 

Regional Energy Market and the South-African Power Pool. Their 

success in achieving a Government level agreement that institutionalised 

the interaction between different member states and stakeholders and 

facilitated the establishment of  a super-national authority and building of  

infrastructure and transmission networks has increased the availability of  

reliable energy for citizens.

Some of  the hurdles for regional energy cooperation are:

1. Political instability

2. Lack of  economic agreement 

3. India's preference for bilateralism

4. Lack of  trust at all levels

International experience and case studies show that once the 

circumstances of  political trust and commitment to cooperation are 

established, technical and commercial problems are relatively simple to 

resolve. Donor agencies too can play a constructive role in the 

establishment of  successful Regional Energy Cooperation.  
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The situation in Pakistan today is totally different from what it was a few 

years ago. There is a great desire of  peace with India. There is a great 

desire to resolve outstanding issues and cooperate. It is up to India to 

reciprocate and capitalise on this desire. 
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Potential for Regional Trade

When we talk about regional cooperation and trade, we are talking 

about the Indian subcontinent and the South Asian Association for 

Regional Cooperation (SAARC) region. This is a region which has 

potential both in human capital and natural resources. It is a region where 

people are dreaming of  a better tomorrow. This region has countries, 

which include the ten largest nations on earth, but it also includes some of  

the most populous nations. GDP per capita among the nations is among 

the lowest in the world––none of  them are among the top 100 in the 

world as far as GDP per capita is concerned.

India's exports to its neighbouring countries are less than 5 percent of  its 

total trade and India's imports less than 1 percent. The energy sector 

cannot be divorced from this overall trade environment. The South Asian 
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Particulars Afghanistan Bangladesh Bhutan India Maldives Myanmar Nepal Pakistan Sri 
Lanka

Area
('000 sqkm)

652 (41) 144 (95) 38 (137) 3287 (7) 0.298 (210) 677 (40) 147 (94) 796 (36) 66 
(122)

Population 
(in million)
(Jul’12 est.)

30 (40) 161 (8) 1 (165) 1205 (2) 0 (176) 55 (24) 30 (41) 190 (6) 21 
(57)

GDP 
(PPP in $ bn)  
(2011 est.)

 

29.74 (111) 283.5 (46) 4.31 (170) 4421 (5) 2.8 (180) 82.68 (78) 38.08 (102) 488.4 
(28)

116.3 
(66)

GDP real 
growth rate 
(%) (2011 
est)

5.8 (49)

 

6.5 (39) 5.3 (58) 6.8 (35)

 

5.8 (50)

 

5.5 (55)

 

3.9 (103)

 

3 (123) 8.3 
(16)

GDP per 
capita (in$)  
(2011 est.)

 

1000 (217) 1900 (195) 5800 (143) 3700 (165) 8600 (119) 1300 
(204)

 

1200 (207) 2800 
(175)

5700 
(146)

Coast line 

 

(in kms)

 

Landlocked 580

 

Landlocked

 

7000 644 1930

 

Landlocked 1046 1340

 

Table – 1: South Asia: Demographic & Economic Indicators

Note: Figure in bracket is country comparison with the world.Source: Presentation by Mr. Ashok Dhar 



region produces 1 million barrels a day (mbpd) of  oil, consumes 4 mbpd 

and imports 3 mbpd. The net deficit situation is unlikely to change 

especially with regard to oil because most of  the people in South Asia are 

likely to demand greater access to motorised transportation. Growth in 

demand for liquid petroleum fuels will be driven by transportation in the 

absence of  sustainable alternatives. The demand from this region is likely 

to be in the range of  550 million tons of  oil equivalent (mtoe), which is 

likely to grow to about 700 mtoe by 2020. South Asia produces 4.2 billion 

cubic feet (bcf) of  gas and consumes more gas than it produces. The 

region consumes more coal than it produces despite the fact it has proven 

reserves of  125 billion tonnes. Overall energy demand of  the South Asian 

region outstrips supply by a huge margin. For natural gas, there is no net 

exporter barring Myanmar. The potential exists for coal export, but 

substantial domestic policy initiatives are required before any progress is 

made.

There is however one segment where the region has great opportunities 

for inter-regional trade––the area of  refined petroleum products. All 
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Afghanistan Bangladesh Bhutan Maldives Myanmar Nepal Pakistan Sri Lanka Total Region

Exports 

Value (Rs Crores) 2429 18387 1104 598 2645 13130 7448 20951

% Share

 

0.17

 

1.25

 

0.08 0.04 0.18 0.9 0.51 1.43 4.56

Imports

Value (Rs Crores) 622 2793 974 92 6352 2639 1918 3436

% Share

 

0.03

 

0.12

 

0.04 0

 

0.27 0.11 0.08 0.15 0.8

Total Trade

Value (Rs Crores) 3051 21179 2079 690 8997 15770 9366 24387

% Share

 

0.08

 

0.56

 

0.05 0.02 0.24 0.41 0.25 0.64

Rank 83 40 91 120 53 42 52 35

Trade Balance
(Rs Crores) 1807

 

15594

 

130 506 3708 10491 5531 17516 47867

India Total Export – Rs.1465959 Crores 

India Total Import – Rs.2345463 Crores 

Table – 2: South Asia: Trade with India

Source: Presentation by Mr. Ashok Dhar 



countries in the region import petroleum products except India. The total 

consumption of  petroleum products in the region comes to about 3.9 

mbpd a day and the refining capacity comes to 4.4 mbpd which gives a net 

surplus of  0.4 mbpd. India's surplus comes to 0.83 mbpd. The combined 

import of  countries other than India is only 0.4 mbpd. The optimal trade 

flow given by any logistics optimisation software tool would be to supply 

north of  Pakistan from Bhatinda or Panipat as it would offer better cost 

and infrastructure optimisation than taking petroleum products all the 

way from Karachi port.

