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Abstract

Unlike other aspects of non-traditional security, energy security has
been very closely linked with military security. Very often, it is the
powerful state-consumers seeking to preserve an uninterrupted supply
of energy at an affordable price, who threaten and use military force.
At times, it is individuals and groups within the energy-producing
countries seeking to resist energy-driven foreign interventions, who
disrupt the supplies. The energy-military security nexus is at its peak in
the present circumstances - mainly in Iraq, but also in the energy-rich
West Asia. The paper proposes to examine the global security/insecurity
of energy and its likely implications for India. Without giving up
diversification and self-reliance as options, we need to accept the fact
that West Asia would remain the source of an overwhelming proportion
of India’s oil and gas imports. India’s energy policy, in the
circumstances, will have to proceed from this basic given.

- % —

Military/Non-Military Security

Security hasbeenthecentrd issueininternationd affairs Traditionally, it meant
security of astate under attack from another state, which could resultinwar in
which casethrest, actud useand management of military forcewould beconsdered.
Withagresater diffusion of conventiona weaponsand awider proliferation of the
Weapons of Mass Destruction (WMD) sincethe end of the Cold War, security
hasacquired anevenlarger profile. It has, additiondly, becomeacontested concept.
Security for whom: states, groups or individual s? Security from whom: states,
non-state actorsor natureitself? Asthe debate continues, thereisan increasing
acceptanceof abroad, holistic understanding of theterm that incorporateswhat is
varioudy called comprehens ve security, human security, non-military security, non-
traditional security and soon. Itis, thus, perfectly legitimateto speak of gender
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Security, economic security, societal security, environmenta security, food security,
and of course, energy security.

Infact, unlike other non-military aspectsof security, energy security hashad
the most direct connection with the narrow, military concept of security. During
the First World War, Winston Churchill’sreadiness* to shed adrop of blood for
every drop of oil” remainsthe most quotable quotetoillustratethe point. A few
decadesthereafter, President immy Carter enunciated what cameto be known
asthe Carter Doctrine. In aState of the Union messagein January 1980, hesaid,
“ An attempt by any outsideforceto gain control of the Persian Gulf regionwill be
regarded asan assault on thevital interests of the United Statesof Americaand
will be repelled by any means necessary including military force.”* The
implementation of the Doctrinesaw the creation of an 110,000-strong, fast-moving,
hard-hitting Rapid Deployment Force. Churchill intended to secureenergy during
wartimeby military means. Carter was prepared to secure energy in peacetimeby
military means.

Theofficid utteranceshave been formulated into military doctrinesand have
been backed up by actions. The American projectionsof power, itsextensive
military presenceand itswarsin and around the energy-rich West Asademondrate
the energy-military nexusinthe security field. Individua sand groups, who are
seeking toresist external control of their energy resources, have now joined the
battle.

World Energy: An Overview

Thereare severa criteriaon which availability of oil iscalculated: proven
reserves, probablereserves, possiblereserves, contingent reserves, and likely
reserves. Proven reserves are those that are technologically feasible and
economically viableto extract and market. Thetotal provenreservesof oil inthe
world areroughly onetrillion barrels. Except for the north and south poles, deep-
seaoffshorefid ds, the Americanreservesunder Alaska, areasdong theinternationd
bordersand strife-torn places, technol ogically feasible explorationin other parts
of theworld hasalready been done.

The existing technology does not promise dramatic new discoveries. As
technology makesfurther strides, seismic probesand satelliteimaging would help
locatewith greater precision the existing reserves. Economic viability presents
different but smilarly difficult setsof problems. Sinceoil pricesthrough the 1990s
werelow, financial investmentswere not rewarding. Inthe past few years, asthe
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priceshave soared making freshinvestmentsattractive, anew variablehasentered
thecd culations. Thethreatsand uncertai ntieshave generated asense of insecurity
inenergy production and transport. Therefore, asthe probability and magnitude
of attacks, interventions, invasions, occupations and insurgencies on energy
infrastructure increase, the investment prospects go down. Increasingly, an
incorrectly so-caled ‘terror premium’ isbeing factored into thelong-term price-
Setting formul ae.

