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POWER outages are back again and are bound to grow worse as the summer months approach. This new wave of energy crunch was not unforeseen and a way out of the crisis has often been discussed but with no results. The problem lies in our stubborn refusal to implement reliable and affordable solutions to energy problems.

The oil price shocks of 1973 and 1979 should have led us to make changes in our energy policy that is rooted in an era when oil was selling under $2 a barrel. But neither these shocks nor subsequent events served as an eye-opener. Oil is now trading at around $60 per barrel. Given the current uncertain situation in the Middle East, this figure could well be heading all the way up to $100 per barrel.

Two fault-lines in our energy policy are casting their long shadow over the country’s sustainable development. The old mindset of cheap imported fuel has remained the centre-piece of our energy policy and has taken Pakistan’s dependence on imports to new heights where 80 per cent of the country’s energy needs are met through imports. With the limited earning capacity of the economy, partly attributable to the unaffordable energy policy, it also widens current account deficits.

The second fault-line pertains to the increasing difficulties of accessing the rich regional energy markets of Central Asia. In 1995-96, Pakistan could have benefited from the support of all major powers for an energy and transportation corridor from Central Asia. The first project of this corridor that materialised was the railway link between Khushka in Turkmenistan through Herat and Dalbandin to Gwadar. This was also supported by local chieftains along the way including Ismail Khan, the powerful governor of Herat who is now an important functionary in the Karzai government. There were few problems in the way of the completion of the project that was guaranteed by a European bank with triple-A ratings.

Now the security environment in Afghanistan has worsened while Balochistan is experiencing violence. This fault-line threatens to block our access to regional energy markets and durable pipeline supplies.

Even though there is enough evidence from around the world that coal-based power is beneficial to our economy as it would provide cheaper energy for industry and agriculture, our stubborn refusal to use it remains a big stumbling block to having affordable energy for development.

Since we do not use coal-based power in any significant manner, there is no clear and reliable data here. Let us look at data from the US to remove confusion and reach a fair conclusion.

The states of Minnesota and North Dakota have abundant coal reserves. With control over their resources, the two states use their coal to generate the bulk of their power supply. In Minnesota, over 65 per cent of the electricity consumed comes from coal, while as much as 93 per cent of the power produced in North Dakota is coal-based.

Because coal-based power does not cost much, the people in these two states pay about 30 per cent less for electricity than do consumers in California which relies heavily on non-coal-based and more expensive sources of power generation.

In the energy mix in the US, 56 per cent of power is produced from coal which also contributes to lowering overall energy costs for consumers that would otherwise become unaffordable.

But Pakistan, which sits atop the world’s fourth largest coal reserves, uses this form of mineral fuel to generate only one per cent of its power. This raises considerably the cost of doing business as the industry is not in a position to enjoy the benefits of cheap energy costs. Conversely, businesses in other countries, whose economies benefit from coal-based power like India (65 per cent), China (70 per cent) and Australia (60 per cent), make the most of this advantage.

A 30 per cent reduction in the cost of power production would make a big difference in the competitiveness of Pakistani products in foreign markets. Our unaffordable energy policies bear a major share of the blame for reducing the competitiveness of our businesses and making life difficult for residential consumers.

But, after years of technical and marketing efforts, when a pioneering project of 5,200MW of power generation from Thar coal finally started, it quickly fell victim to the vindictive politics of the government in 1997. American investors were forced to abandon the project and leave the country. But for such whimsical governance, Pakistan would today be generating over 10,000MWs of coal-based power and also develop the capacity of adding 1,500MW annually to meet its growing needs.

So we have been stuck for long with an unaffordable energy paradigm. While Pakistan’s oil consumption has jumped to seven times its domestic production, its gas reserves are being severely depleted. Its abundant indigenous coal reserves are lying neglected. A section of the people still come out with antiquated arguments against coal-based energy which have long since been discredited by changes in technology and the economics of energy.

While we remain stuck in the past, future developments in coal-based energy are leaving us behind. The coal-based-liquid fuel (CTL) is already being used elsewhere for meeting transportation needs. South Africa, meets 30 per cent of its transportation fuel needs from coal. China is building plants to produce 60,000 barrels of coal fuel each day. And the US Air Force recently tried out its B-52 bomber with a 50/50 blend of coal fuel and the traditional jet propulsion fuel.

The only energy portfolio affordable for Pakistan is one that makes coal the centrepiece of its power generation. In practical terms, it means coal must generate 50 per cent or more of Pakistan’s power. This would reduce the overall cost of energy and make Pakistan’s economy competitive in world markets. Otherwise our products will find it increasingly difficult to compete with comparable Asian economies whose production systems enjoy the benefits of cheap coal-based power constituting over 50 per cent of their energy portfolio compared to one per cent in the case of Pakistan.

At the moment, unaffordable energy in Pakistan is producing unaffordable products which cannot compete in world markets. It is also turning electricity into a luxury for its citizens rather than a basic necessity. Simply put, coal-based power and affordable energy go hand-in-hand. If we don’t like one, we won’t get the other.
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