Pakistan's petroleum market can be divided into two zones––Punjab and 

the North-West Frontier Province (Zone I) and Baluchistan and Sindh 

(Zone II). Zone I consumes almost 63 percent of  its petroleum products 

demand and Zone II only 37 percent. Zone I is close to Panipat and 

Bhatinda; Zone II is close to any refinery on the West Coast or the Gulf  

of  Kutch, such as Jamnagar, Mumbai, and Mangalore. This optimal 

product movement is logistically possible and most desirable from an 

economic point of  view.
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Table – 3: South Asia: Energy Trading Potential

Source: Presentation by Mr. Ashok Dhar 

Yes No Yes No No No

Yes No Yes No Yes No

Yes No Yes No Yes Yes

Yes Yes Yes No Yes No

Yes No Yes No No No

Yes No No Yes No Yes

Yes No Yes No Yes No

Yes No No No Yes No

Country Oil & Petroleum Products Gas Coal

Import Export Import Export Import Export

Afghanistan

Bangladesh

Bhutan

India

Maldives

Myanmar

Nepal

 

Pakistan

Sri Lanka Yes No Yes No No No



Why isn't this logistically optimal option getting any attention? What have 

been the inhibiting factors? The first is the prolonged political tension 

between Pakistan and India and the attendant security implications.  

Second is the national policy and political mindset. There is reluctance to 

take efficient policy decisions because of  the presumed threat of  supply 

disruptions on account of  mutual hostility. The third is the infrastructure 

constraint. There is inadequate cross-border infrastructure due to a 

mismatch between distribution and consumption centres. The fourth is 

sector ownership which is predominantly with the State. Apart from 

controlling the sector, the State also regulates domestic retail price of  

products which inhibits cross border trading.
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Afghanistan Bangladesh Bhutan India Maldives Myanmar Nepal Pakistan Sri Lanka

Afghanistan x x x Transit for 
Energy trade 
with East 
Asia

x x x Transit for 
Energy 
trade with 
East Asia

x

Bangladesh x

  

x

  

Marginal 
hydropower 
& gas export 
via India

  

Significant 
hydropower 
& gas export

x

 

x

 

Marginal 
hydro
power & 
gas export 
via India

x x

Bhutan

 

x

 

Marginal 
hydropower 
export via India

 

 

x

 

Significant 
hydropower 
export

 

x

 

x

 

Unlikely; 
Similarity of 
resources

 

 

India

  

Supply 
Refined 
products 
via Pakistan

 

 

Supply Refined 
products 

 

Supply 
Refined 
products 

 

x Supply 
Refined 
products 

  

 

Supply 
Refined 
products 

Supply 
Refined 
products 

  

 

Supply 
Refined 
products 

Supply 
Refined 
products 

Maldives

 

x

 

x

 

x

 

x x

 

x

 

x

 

x x

Myanmar x Marginal 
hydropower 
export via India

 

x Significant 
hydropower 
& gas export

x x x x x

Nepal

 

x

 

Marginal peak 
hydropower  
support

x

 

Marginal 
peak 
hydropower  
support

  

x

 

x

 

x

 

x x

Pakistan

  

Supply of 
electricity 
and gas

x

 

x

  

Supply of 
gas

x

 

x

 

x

 

x x

Sri Lanka

   

x

 

x

 

x

 

Marginal 
peak 
hydropower  
support

x

 

x

 

x

 

x x

Table – 4: South Asia: Energy Trade Prospects

Source: Presentation by Mr. Ashok Dhar 



The way forward is to first initiate the right policy decisions. The narrative 

on energy security within each country is the independent pursuit of  self-

sufficiency. This has to change with what we may call friendship pipelines, 

friendship ferries and friendship freight corridors. This will convert the 

region into a seamless common market and an economic union on the 

lines of  European Union.

What could be the 'flow boosters which aid cross border energy flows'?  