Accordingto thelnternational Energy Agency (IEA), thetotal investment
requirement for energy-supply infrastructure worldwide over the period 2001-
2030isUSs$ 16trillion. It isneeded to expand supply capacity and to replace
existing and future supply facilitiesthat will be exhausted or become obsolete
during the projection period. World consumption of oil is76 million barrelsaday
(mbd); and demand isprojected to go up to 119 mbd in 2025. Supply figuresdo
not tally with the projected demand. World oil production isexpected to peak
between 2010 and 2020 at 80 mbd and the production from all sources (coal,
shale, synthetics, extra-heavy and deep-water, polar aswell asgas) will peak in
2015 at 90mbd. The Organisation of Petroleum Exporting Countries (OPEC)
productionwill peak in 2020 at 40 mbd. With haf theworld’ sremaining conventiona
oil reserves, West Asiais projected to meet almost two-thirdsof theincreasein
globa oil demand between now and 2030. Non-conventiond oil (including gasto
liquid) will garner asignificant and growing share of the market over that period,
largely from Canadaand Venezudla®

Asasourceof energy, oil ischeap, clean and easy to transport. Gasiscleaner
than ail, but it isnot cheaper and isdefinitely not easy to transport. Both of them
arefiniteresources, and will be exhausted. At present, Saudi Arabiaistheonly
country with aspare capacity; other oil producers might be ableto activatetheir
surge capacity for awhile, but it cannot be sustained over aperiod. Thereare
physical constraintsobstructing optimum production; thewellsare over-stretched,
the pipelines need repairs, and the refineriesrequire upgrading. The lragi oil
infrastructureisacasein point. From 1980 onwards, the country hasbeenina
state of war, barring ashort period between theend of thelran-Irag war and the
beginning of the Gulf crigs. From 1990 onwards, it was, till very recently, subjected
to the most stringent and punitive sanctions. The USwar on Iragin 2003 was
driven by energy considerations, among others. After having occupied Iraq for
elghteen months, the US hasl|eft itsenergy infrastructurein greater shambles.

Inthemeanwhile, the Caspian Seaoil potentia hascomeunder closescrutiny,
which hasdeflated the earlier claims suggesting that the region would be the Gulf
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of the 21% century. According to most estimates, theoll reservesthereareanywhere
between 20 and 30 billion barrels.* There have been few new discoveriesin
recent yearsto justify an upward revision of theestimates. Saudi Arabiaaonehas
at least tentimesasmuch. And West Asiatwenty timesasmuch. The Caspian ail
may not even prove cost-effectivegiventhehigh cost of extraction and transportation
inadditionto ahost of complicated technical, geological, logistical and political
obstacleswhich block its speedy development. Currently, the productionthereis
barely 1 mbd, two-thirds of whichisdomestically consumed.

Exportsfrom Russia, whosetotal energy resources might be comparableto
those of Saudi Arabiaand whose production matched that of thelatter in 2002,
hashit acellingtill new pipeinesarebuilt. The strugglesbetweentheoil companies
and theRuss an government, which ownsthe pipelines, haved owed thecongruction
of new routesto anice-freeport in theWest and to Chinaand Japan inthe east.
“1f the export routes are opened, the oil will fly likeacork from abottle of ex-
Soviet champagne,” according to Eugene Khartukov, Director of the M oscow-
based Centrefor Petroleum Business Studies.® Thejailing of theformer Yukos
boss Mikhail Khodorkovsky for aleged fraud and tax evasion has scared of f
foreigninvestorswho could bankroll further upgrading of the oil assets.®

Through millennia, warshavebeenfought for God, glory andgold. Thescramble
for theblack gold, that isoil, validates this conventional wisdom. To date, the
powerful state consumers have successfully controlled the physical ownership,
volumesof production, direction of trade, and currency of exchange. Individuals
and groups, who are seeking to change the global energy order, now join the
battle. Itisan uneven battle, and the outcomeisfar from certain.

