Frantic quest for energy
By Sultan Ahmed

The government has drawn up a 25-year plan (2005-2030) for increasing energy production in the country. That is needed to meet the demand for energy which is increasing by ten to twelve per cent annually, says Prime Minister Shaukat Aziz. That is one of the major development plans.

The energy development plan is accompanied by initial cost estimates which will be $37 billion to $40 billion that has to come in the form of foreign aid or foreign investment. And that is a very large sum. But the annual average expenditure works out to $1.5 billion. If Pakistan itself was to make the investment, the total cost might be less.

Initially the government is seeking foreign direct investment for seven energy projects which are to be completed in five to seven years and that has to be apart from the current efforts to interest foreign investors in oil and gas exploration and development, and the privatization outlay in the oil and gas sector and other energy enterprises.

Immediately, the government is inviting foreign investors to finance its $3 billion plan for import and build a supply chain of liquefied natural gas (LNG) enabling the country to meet the fast approaching shortfall. This will be needed to fill the gap in energy supply between 2007 and 2011 when the pipeline for gas from outside the country could start functioning. At that stage the total energy consumption could increase from the current 55 million tones of oil equivalent to over 80 million tones by 2021-22.

The government is also mobilizing international investors to invest in the $7 billion Iran-Pakistan-India pipeline, $5 billion on the Turkmenistan-Pakistan-India gas pipeline and $8 billion on the Qatar-Pakistan-India gas pipelines. The three pipelines together will cost $20 billion, along with that $8 billion is being sought for generating 32,000 MW of hydro electric power.

In addition, one to two billion dollars investment is being mobilized for development of energy from coal and $5 billion more for the thermal plants to meet immediate power shortage.

Along with that increasing gas production at home will enjoy top priority as that is the cheapest source of power after hydel power. The OGDC has been directed to drill 100 wells this year but with the financial year being 3/4th over how many wells have been drilled is not obvious.

On the basis of comparative prices local cost of gas comes to 3.4 dollars per million British thermal unit against five dollars for imported gas. Gasification of coal will make it cost 5.5 dollars per unit, while the cost of the high sulphur fuel oil comes to about 7.5 dollars per unit.

Such vast outlays on the energy sector, including in some currently disturbed and violence prone areas needs political stability in the country. That is all the more so when major foreign investors and foreign countries like Iran, Turkmenistan and Qatar are involved.

The number of foreign countries interested in the $7 billion Iran-Pakistan-India pipeline may dwindle sharply if the current conflict between Iran and the US takes a worse turn. The US wants to penalize companies which help Iran develop its oil and gas industry which is currently handicapped by its low technology.

For attracting such large investments, the country needs not only political stability at the centre and in the provinces like Balochistan, but also a national consensus on the plan. Hence, before adopting the 25-year energy plan, it is advisable to seek the support of major political parties. In fact, the country has no alternative but to actively pursue such a long-term energy augmentation plan.

Admittedly we cannot attract enough number of foreign investors and make them invest on such a large scale unless we ensure adequate power supply. Even the domestic investors may not be excited about making large investments unless they are certain they can get enough power supply regularly.

Even otherwise along with the constant fluctuation in oil price, though the Opec has not cut its production quota as feared earlier, there is now the fear of the oil price hitting 100 dollars a barrel some time soon. In such uncertain conditions in the oil world, Pakistan has to secure its sources of oil and if most of the power is to come from within the country, that is indeed very welcome.

Russia, the second largest producer of oil in the world, has become an uncertain supplier, particularly after its foreign investors had filed a suit against Yukos, its one-time giant oil producer. Russia has also imposed higher tax on its gas export, which is upsetting the Europeans.

Iran which produces four million barrels of oil and exports 2.5 million barrels or five per cent of the world’s supply has also become an uncertain supplier following its dispute with the US. It has the second largest reserve of oil and wants to develop four of its energy fields but lacks adequate advanced technology.