These could include friendship product pipelines between Jalandhar and 

Lahore, which may eventually go up to Kabul, and between Haldia and 

Dhaka. South Asia could also have product ferries from Jamnagar to 

Karachi. 
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Table – 5: India's Refined Product Surplus Availability

Source: Presentation by Mr. Ashok Dhar 

Country

Refined Product Refining Installed Capacity

Production Consumption Net Export/(Import) 2011 2015 2020

000 bbls/day 000 bbls/day

Afghanistan 0 4.2 -4.2 0 0 0

Bangladesh 24.8 89.6 -64.8 31 31 31

Bhutan 0 1.7 -1.7 0 0 0

India 4125 3292 833 3967 4746 4906

Maldives 0 6.9 -6.9 0 0 0

Myanmar

 

16.7

 

40.6

 

-23.9 57

 

57

 

57

 

Nepal 0 18.4 -18.4 0 0 0

Pakistan 205.9 426.7 - 220.8 294 436 686

Sri Lanka

 

38.6

 

108.9

 

-70.3 50

 

50

 

50

 

Region 4411 3989 422 4400 5320 5730

Zones Province

Demand Concentration (in KT)

Demand (%)

Diesel Gasoline Jet/Kero FO

Demand Deficit Demand Deficit Demand Deficit Demand Deficit

Zone I Punjab/ NWPF 63% 4425 2266 1532 702 683 120 5792 4285

Zone II Balochistan / Sindh 37% 2599 1331 900 413 401 70 3401 2516

Total 100% 7024 3597 2431 1115 1085 190 9193 6801

Source: Presentation by Mr. Ashok Dhar 

Table – 6a: Pakistan's Refined Product Demand (Zone-wise)



Like the barges of  Europe, the region could have barges plying between 

Vizag, Paradip, Haldia and Chittagong or Myanmar. The SAARC region 

has plans for transnational corridors: Lahore-Delhi, Kolkata-Dhaka-

Agartala, Thimpu-Haldia and Thimpu-Chittagong. This quantum leap in 

connectivity will create a 'Schumann Plan' like transformational impact.  

Nobody can think of  Germany and France going to war. With 

transformational energy infrastructure linking nations no one can think 

of  war between India and Pakistan in 20 or 30 years. 

A united South Asia can harness tradable energy resources of  Iran, 

Turkmenistan, Tajikistan, Kyrgyzstan, Uzbekistan, and Kazakhstan.  

Afghanistan could be seen as a transit linkage.  Pakistan could explore for 

more gas and could be the transit for Iranian or Turkmenistan and other 

sources of  gas.  Nepal & Bhutan can export hydropower, and Myanmar 

gas. If  we envision a grid of  importing countries versus exporting 

countries, we will observe that every country has something to share with 

its neighbour. 
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Source: Presentation by Mr. Ashok Dhar 
Note: Zone I (Punjab/NWPF) is geographically and logistically near to India and shares close proximity to the Bhatinda Refinery/
Panipat Refinery and Jalandhar pipeline tap-off point.
Zone II (Balochistan/Sindh) can be logistically fed by Indian Refineries from Gulf of Kutch via Karachi and will replace product 
imports from Middle East.

Table – 6b

Destination To Road distances From (in Kms)

Closest Supply PointZones Province Main City Location Karachi Jalandhar Bhatinda Panipat

Zone I NWFP Islamabad North 1460 503 561 792 Jalandhar

NWFP Peshawar North 1364 639 697 927 Jalandhar

Punjab Lahore North 1282 133 205 415 Jalandhar

Punjab Multan Central 936 488 495 706 Jalandhar

Zone II Balochistan Quetta Central 692 1113 1084 1332 Karachi

Sindh Sukkur South 476 955 962 1173 Karachi

Sindh Hyderabad South 164 1262 1233 1150 Karachi

 

Sindh

 

Karachi South 0

 

1415 1385

 

1613 Karachi

 



Opportunities for Trade and Investment in the Hydrocarbon Sector

IRAN 

Iran is geographically close to energy thirsty countries in Asia.  Just 

4-5 days of  shipping can bring oil to the shores of  Mumbai. Iran is home 

to one of  the largest conventional gas fields in the world. Gas production 

in Iran is expected to increase to 1.4 trillion cubic meters in the next few 

years. Countries like Turkey and Armenia import Iranian gas. Iran is also 

considering an Iraqi request to import Iranian natural gas and a general 

agreement has been reached on this. The three ministers of  Iran, Iraq and 

Syria signed an agreement for transport of  Iranian gas to Syria.  

Iran is also working on developing the LNG option. The project includes 

two liquefaction trains with an expected capacity of  10.8 million tonnes 

per annum (MTPA). Iran is also working on gas to liquid (GTL) 

technologies and two small units have been successfully set up in the 

country with 10,000 bpd capacity. Iran is the third country in the world 

which has indigenously developed the technology for GTL. The other 

option for Iran is GTW, which is gas to wire. Iran is the main exporter of  

electricity to the region and plans to increase export of  power supplies to 

neighbouring countries and regional states. Last year, Iran exported a total 

of  7.8 billion GWh and this year it is expected to exceed 10 billion GWh.  

Iran has power deals with countries like Armenia, Pakistan, 

Turkmenistan, Turkey, Azerbaijan, Iraq, and Afghanistan.

Iran's strategy for investment and financing is based on oil and gas export. 

Iran aims to create a competitive environment for domestic and foreign 
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investment and for mobilising necessary finance through collaboration 

with foreign banks across the world.  

