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DURING my recent brief visit to Pakistan, I attended a meeting in Islamabad on the energy crisis which shows no sign of easing. There were two interruptions in power supply during the meeting arranged by a private consulting group hoping to take advantage of the priority, energy has been given in the recent Kerry-Lugar Act. 

The US is prepared to put a fair amount of money into the sector. The American interest in the area is related to the damage energy shortage is doing to the economy, in particular to those parts of the economy that are important for providing employment to the restive youth. 

Already the shortages experienced over the last two years have taken a heavy economic toll. While all sectors of the economy have suffered, industry is particularly affected. Within the industrial sector, small and medium enterprises have suffered more since it is not practical for them to install their own power generating units. 

The question asked at the meeting was what the government in Islamabad should do to ease the problem and get industrial production back on track. There were two presentations on the potential sources of supply. One dealt with the abundance of coal in the country. We were told that Pakistan has the world’s fifth largest coal reserve. Fully exploited it could take care of our energy needs for the next 200 years. This was encouraging but the related question whether the country would be allowed to go that route was not raised. 

Another speaker focused on the potential offered by the fast flowing rivers in the north and northeast. Some familiar arguments were made and some known data offered. The point made was that with proper planning and appropriate amount of political will, Pakistan could generate an additional 40,000 MW of electricity over the next two decades. This is economically and technically feasible but the real question is, whether the politicians are in the position to move their constituencies towards the resolution of the problems that have held back public investment in hydro power generation. 

I drew two conclusions from this meeting. One, the private sector needs to get more involved in planning for a better energy future. Second, both the public and the private sectors will have to inform themselves much more about the global environment in which they will have to operate because of the treaties and agreements that will be negotiated among the world’s nations in the next few months. 

Pakistan will not be able to ignore these treaties/agreements. This is relevant for both the private and the public sectors. I recall the indifference shown to international agreements on the use of child labour by our small and medium sized operators working in industries such as sports goods and carpets. The realisation that the world had a way of enforcing these agreements came when sports goods and carpet importers in Europe and the United States refused to buy the products of those producers who were not in compliance with international laws and regulations on the use of child labour. The same will happen in the area of energy and environment. 

Where is the world today in terms of subjecting the producers of energy to agreed environmental standards? As an analyst put it, “when historians look back at 2009, they may judge the most significant event of the year to have been not the global recession, or the war in Afghanistan, but the UN climate talks in Copenhagen in December. 

At that meeting the world faces a choice between agreeing to mount a concerted effort to – and eventually reduce – greenhouse gas emissions, or decide that the costs of doing so would be too great, and the attempt will have to be put off for another time. Whichever way the meeting goes, it will have profound implications for the energy industry worldwide. 

There are three issues which policymakers assembling in Copenhagen in December, will have to decide. I don’t believe Islamabad has taken a position on any of these or that the private sector has developed its own views on these subjects. It needs to do that to have an impact on what Pakistan’s representatives will say when they go to Copenhagen. The first issue concerns the universality of the targets to be agreed on at the summit. 

If an agreement that applies to all countries is negotiated, it will have a severe impact on the development prospects of less developed countries. They emit much less carbon per head of the population than do the world’s more developed countries. However, if different standards are adopted, they will give a competitive edge to the more advanced countries in the developing world. Businesses in developed countries fear a serious loss of competitiveness if their industries face tougher standards on carbon emissions than those in emerging economies. 

Even if some kind of mechanism can be found that would level the playing field, what should be done to prevent “leakages” from the agreed regimen. These fears have led to demands from industrial lobbies in some countries such as France and the United States to impose taxes on imports from countries that do not adopt stringent greenhouse gas targets or cheat in implementing the targets even if they sign a global treaty. 

What these deliberations make clear is that countries and businesses will face serious limitations on the types of energy sources they develop. That is why those who dream of turning coal into a major source of energy in Pakistan may remain just that – a dream. Pakistan will not be able to put this resource to use unless new technologies come along that trap carbon dioxide that coal-fired plants emit. As in so many other things, the country has lost an opportunity. It paid no attention to the development of this resource while there were no global standards to observe. 

The countries that use coal as a major source of electric power – these include China, India and the United States – will probably be allowed some time to adjust. It is unlikely that new entrants such as Pakistan will be permitted to set up coal-using power plants using existing technologies. External assistance will certainly not be available for this effort. 

I also believe that it will not be possible for the private sector to invest in “captive plants” to generate power for their own use if they are environmentally unfriendly. If they do, those who sell their products in the international market place may not be able to do so. Here the example of what happened to those who ignored child labour regulations is instructive. If moral pressure and international treaties don’t work, the pressure of the market place will yield results. 

The conclusion that I would draw from this analysis is clear: both the private sector and the government need to get fully informed about the constraints that will inevitably come as concerns about global warming increase. 