ThesdituationinWest Asiaisparticularly grim. The 1973 oil embargo, the
[ranian revolution, the eight-year-long Iran-Irag war, Irag’ sinvasion of Kuwait
and the consegquent embargo on suppliesfrom Irag and Irag-occupied Kuwait,
the USwar on Irag and the subsequent occupation, thetargeting of energy assets
and oil-workersinlrag, Algeria, Saudi Arabia, and alikely spread andincreasing
lethality of such acts, bring out adirect connection between energy security and
military security. They area so indicative of aconnection between eventsin West
Asiaand theworld’s energy security. It isimportant to note that during these
critical phases, theonly dternativeto disrupted supplieshascomefromwithinthe
regionitsef.

Withthe availabletechnol ogy today, the hydrogen fuel cell takessix-timesas
much energy to produceasit repl aces consumption. Hydrogen productionisfrom
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fossil fuel at present. If produced from renewable sourceslike biomassor solar
energy, hydrogen could become an independent energy source, qualitatively
changing the energy scenario. It would replacethefossil fuel at acheaper cost,
and be arenewable source of energy. It would also be used to maketheexisting
reservesuseable; for instance, the Canadian oil sandsare so heavy that hydrogen
needsto beinjected to makethetar light enoughto flow into the pipeline. There
may still berevolutionary technological breakthroughstomorrow, which are not
even possibleto foreseetoday.

Energy Security/l nsecurity

Severa eventsinthepast 25 yearshaveled to mgor supply disruptionsfrom
West Asa. The 1973 embargo lasted Six monthsat the height of which thenet loss
of supplieswas4.4 million barrelsaday (mbd), or only about 9 per cent of the
total 50.8 mbd that had been previoudy available. Confusioninthemarket, coupled
with widespread uncertainty about the future supply of West Asian ail, led to
panic buying, further exacerbating the shortage.

Thelranianrevolutionin 1978-79 removed about 3.7 mbd of oil for Sx months.
By late 1978, astrike by theoil workersvirtually shut down production and halted
exports. Panic spread following the fall of the Shah in January 1979. This
precipitated panic buying in the West and Japan. Spot market pricesincreased
and the oil companies scrambled to build stocksin anticipation of further price
increases. Theresult wasan artificial increasein world demand of 3 mbd above
actua consumption.

In September 1980, Iraqinvaded Iran, producing yet another disturbancein
the Gulf. Therewasan upward pressure on the prices, which rosefrom US$ 14
per barrel at the start of 1979 to more than US$ 35 per barrel in January 1981.
Crude pricesremained high throughout the early stages of thewar. Together, the
Iranian revolution and the Iran-1rag war magnified uncertainty and specul ation
regarding thefutureavailability of oil fromtheGulf.’

OnAugust 2, 1990, Iraginvaded Kuwait. Theday marksacomplete U-turn
inthenarrative of oil embargoes. Sincethen, each successive embargo hasbeen
imposed by the consumersagainst the producers - rather than viceversaaswas
thecasetill then. The United Nationsembargoed oil from Irag and Irag-occupied
Kuwait, which totalled some4.3 mbd representing amost 7 per cent of theworld
supply. Crude pricesshot up from US$ 16 per barrel in July 1990 to US$ 36 per
barrel in September.
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After fighting the* mother of al battles’, Iraqwassubjected toa' mother of all
resolutions’ intheform of UNSC Resolution 687. It imposed sanctionson Iragtill
it recognised Kuwait, returned the Kuwaiti prisoners of war and properties,
improved thehumanrightssituation inthe country, destroyed itsnuclear, biologica
and chemical war potentia and the missilesto deliver thesame.

In August 1996, the USimposed aunilatera tradeembargo against Libyaand
Iran and extended it to any country or company investing more than US$ 20
millionintheir oil and gassectors. Non-compliance wasthreatened with various
formsof penalisation. Apart from embargoes- imposed either by the producers
or by the consumers - there are other considerationsthat influence security of
energy suppliesfromWest Asia. Political stability isacrucial ingredientin oil
production and price stability. Till the USwar on Iraqin 2003, domestic dissent
had not targeted energy infrastructurein any of the oil producing statesin the
region. It had, however, exhorted the oil company workersto go on strike as
duringtherevolutioninIran; or it had plunged an entire stateinto aprolonged sate
of turmoil asin Algeria; or had resorted to terrorist bombingsasin Saudi Arabia.