Iran's investment incentives in the petroleum industry include: the 

possibility of  assigning a project to approved applicants without 

participation in project's tender; incentives for investment in refineries 

inside the country which include a price of  95 percent of  Persian Gulf  

FOB price; the possibility of  assigning the 100 percent ownership of  

refineries to private investors assuring the purchase of  refining products 

from investor by the Petroleum Ministry at Persian gulf  FOB price; the 

possibility of  exporting refining products by investor. Establishment of  

an investment committee in March 2010 by the Petroleum Ministry as the 

exclusive reference for approval of  investment is another new initiative of  

the Government of  Iran. 
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Asian Neighbourhood

Singapore's approach to regional energy trade is a good example 

for South Asia.  The country is developing LNG terminals which are 

likely to change the regional dynamics in terms of  the LNG demand-

supply.  Singapore does not need LNG as of  now because it gets surplus 

LNG from Indonesia. Yet it is building a 12 MTPA LNG capacity so that 

it can become an LNG trading hub between Qatar, Australia, Japan and 

Singapore. The continued use of  large LNG carriers that load in Qatar 

and Australia and unload in Japan and Singapore will reduce 

transportation cost. Singapore is likely to become the hub of  

competitively priced LNG for East Asia. 

Moving further, there is Central Asia with abundant hydrocarbon 

reserves.  Kazakhstan has reserves of  gas and abundant reserves of  oil. It 

also has huge coal deposits. Though the resources are attractive for the 

subcontinent, the routes for evacuation of  resources are not 

straightforward. Kazakhstan is a landlocked country and is separated 

from South Asia by one of  the world's highest mountain ranges, namely 

the Himalayas. This makes pipelines between Kazakhstan and South Asia 

technically doubtful and commercially unattractive. The way out of  this 

conundrum is for India and other South Asian countries to invest in the 

resources of  Kazakhstan and sell equity oil into the world markets or look 

for swap opportunities. Gas exports from Kazakhstan are far less likely 

than oil as the economics are not favourable.  

Turkmenistan has some of  the world's largest known gas reserves, but 

negligible oil reserves although it is an oil exporter via the Port of  

ORF Seminar Series

www.orfonline.org24



Turkmenbashi on the Caspian Sea. However Turkmenistan is also 

landlocked. Like Kazakhstan, Turkmenistan has a long and successful 

history of  hydrocarbon exploration and production and, like Kazakhstan, 

it has its own national resource champion Kuzmunegaz (KMG) and 

Turkmenistan has Turkmen Gas. Both companies have inherited nearly 

100 years of  hydrocarbon development. Turkmenistan is very different 

from its northern neighbour Kazakhstan. It is constitutionally a neutral 

state; it sells its energy at its borders and does not allow onshore 

Production Sharing Agreements (PSAs) or Contracts and favours service 

contracts. 

As pipelines from Central Asia and the Middle East may continue to be a 

distant dream for the foreseeable future, Asia is likely to remain a primary 

global buyer of  LNG. The bulk of  the growth will be coming from China, 

India, and South-East Asia and will account for 35 percent of  incremental 

global demand growth till 2030. China is pursuing multiple options so as 

to create flexible infrastructure options to meet its demand. Even before 

gas supplies are fully tied up, China is a building infrastructure with 

massive investment. In terms of  cross-border pipelines, five are in the 

'pipeline' from Central Asia, West Siberia, Sakhalin, Uzbekistan and 

Myanmar, totalling up to 76 million tons per annum (MTPA) of  capacity, 

which will be in place anytime from now to 2017.  Re-gasification facilities 

including existing capacities and those under construction total 43 

MTPA, along with potential addition of  37 MTPA taking the total to 80 

MTPA. The lesson from China is that infrastructure is needed to create a 

market.
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Bridging the Gap: Hard Infrastructure

Hard infrastructure is a critical determinant of  what happens in 

the rest of  the sector nationally and regionally. Proper price discovery in 

the gas market is not possible unless people are able to articulate their 

demand. If  people in many parts of  the country and different parts of  the 

region are not connected to the gas grid they cannot articulate their 

demand for gas at any price. If  they are not really part of  the market then 

the price that is discovered through a limited competitive bid by those 

who have access to the pipeline would neither be a notional price nor the 

real price. This is not just for actually articulating demand but also supply. 

Furthermore, unless there is demand and supply, rational price cannot be 

determined. This is a chicken and egg situation where unless you know the 

price, consumers may not be in a position to articulate demand. 

 

In India the issue of  subsidies for cooking gas concerns a minor segment 

of  demand. The total demand for cooking gas in India is actually a very 

small proportion of  the gas that is being consumed in India. Unless a 

pipeline network is in place one cannot think of  displacing Liquid 

Petroleum Gas (LPG) with compressed or piped natural gas. The most 

effective way of  removing subsidies in the cooking fuel segment is to 

supply piped gas and this is possible only if  you can actually have a 

detailed gas pipeline network that reaches every major town in this 

country. This might sound like a dream, but gas networks developed in 

any country in the world first started with an elaborate gas pipeline 

network which looked like the system of  blood vessels in the human body.  

Who will build such a network? Should this be publicly funded and 

publicly built or can this be entrusted to private developers? Is it even 
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possible for the government or any government undertaking to take on 

the responsibility of  building this kind of  an elaborate pipeline network?  

If  not, then the private parties need to come in.  