The turmoil in oil-rich Iraq continues and threatens to break out into a civil war. The civil strife in Nigeria continues with frequent strikes and other disruptions. All that has enhanced the importance of nuclear power which has become an economic commodity because of the high price of oil and fear of further rise. In such a context the US has offered its cooperation to India in the civilian nuclear field after eight nuclear reactors have been excluded from the civilian sphere. The US has also agreed to offer nuclear fuel for power production to India, which is a radical step.

The Soviet Union too has made similar commitments to India making it easy and more economic for India to increase its nuclear output.

But Pakistan will not be offered such a facility by the US in view of its proliferation record, said the US secretary of state Condoleezza Rice while in Pakistan. The US secretary for energy Samuel Boodman who led the delegation to Pakistan immediately after President Bush’s visit, said: “India’s needs are different, its problems are different and its programmes are different.” And he advised Pakistan to get gas not from Iran, but from Qatar at a cost of $8 billion for the pipeline.

Pakistan wants the US to forget the past, as it has done in the case of India and have a uniform policy for both India and Pakistan or a single package and not separate packages. The US has not so far agreed to change its discriminatory policy, while the deal with India is facing strong opposition in US Congress from members opposed to proliferation.

Meanwhile, the G-8 energy ministers who met in Moscow last week wanted a uniform policy with regard to supply of nuclear fuel to those who had signed the NPT and denounced the resort to making nuclear weapons.

The US is ready to offer assistance in the energy development sector to Pakistan. Following the visit of the US energy secretary to Pakistan, the two sides agreed on setting up a working group, which is to meet next month in Washington for early initiatives. The group will explore the possibilities of cooperation in all sectors except nuclear energy.

The prime minister says Pakistan is ready to serve as an energy corridor for Central Asia, China and other countries. As far as nuclear energy is concerned, Pakistan has offered to many countries to buy all the power produced by nuclear reactors that they set up. Pakistan is ready to cooperate with other countries in the area of hydel and thermal power production, power from coal, nuclear energy, LNG and renewable energy besides importing gas from Iran, Turkmenistan, Kyrgyzstan and Tajikistan. The sources for gas are in plenty, but building the gas line to bring it here is costly .

Pakistan is to cooperate with China in developing energy from various sources including nuclear reactors and particularly gasification of the tar coal, an area in which Chinese experience is outstanding. The 300 MW nuclear power plant set up with Chinese assistance has been operating for long and the construction of a second reactor at Chashma has begun. And China has been requested to set up two more nuclear reactors with a capacity of 900 MW or more in Pakistan.

A senior Chinese energy official is to visit Pakistan soon leading a delegation of experts for a full fledged conference on the energy options available to Pakistan and all the possibilities will be explored. And if the US and Russia can supply nuclear fuel to India, China can help Pakistan in that regard at a time of the weakening of the NPT, which Pakistan has not signed. Along with that all, Pakistan is hoping to discover oil from its offshore drilling operations. If Bombay High can find oil in plenty Pakistan may too succeed.

In spite of the generous exceptions made by the US in the case of India, the US will not recognize India as a nuclear power says the White House. India does not meet the definition set out in the nuclear non-proliferation treaty and we will not seek to amend the treaty says the White House

Meanwhile, the country is forging ahead in the area of alternative energy. The government has issued 32 letters of intent to future investors for producing solar energy, wind power and other non-traditional energy. The Sindh government has promised 1,000 acres of land for each project. The government has already allotted 10,000 acres and an arrangement for delivering 20,000 acres more is in process.

The government wants to produce 9,000 MW of power through other than conventional means. Meanwhile, India has been formally invited by Pakistan, Turkmenistan and the Asian Development Bank to join the project or give a definite reply within three months to build the pipeline. Meanwhile, reports say that while India has not itself taken to sharing its nuclear secrets with others, it has benefited from the proliferation indulged in by others including the suppliers. Among the suppliers was the Khan network. But India is not going to be punished for that because of its newfound status as “a major global power” according to the US.

Disclosing the details of the 25-year energy augmentation plan Shaukat Aziz says consumption of power in Pakistan will increase seven fold by 2030 and the energy needs will increase by eight fold.