Theentireregioniscriss-crossed with oil pipelinesand dotted by oil and gas
fields, handling facilities, and export terminasinthe Gulf andinthe Red Sea. All
thesefacilities, which enablethe governmentsto pump enormous amountsof oil
everyday, havedwaysbeen potentid targetsfor anyoneintending toinflict damage
ontherulersor ther trading partners-cum-guarantors. “ If you can get access, al
you need isarag and abox of matchesto set these placesonfire’, accordingtoa
manager at aWestern oil firmin Saudi Arabia® Evenif it werenot aseasy asthat,
it hasrepeatedly been shown to be possible.

Sincethe USwar on Iraqg, there have been more than 80 attackson Iraqi oil
facilities. Its sole export pipeline from Kirkuk to Ceyhan in Turkey has been
subj ected to repeated sabotage. From April 2004 onwards, the ports of Basra
andtheail-loading terminal at Khor al-Amayain the South of the country have
also beentargeted. Two-thirdsof Iragi oil productionisinthe South.

Saudi oil assetshave so far been secure. There are, though, attacks on the
foregnmilitary aswell asagaingt civilian presencein the country. The bombing of
theUSmilitary basein 1996, which killed 19 US airmen and injured 400 people,
had animmediate effect onworld oil priceswith theinternationa benchmark crude
trading at US$ 19.50 abarrel, adollar higher than onthe eve of theattack. Ina
single month of May 2004, expatriates compoundsin Yanbu and Khobar were
targeted, killing scores and sending an ominous message to foreignersin the
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Kingdom. Theactsareclearly intended to shake market confidencein the Saudi
capacity to deliver, to snap ties between the Saudi ruling eliteand itsforeigner
protectorsand to overthrow theregime.

Thesituationin Saudi Arabiaiscritical asstoppage of production therecould
bring thewhedl sof theworldto agrinding hat. The Saudishaverepeatedly made
up for thedisruptionsbut who could make up for the Saudi losses? It isanightmarish
scenario that the world refusesto contemplate. In the circumstances, the USS
Lyte Gulf leadsten navd vessals, which arepatrolling thelragi oil terminals. The
USisa soworking closaly with the Saudi and Iragi naviesto protect oil-loading
fecilitiesintheregion.

Roughly 90 per cent of global oil istransported by sea; and oil tankersrepresent
theweakest link intheoil chain. Anoil tanker could have alength of aquarter of
akilometreand anormal speed of 14 knotsan hour. A small boat, in comparison,
travelsat 70 knotsan hour. Short of shooting and sinking the boat, thetankersare
gtting ducks. Sea-borne commerceisvul nerable onasecond count aswell. Today,
thereareasmany as 1.2 million seafarers. Saboteurscould infiltrate them with
intentionsof hijacking thetankersor carrying out piraciesor suicide bombings.
From July 1, 2004, the new Internationa Security Regulation Codeiseffectivefor
maritimetransport worldwide. Whilethe US hasingisted onitsstrict observance
for shipsleaving and reaching itsshores, its application in other areasmay not be
asmeticulousfor sometimeto come.

A third point of vulnerability isthe choke pointsthat sea-borne commercehas
totraverse. Thenarrow straitsand waterways closeto the coastsare especidly at
risk. TheHormuz Strait through which 20 per cent of world’ scrudetransits, the
Strait of Malaccathrough which oil suppliesto Northeast Asiapassesand the
Strait of Bosgphorus, which straddles Europe and Asia, areparticularly sensitive.
TheFrench oil tanker Limburgh that was attacked in the Yemeni watersin October
2002 and leaked for weeks, demongiratesthevul nerability of asalsotheecologica
consequencesfor oil trade.