The same logic is applicable in the regional gas market. The idea of  linking 

Iran and India via Pakistan with a gas pipeline is nearly three decades old 

but it has failed to take off. The Iran-Pakistan-India (IPI) pipeline was 

actually initiated by the United States way back in 1990s. There was a 

group that was constituted through funding from the Rockefeller 

Foundation and UNDP in 1994, which comprised  two leading politicians 

from Pakistan and India.  From Pakistan, there was Mr. Shah Mahmood 

Qureshi (who became Foreign Minister in 2008) and Mr. Shahid Khaqan 

Abbasi; one was from the People's Party and the other was from the 

Muslim League. From India, there were two gentlemen, Mr. Jaswant Singh 

and Mr. Mani Shankar Aiyar; one was from the BJP and the other from the 

Congress Party.  On the technical side, Mr Hilal Raza from Pakistan and 

Mr Yogi Mehta from India were invited.  

The first presentation on the IPI was made in 1995 in Singapore. The idea 

was to convey to India and Pakistan that if  they were the joint importers, 

the price of  gas would be low because of  economies of  scale. Both the 

Indian politicians were doubtful as the two countries had fought three 

wars, but the technical experts offered the example of  the Indus Water 

Treaty which had withstood three wars and many disputes to offer hope.

      

More recently, the principle of  Mutually Assured Disruption (MAD) has 

been offered as a means to bridge the trust deficit between the two 

nations. If  the pipeline coming from Iran goes through Pakistan and then 

into India at Jaisalmer and is extended to go to Karachi, Lahore, 

Rawalpandi and then back to other Indian states, then the risk of  
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disruption could be shared by both parties. If  there is a disruption 

anywhere in the pipeline, supply to Karachi, Lahore and Rawalpindi will 

be cut off. If  India deliberately cuts off  the supply to Pakistan then 

Pakistan can cut off  the supply to India. The cost of  the additional route 

would be small as it entails only 100 km of  extra pipeline. 

Tehran is determined to complete Iran-Pakistan 11,000 km pipeline 

project by 2024 and it has reached an understanding on this with 

Islamabad. The gas will be supplied from the South Pars field. The initial 

capacity of  the pipeline will be 22 BCM per annum, which is expected to 

be later raised to 55 BCM. So far, Iran has completed 900 km out of  1100 

km of  work on its territory. Iran has also offered a $ 500 million loan to 

• Nepal-India-Bhutan-
Bangladesh

•

•
•
•
•
•

Kyrgyzstan-Tajikistan-Afghanistan-
Pakistan
Tajikistan-Afghanistan
Uzbekistan-Afghanistan
Turkmenistan-Afghanistan
Iran-Afghanistan
Iran-Pakistan

• Pakistan-India-Nepal

• India-Sri Lanka

• India-Bangladesh
India-Myanmar
India-Nepal

•
•

Figure – 1: SAARC Energy Ring – Power Grid

Source: Presentation by Mr. Hilal Raza
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Pakistan recently which comprises $ 250 million loan by Teheran to 

Islamabad and another $ 250 million given by commercial banks to cover 

the cost of  the projects execution and also supply of  part of  the 

equipment needed for the pipeline. The under-sea pipeline option of  

transporting gas to India is still on the table. 

 

TAPI, the Turkmenistan-Afghanistan-Pakistan-India pipeline, is seen to 

be a more feasible option, but it comes with huge geopolitical risks and a 

relatively small amount of  gas. Doubts remain over the progress of  TAPI.

The Russian attitude, considered benign to Chinese gas demand and 

served by overly competitive deal from Turkmenistan only increases the 

confusion. Azerbaijan is likely to be of  interest to South Asia. However, 

with its natural orientation to the West along with an export infrastructure 

directed towards the West already in place, South Asia's options for a 

mutually beneficial relationship are limited. The Baku-Tbilisi-Ceyhan 

(BTC) Pipeline running through Turkey's Mediterranean coast 

predetermines the direction towards which its exports will go. As refining 

capacity is also to be developed in Ceyhan, access to crude for export will 

be limited. Ownership of  most of  the assets by the Azari State Company 

makes it a limited long-term attraction. 

 

Another grand idea for regional integration of  the energy infrastructure 

comes from the SAARC leaders' forum, which initiated the 'energy ring' 

concept in the 2004 summit at Islamabad. This vision was taken forward 

by the SAARC Energy Centre which drew up a concrete plan.  The energy 

ring essentially connects the resource-rich Central Asia and Middle East 

with the resource poor South Asia.
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Bridging the Gap: Soft Infrastructure

Things have been changing slowly in the SAARC region, but what 

has changed has permanence and that is the downside and the upside of  

the inter-governmental cooperation. Consensus of  eight countries is not 

easy. But there is a perverse common element between these nations. 1.6 

billion people or one third of  the population of  South Asia live below the 

poverty line and all eight countries are net energy importers.

