Energy Trade of South Asian Countries                                                                                                                                                                                                                                                                           Endowment of Energy Sources and Opportunities for                        Regional Cooperation

Economic growth in South Asia has been and continues to be constrained by severe dearth in energy supply, and amongst the main challenges that South Asia faces today meeting an ever increasing demand for energy is an important one, according to the ‘Human Development in South Asia 2009’.

In order to meet the growing demand for energy, trade in energy between countries in the region has attracted much importance, and further trade in energy can help to increase trade in goods which will further help to enhance human development, states the report published by the Mahbub-ul-Haq Human Development Centre, Islamabad.

Energy consumption in South Asia is abysmally poor compared to neighbouring regions. Energy use in South Asian countries was 662.6 million oil equivalent tons with per capita energy use between 0.25 to 1.67 tons of oil equivalent. A significant portion of households of the region has no access to electricity, as the electrification rate was less than 50 per cent for most of the countries.

Energy scarcity in South Asia is likely to increase over time. Demand for energy in all countries of the region has been projected to increase by a substantial amount in 2015.  The acceleration in demand for coal, natural gas and electricity in India, Pakistan, Bangladesh and Sri Lanka puts pressure on these countries in particular, to ensure adequate energy for industries and businesses.  The demand-supply gap will widen unless domestic supplies are supplemented by imports. 

Energy trade of South Asian countries is largely concentrated in the trade of oil, coal and electricity; there is no incidence of trade of natural gas.  India substantially imports crude oil (88 per cent), refinery products (35 per cent), and coal (90.6 per cent), followed by Pakistan, which imports these items at 7.9 per cent, 41.3 per cent, respectively. Export of commercial energy is largely limited but not non-existent. 
Most of the South Asian countries can no longer meet their demand for energy from domestic resources.  They will have to opt for importing energy and that too at a time when the worldwide competition for energy supplies is very strong.  The availability of energy at an affordable price is likely to emerge as an important challenge towards economic growth.
The energy resource endowment of South Asia region is relatively small by world standards. The resource base of natural gas and crude oil for the region is small against the current consumption and projected growth in demand. Coal reserves are limited in the context of the current consumption rate and projected consumption for the next several decades.  Nevertheless, the potential for hydro-energy in the region is large.

The Report points out that Nepal and Bhutan have the potential to generate hydro-power beyond their foreseeable domestic demand.  These two countries are hence in a strong position to contribute to meet the energy needs of the entire region by developing these hydro-power resources for exports to India, and possibly onwards to Bangladesh and Pakistan.

The preferred regional cooperation efforts lie in promoting cross-border electricity trade from the large hydro-electricity resources of Bhutan and Nepal to India or through India to Bangladesh, Pakistan and Sri Lanka.  There also remain possible opportunities for short-term and long-term exchanges of small quantities of electricity between adjacent areas in India and neighbouring countries.
Any energy trade by surface routes within the region has to pass through India. Transit facilities may also be required if a country proposes to purchase energy in the form of electricity or gas from areas outside the region such as the Middle East. Countries providing transit facilities could also access gas for their use.  Currently, Pakistan is considering the relative benefits and costs of three gas pipeline projects linked outside South Asia.

Coal is one of the energy fuel resources available in the region in large quantities.  Nevertheless, barring India, coal-mining has received very little attention in South Asia. The high price of oil coupled with price volatility has led some countries of the region like Pakistan and Sri Lanka to increase the use of coal and lignite into their future energy consumption projections.  Cooperation between the countries of the region could involve trading coal, sharing coal-mining experience, and participating in coalmine development in neighbouring countries.

The report suggests that a regional power grid would help facilitate transmission of electricity within the region.  Long-term arrangements of power sales to countries other than India would still need the latter’s support since the transmission lines would have to pass through India. The sales and purchase arrangements could be finalized by the parties to the transaction without having to resort to lengthy negotiations with governments and government agencies.
A gas grid in the region could still help these countries obtain gas from other countries in Central Asia, the Middle East and elsewhere. Significant surplus are available in many countries to the east and west of the region.

The creation of a South Asian energy market and the cooperative development of the available diverse energy sources in the region can also help increase the level of energy security in the region and can subsequently contribute to achieving a higher sustained economic growth.  This could lead to a South Asian regional power and gas market, and competition among power and gas producers in both public and private sectors that ensures the economic and efficient delivery of services to the consumers in the region.
At the same time, the power system networks of Bangladesh, Bhutan, India, Nepal, Pakistan and Sri Lanka can be interconnected in order to achieve greater efficiency and scale economies, suggests the report.
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