A fourth point of vulnerability isthepipeines. Therearemorepipdinescrossing
theinternationa bordersthan ever before. The heaviest concentration of pipelines
isinWest Asaanditsvicinity. The USispromoting the grandiose 2000-kilometre
long Baku-Thlis-Ceyhan pipdineto carry oil and gasfrom theland-locked Centra
Asan statesto Western consumers. It envisionsgathering theoil exportsat Baku
inAzerbaijan, thereafter crossing Georgiato terminate at Ceyhanin Turkey’sGulf
of Iskenderan on the Mediterranean. The Saudi East-West Pipeline (Petroline)
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with acapacity of 5.1 mbd, runsacrossthe state to the port of Yanbu on the Red
Sea. Therearemovesto export Kuwaiti oil through apipelineto Saudi Arabia
and oil from the UAE through apipelineto the Omani terminal at Minaa-Faha
near Muscat - with apossible spur to Qatar. The Chineseare helping to build a
north-south ail pipelinein Iran, whichwill runfrom the Caspian port of Nekainthe
northto therefinery in Tehran. It will beashort-haul route of 400 kilometres. The
Trans-Afghan GasPipdine (TAGP) envisagesconstruction of parallel downstream
gasand ail pipelines, afibre-opticscommunication network and ahighway system
between Central Asia and Pakistan.® The TAGP is projected to run 1,460
kilometresand cost US$ 3.2b.1° To date, pipelines have only been attacked in
Irag. That, of course, isno insurance against afuture contingency.

West Asig, givenitsgeo-strategiclocation asa soitsgeological resources, isa
highly penetrated region in theworld. Today, one-third of the oil traded in the
global market goesto the US constituting 60 per cent of oil that isimported. By
2020, the percentageisexpected to riseto 70. Asthe US stakein global energy
increases, SO may itspropensity to wage warsto securethe same. Chinabecame
anet oil importer only adecade back, making it one of thelate arrivalsin the
globa energy game. By 2020, it isexpected toimport eight million barrelsaday,
whichwould befour timesthe projected domestic output. By then, Chinawould
have becomethe second largest consumer of il - after theUS. Fierce competition
for energy resourcesbetween thetwo may resultin an even degper and destabilisng
externa presenceintheregion.

Production and Demand of Energy in India: An Appraisal

Thediscovery of hydrocarbonsoff the IndianWest Coast in 1974 dramaticaly
changed the nature of domestic petroleum production, which had been dominated
by the onshore oilfields of Assam and Gujarat. Within fiveyears, offshore oil
constituted 37.86 per cent of thetotal demand. Threeyears|ater, it surpassed
onshore production and congtituted 61.14 per cent of thetotal productionand as
much as 38.48 per cent of the total demand. In 1989-90, it provided 21,716
million tonnes (mt) of crudeoil, accounting for asmuch as40.53 per cent of the
total demand.

Expectationsthat the output of oil and natural gaswould continuetorisewere
dashed theresfter. Infact, therewasanet declineinthe output of crudeto 27mtin
1992-93. Production of natural gastoo suffered concurrently asassociated gas
constituted alarge proportion of the total output. Free gas supplies were not
availableintherequired volume and they were not effectively exploitedin areas
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like Tripura, where there were problemsin establishing projects, which would
ensureregular off-take of natural gas.** During 1993-94, 10.4 per cent of gas
produced wasflared, assatellite il fieldswere not yet connected to theintegrated
production systems. Inthe Northeast, thiswas ashigh as 30 per cent.

Theleve of energy consumptionin Indiaisextremely low asisindicated by
the per capitaenergy consumption, which currently stlandsat 317 kgoeascompared
to 7,759 kgoeinthe US. Though projected to increase by nearly 145 per cent by
theyear 2010, theaveragewill still beabout afifth of what an average American
consumestoday. Infact, itislow even compared to someof thedeve oping countries.
Earlier, therisein demand for petroleum productswas mainly dueto the growth of
thetransport sector, but now itisevident that increased use of gasolinefor transport
purposes, naphthaand natural gasfor manufacturing fertilisers, and HSD and
furnaceail for power generation aretogether responsiblefor therising demand.*?
Inmonetary terms, Indid senergy importsamount to alittleover US$ 17 billiona
year congtituting thesinglelargest iteminthetota import bill. Oil accountsfor a
third of thevaueof dl itemsimported and it pre-empts40 per cent of our export
earnings.®

Inthe coming years, energy consumption in the Organi sation for Economic
Cooperation and Development (OECD) countries is projected to register a
downward curve dueto environmental considerations spelled out inthe Kyoto
Protocol asalso dueto their steady move away from high energy-consumption
industriesto information technology, el ectronicsand communication industries,
wheretheenergy input isrdatively low. Onthe other hand, demand for energy in
Asiaisgoingtobeontherise.