Nearly one-fourth of  the energy input that goes into economic 

development of  the region comes from traditional biomass. This is the 

area that requires focus. The per capita energy use in the SAARC region is 

only 514 kg of  oil equivalent per capita per year, which is dismally low 

compared to other regions. SAARC has formed a ministerial level energy 

forum under which there is a working group on energy which comprises 

senior officials of  the relevant ministries. Four energy expert groups have 

been constituted, one each on oil and gas, electricity, energy efficiency, 

and lastly on coal. The SAARC Energy Centre has been established at 

Islamabad to coordinate these activities and to have the role of  

Country/Region Energy Use kgoe/capita/yr ACGR in last 10 years Electricity Use kWh/capita/yr ACGR in last 10 years 

SAARC 

USA 

EU 

BRAZIL 

MALAYASIA 

CHINA 

WORLD 

514 

7,051 

3,536 

1,243 

2,391 

1,695 

1,788 

2.5% 

-1.2% 

-0.4% 

1.4% 

3.0% 

 

6.9% 

 

0.9% 

 

517 

12,914 

6,592 

2,206 

3,614 

 

2,631 

 

2,803 

 

4.1% 

-0.3% 

0.7% 

1.9% 

3.3% 

11.2% 

2.0% 

 

Table – 7: Energy Poverty of SAARC Region

Source: Presentation by Mr. Hilal Raza
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implementation. The recommendations of  the SAARC expert group on 

oil and gas are in place but have yet to be implemented.

In the SAARC region the universal truth 'demand increases faster than 

supply' applies. While overall demand for energy continues to rise, 

responses keep changing. The progression from biomass to coal to oil to 

gas to nuclear is now compounded by the arrival of  renewables and 

unconventional gas and oil, and while these add resources they also add 

unprecedented confusion, confusion that can be seen in the unwillingness 

of  companies to build power stations. This is especially so in Europe 

which is surrounded by energy sources as never before and yet electricity 

shortages and burnouts are being considered as a real possibility. After the 

backlash against nuclear power following Fukushima, investors do not 

know into which form of  power generation to put their money.

This is a clear illustration of  how policy uncertainty contributes to 

paralysis in the sector.  

Regional Energy Cooperation

Total Energy: 810 MTOE Commercial Energy: 606 MTOE

Figure – 2: Energy Use Pattern in South Asia

Source: Presentation by Mr  Hilal Raza
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There are a whole lot of  soft policy related issues that actually revolve 

around creating hard infrastructure such as pipelines, especially for 

natural gas. There is the issue of  pricing freedom for gas. Unless you have 

consumers who are allowed to pay the price they are willing to pay for the 

gas they consume, a gas market will not develop in the country. 

When Fukushima shut down nuclear power in Japan, a large part of  the 

Japan's energy needs were being met by natural gas. This should have 

resulted in a huge upsurge in natural gas prices around the world. But it 

did not happen because there was surplus gas in the Middle East and 

Central Asia and their traditional buyers in Europe started importing coal 

from the United States. When gas prices started going up in Middle East 

and Central Asia because of  increased demand from Japan, Europe 

switched from gas to coal. Why was coal available in the United States? It 

was available because of  the huge upsurge in shale gas production which 

displaced coal. As there were no controls on fuel prices in these regions it 

was possible for fuel substitution to take place at the global level. This 

substitution prevented skewed price increase for a single fuel. Unless such 

flexibility is introduced in South Asia, the likelihood of  skewed price 

increases for a single fuel and shortages are likely to continue. It is not true 

that pricing freedom means a unilateral upward movement of  fuel price. 

It is entirely possible that prices would actually come down when the 

increased supplies begin to play upon global demand and supply.

 

Natural gas has become the chosen fuel of  the 21st century all over the 

world as it is environmentally friendly, cost effective, relatively safe and 

available in abundance. Natural gas dynamics are changing fast and have 

become more challenging in the recent past with geopolitical 

developments influencing the sector. The recent developments in 

Atlantic are changing the course of  markets, price and availability. The 
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recent advent of  shale gas is a game changer. The shale gas boom has 

turned assumptions about the future of  US and global energy picture 

upside down. Players in the sector are revisiting their long-term vision, 

reshuffling their strategies to meet this unprecedented change. The surge 

in shale gas production has happened so quickly that in US drilling activity 

has risen ahead of  the regulations and the public understanding. Re-

gasifiers are becoming liquefiers and the decade's average of  Henry Hub 

price of  $5.78 dollar/mmbtu has recently tumbled below $2/mmbtu. As 

per the projections by IHS Global, shale gas will account for 60 percent of  

the US production. The international energy agency estimates that the 

world currently has 250 years' supply of  natural gas. Therefore, 

opportunities for grabbing supplies at reasonable and competitive prices 

will surface and South Asia in particular should note that it does not miss 

this opportunity.

Regional Energy Cooperation

Figure – 3: Domestic Gas Prices

Source: Presentation by Mr.  Suresh Mathur
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India's gas demand is projected to rise from 180 million cubic meters 

(MCM) of  gas to 780 MCM of  gas by 2032. This would mean an increase 

of  four times from current levels. When all planned capacities are in place, 

India will have a total re-gasification capacity of  160 million standard 

cubic meter of  gas per day. 

However, against these capacities, the contracts for supplies that India has 

entered into are inadequate. There is a need for a national policy to 

augment supplies. A number of  studies point out that a shift from liquid 

to natural gas in end uses such as transportation could contribute towards 

a substantial saving of  foreign exchange for India. This needs policy 

interventions which incentivises use of  gaseous fuels. India specific policy 

interventions such as 'declared goods' status for natural gas and the 

removal of  custom duties could make a good beginning. 
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SAARC Initiatives on Regional Cooperation

The SAARC Energy Centre was established in 2006 at Islamabad 

to initiate, promote, and facilitate cooperation in energy sector of  SAARC 

member states for the benefit of  all. It is funded by all SAARC member 

states and supervised by a governing board comprising all member states. 