Today, Indiarankssixthintheworldin termsof energy demand, accounting
for 3.5 per cent of theworld energy demand. By thefirst half of thiscentury, India
isexpected to be one of thetop five consumers of petroleum products, ahead of
industridised countrieslike France and the UK and just behind Russiaand China.
According tothe Oil and Gas Financial Review, by theyear 2010, Chinaand
India are expected to have overtaken Japan as the two largest consumers of
primary energy, followed by South Korea, Indonesiaand Taiwan.* Infact, the
projected growth of oil consumptioninIndiaiseven higher thanthat of Ching; itis
4 per cent ascompared to Chinaat 3.3 per cent. Indiaisalso one of thelargest
emerging gasmarketsinAsia-Pacific. Thedemand for natural gasin2010-11is
projected to be 313 mcm and 391 mem in 2024-25. Asagainst this, the present
domestic gassupply is65mem. 2
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Inthe most optimistic scenario, domestic production of crudein Indiawould
meet only 33 per cent demand by the year 2005 and 27 per cent by the year
2010. Therest of the expected crude requirement of 159 million tonnes (mt) will
haveto be met by imports.** An overwhel ming share of importsoriginatesinthe
Gulf andislikely to go onrising. India has taken anumber of stepstowards
mitigation of the consequences of temporary shortagesdueto supply disruptions
and towards devel opment of long-term policiesto avoid shortagesdueto medium
or high price rise. A number of recommendations are being studied for
implementation.*’

By 2025, oil dependency isexpected to climb to 78 per cent and gasto 91
per cent. During 2025, import dependence could go up to 80 to 90 per cent
depending upon accretion of new reserves. In absolute termsimport of nearly
200-300 million tonnes of oil would require huge dependence on West Asia.
Today, 65 per cent of oil requirements are being met from West Asia. During
2025, the share of thisregion could go up asthe share of OPEC countriesinthe
overdl availability increasesfrom 29 to 43 per cent, asper EIA estimates.’®

Energy Dependencein India

Every oil-shock in West Asiahas had an inevitable adverseimpact on the
Indian economy. During the 1973 oil crisis, India senergy importsbill rose by
over 50 per cent. The direct overall adverse impact of the 1990-91 crisison
India sbalance of payment wasestimated at Rs 5,180 crore. In 1991, Indiawas
toimport 1.5mt of crudefrom Kuwait and 6.25 mt from Irag. That figureincluded
4.5mt of ail that the Sovietswereto transfer to Indiaagai nst rupee payment. Of
thetotal of 7.75 mt, only 3mt had been delivered by thetimethe UN imposed
sanctions. Thus, Indiahad to shop for theextra4.75 mt of oil inthe spot market at
amuch higher priceand againgt foreign exchange payment.

In July 1996, the Indian government increased the price of all petroleum
products- except kerosene, LPG and HSD - inan effort to reduce deficitsinthe
oil pool account. In September, the USfired 44 missilesat thelragi targetsin
responseto fighting between thetwo riva groupsof Iragi Kurds. Asaconsequence,
Iragi oil did not cometo the market and world crude priceswent up from US$18
per barrel to US$ 24 per barrel. Thelndian government’scal culationsweretotaly
upset: the Ministriesof Oil and Finance made ominous predictionsthat the oil-
pool account deficit - rather than going down from Rs 5,500 crorewhereit stood
at in March 1996 - would go up to anything between Rs 15,500 crore to Rs
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20,000 croreby March 1997, assuming that theworld oil priceswould not go up
and the rupee would not be depreciated any further.?