The professional staff  is selected on merit from member states and expert 

services are obtained through outsourcing also. The Centre has developed 

international cooperation with Asian Development Bank, UNESCAP, 

Japan, US, and Germany. The current projects that the centre has 

undertaken include an Action Plan on energy conservation and efficiency, 

approved and circulated to all the governments. Issues of  gender, energy 

and energy access have also been studied. Improved cooking 

stoves––SAARC Chullas––are to be introduced on a large scale in all the 

SAARC countries with the help of  SAARC Development Fund. The 

Centre is studying the energy efficiency in brick kilns as many kilns use 

inefficient technologies. 

 

The centre is also initiating capacity building of  energy auditors. A study 

has been done on energy trade and power exchange with the help of  

Asian Development Bank. A follow up study on the energy trade study is 

being done on the possibility of  setting up power exchanges between 

different countries. A study on harmonisation of  electricity laws and a 

study on energy pricing mechanism have also been done. SAARC is also 

promoting the learning of  best practices on the introduction of  

renewables between and among countries and sharing experiences on the 

construction, operation and maintenance of  LNG facilities. SAARC is 

promoting hydropower development and is carrying out studies to 
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identify sites and feasibility of  projects.  SAARC plans to organise a 

workshop on regional coal-based power plants this year. A study on co-

generation, sugar and paper industries will be carried out next year along 

with a study on rural electrification policies of  the member countries. On 

the resources side, SAARC has a small databank which is to be expanded. 

The geothermal energy potential of  South Asia has been studied. SAARC 

is also promoting the extraction of  non-conventional gas like shale gas 

and tight gas.

When we think of  the energy security in South Asia, we need to think of  it 

from two crucial perspectives; one is the sustainable development 

perspective and the other is the security/militaristic perspective. But in 

the case of  South Asia, the very nature and direction of  sources of  energy 

supply, demand, consumption, distributions and related geopolitics call 

for a regional approach to energy security. The critical question is the 

centrality of  India, its size and its exclusive geographical location that 

shares common borders with all. The border has so far been looked at 

purely from the energy security perspective, but borders must be looked 

at as opportunities.

The border regions of  India are shared by 17 out of  its 28 states and they 

have 94 districts on the borders. Cooperation across borders means 

sharing of  control over resources, physical and social infrastructure. That 

means a country has to a certain extent to abandon national control over 

these resources. For a small country like Bangladesh or Nepal, losing 

national control over natural resources means loss of  sovereignty. It 

becomes an issue of  nationalism. The country then tends to withdraw 

from the cooperation. This has been the case in South Asia in the past.  In 

Nepal, this has happened in the case of  water sharing and in Bangladesh 

over natural gas. But it is equally true of  a bigger country like India. It is 
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interesting that India, a very large country compared to its neighbours, is 

also very sensitive over losing national control over resources.

The India-Myanmar-Bangladesh gas project of  2005 was a new 

experience for India, as it was for the first time that India moved from a 

bilateral regime to a trilateral regime. For the first time negotiations were 

handled by the line Ministry, namely the Ministry of  Petroleum; the 

Ministry of  External affairs was merely consulted. The project stoppers 

were India's refusal to accept conditions by Bangladesh on the trade 

corridor to Nepal and Bhutan in the chicken neck region, the direct power 

import from Bhutan and management of  trade deficit by Bangladesh.  

Even in the SAARC framework, India started withdrawing from the 

process precisely because of  this syndrome of  losing national control.

If  gas was allowed to flow from Myanmar through Bangladesh into India, 

a transit route via Bangladesh to the north-eastern part of  India could 

have been envisaged. This could have gone a long way in realising India's 

desire of  reaching Myanmar and then South-East Asia. This could have 

opened a number of  vistas of  cooperation in South Asia with Bangladesh 

and with Nepal, but India lost the major opportunity. When geopolitics is 

brought in, ultra-nationalistic sentiments take over. More importantly, 

when the security or militaristic perspective takes over, it deprives the 

region of  cooperation. 

 

From the conceptual perspectives of  sustainable development and 

militaristic security, the rational management of  natural resources in 

South Asian countries must aim at optimising the economic benefit from 

the resource while also minimizing the security risks. Cross-border energy 

trade could ultimately be a panacea for many of  the development ills in 

the region, particularly the five Least Developed Countries (LDCs). 

Regional Energy Cooperation
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What is very critical in the entire context is to build confidence.  In South 

Asia there are many negative stakeholders. They thrive on conflict, 

violence, suspicion and mistrust. In the past, positive stakeholders were 

created through military Confidence Building Measures (CBMs), such as 

cease fire agreements, no first use of  nuclear weapons and so on.  What is 

needed now are economic CBMs and social CBMs.  Joint power projects 

could go a long way in building confidence at the economic and social 

level.  People have started talking about borders as opportunities and not 

as threats. Non-state actors from literary, cultural, professional 

institutions are interacting to make borders more meaningful.  

All South Asian nations are facing a severe power crisis. Apart from 

bilateral trade in power such as that between India and Bhutan and India 

and Nepal, there is also the possibility of  a model of  inter-regional power 

trade that includes China. If  the trade route between Sikkim and the Tibet 

autonomous region of  China is reopened, the south western part of  

China, which is short of  power, can be supplied by north-eastern part of  

India which has a huge hydro-power generation capability. The lengths of  

cross-border transmission lines between India and Bangladesh and India 

and Pakistan are merely 30 to 40 km, which can be constructed in a few 

months. This small piece of  infrastructure could be a great confidence 

building measure. 

   

Regional energy integration is not merely to fuel the economies, but also 

to save the economies. The total trade deficit in the region is because of  

the energy sector inadequacies. More than 50 percent of  trade deficit 

originated out of  one commodity, namely crude oil.  India in particular 

had to draw down its foreign exchange reserves to the extent of  over $ 12 

billion in 2011 for oil. This could have been avoided if  India produced 

another 17 million tonnes (MT) of  oil. To put it in perspective, 17 MT of  
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oil represents a 50 percent increase in domestic production but it amounts 

to only a 7-8 percent of  imports. If  India can increase its self-reliance in 

oil to 40 percent, it will be adding the equivalent of  Cyprus to its economy. 

If  self-reliance is increased to 50 percent the contribution to the economy 

would be equal to that of  Kenya and if  it is increased to 60 percent the 

contribution to the economy would be the equivalent of  Bulgaria. 

Alignment of  policy with clear objectives along with policy stability to 

gain investor confidence will be necessary to attract investment in the 

sector.

The objectives of  GDP growth, managing the fiscal deficit and managing 

energy security common to all South Asian nations have valuable lessons 

to be learned from Japan, China, USA, and Argentina. Japan rebalanced 

its energy system after the Fukushima crisis because the different price 

signals moved different hydrocarbons towards different locations in a 

manner that cannot be replicated by any other mechanism.
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Policies in place in different countries moved gas to the right place at the 

right time.  Pricing in Japan is based on international market prices which 

attracted LNG at the moment it was most needed. China changed its gas 

pricing policy in 2011 and ran an experiment in two states to try and see if  

they could successfully introduce market determent pricing. In December 

2012 the Chinese five-year plan showed that it intends to roll back 

regulation more widely with the aim of  attracting investment in domestic 

exploration and production. China considers development of  shale gas 

resources as an issue of  national interest. 

The United States tried to administer gas pricing from 1954 until 1989. 

There were various attempts to control gas prices and the objective was to 

ensure fairness to the consumer. These attempts to control gas prices for 

over many decades culminated in low prices, a drop in production and a 

drop in reserves. In 1976-1977 there were widespread gas shortages in 

some states and surpluses in other states. In 1989, USA passed the Natural 

Gas Wellhead Decontrol Act following which it deregulated gas prices in 

1993. Gas prices increased and peaked in 2006 and 2008 at about 

Long

Short moving to Long

Short

Flows

Shale as a potential shock

FIGURE – 5: NATURAL GAS RESOURCE / DELIVERABILITY

Source: Presentation by Mr. Brain Dodson
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$12/mmbtu.  These price spikes drove the so called 'shale gas revolution'. 

They stimulated investment in research and development of  the 

technology required to break the code for shale gas and the prices then 

started to fall.  

In Argentina, gas prices were controlled and were below $3/mmbtu for 

10 years. Reserve accretion and production fell dramatically. Argentina is 

the second largest holder of  conventional natural gas resources in South 

America. It is the third largest holder of  shale gas resources in the world 

and it is currently importing gas from other countries through pipeline 

and LNG. Argentina is de-controlling its gas sector to re-stimulate the gas 

industry. These are examples of  liberalised but wisely regulated markets 

for energy which were able to withstand disturbances in the energy 

market. South Asian energy markets, which are yet to open up and 

develop into mature markets, have much to learn from these examples. 
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Recommendations

In order for energy cooperation to flourish in the region, the 

countries must unequivocally resolve that:

1. Discussions and dialogues among South Asian Nations should 

emphasise the issue of  regional energy cooperation. The action 

plan for the South Asian Nations should match their shared 

dreams and the plans must endeavour to defeat the opportunistic 

thinking within individual countries.  

2. Energy in all its forms, be it coal, oil, gas, hydro or renewable shall 

not be viewed or used as a strategic national asset but as shared 

resource which can be traded between the nations. For example, 

electricity must become a commodity and generation and 

transmission must be treated as services.

3. The nations should investigate the numerous technical, economic, 

legal, political, social and environmental impediments that inhibit 

a viable regional action plan.  

4. Multilateral trust, both at the public and professional levels, must 

become a reality.   

5. Cross-border energy trade must be promoted through a 

comprehensive regional grid and pipeline network that will act as a 

major confidence building measure. It will make economic 

integration in the SAARC region a reality. 
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7. A large number of  positive stakeholders must be created so that 

they overwhelm negative stakeholders who dominate the current 

discourse. Economic and social Confidence Building Measures 

(CBMs) rather than military CBMs must be created and nurtured. 

A good power project serving two hostile nations could be a 

commercial, economic or social CBM.  

8. The energy sector must be insulated from geopolitical and other 

spheres of  engagement.  Cross-border energy deals must be de-

politicised and de-securitised.  

9. Wise liberalisation and good regulation rather than deregulation 

must be pursued to attract the right investment and for developing 

resilience in times of  energy market disruptions. 
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