InMarch-April 2003, the National Democratic Alliance (NDA) government
had toimpose an unpopular 15 per cent hikeinfuel prices. Soon after taking over,
the Congress-led United ProgressiveAlliance (UPA) hashad to raisethe prices
of petrol, diesel and liquefied petroleum gas. Kerosenewasthe only item left
untouched to cushion the poor.#

Way Out, Way Forward

Over theyears, Indiahastaken anumber of stepstowards mitigation of the
consequences of temporary shortages due to supply disruption and towards
devel opment of long-term policiesto avoid shortagesdueto mediumor highprice
rise. As mentioned a number of recommendations are being studied for
implementation. TheApproach Paper to the Ninth Five-Year Plan, 1997-2002,
for example, recommended acquisition of acreage in other countries.? The
Approach Paper to the Tenth Five-Year Plan, 2002-2007 advocatesdismantling
of the Adminigtrative Price M echanism, restructuring and divestment/ privetisation
of public sector undertakings, strategic storageof crudeoil and petroleum products,
diversfication of oil importsand holding of equity oil abroad.” Threeissueshave
been singled out here: securing the supplies, building up the stocksand seeking the
diversification of sources.

Inaddition, construction of submarinepipdinesfor thetrangportation of natura
gasto Indiafromthe Gulf had been proposed. These plansrevolved around three
major projectswith Oman, Qatar and Iran. In June 1993, the Indian and Omani
governments agreed to the preparation of afeasibility report onthe construction
of a1,450-km submarine pipelinefrom Omanto Gujarat, on India’'s West coast.
Anambitious project valued at US$5 million, the sub-sea pipelinewould have
been sunk to the depths of upto 3.5-km, which is deeper than any other wide
diameter gaspipelinein theworld. The schemefaced hugetechnical chalenges
and doubtshad al so arisen dueto theinsufficient confirmation of gasreservesin
Oman. The second project involved apipelinefrom Qatar possibly linking up with
the Indo-Omani pipeline. Inlate 2002, the Ministry of Petroleum and Natural Gas
moved aCabinet notefor formally closing the Indo-Oman pipeline project, after
having spent eight years of study and Rs 330 crores.?*

The prospects of the Indo-Qatar pipelinearedim. Petronet LNG Limited
(PLL) has, inthemeanwhile, sgned along-term LNG supply contract with RasGas
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of Qatar forimport of 5mt at Dahej and 2.5 mt at Cochin.? Indiawill import the
gasfrom Qatar a an aggregatefixed annud priceof US$800 millionuntil December
2008, which accordingto analysts, isat least 25 per cent cheagper than theexisting
LNG pricesinAsia Under the contract involving Qatar’ sRasGasand India’s
PLL, the Dahgj termina will annually receivefivemillion tonnesof gasfor 25
years. The gaswould be converted to liquid and transported in specially built
shipsto Dahg, whereit would bereconverted to the gaseousform. Thefirst such
LNG container arrived in January 2004.%

Thethird project involving a42-inch pipeline stretching 2,000 kilometresfrom
Iran to Indiahas become abone of contention between Indiaand Pakistan. The
56 inch-diameter pipelinewould cover 850-kminIran, 700-km in Pakistan and
1120-kminIndiawithinitia estimate of US$ 700million accruing to Pakistan as
royalties.?” Indian defence expertsreject the option of an overland route through
Pakistan, asit empowers Pakistan to cut off suppliesto Indiawhenever it wants.
International guarantees can reduce, but not eliminate the chances of such acut
off. Pakistan favoursan overland route, asthiswill assureitsown gassupplies
whilegiving it astranglehold over suppliesto India. India, on the other hand,
favoursthelaying of the pipelinethrough the Pakistani Exclusive Economic Zone.
Suchapipeinewill need to be sunk 3,000 metres, and would bethefirst experiment
in pipeline construction at such depth. Till recently, Pakistan declined to giveits
consent citing various techno-economic, defence and strategic reasons. It
mai ntai ned that the project would cost one-and-a-half timesmoreif laid under
water, with an estimated cost of touching US$ 10-12 billion. There aretalks of
involving stakeholders like the World Bank, the Asian Development Bank,
internationd financid ingtitutionsand the private sector both in Indiaand Pakistan.

Inearly 1997, India, Iran and Pakistan agreed in principleto officially pursue
the pipeline project with urgency.?® During Jaswant Singh’svisit to [ranin July
2000, a Joint Working Committee was set up to examinethe security, political,
technical and economicissuesrelated to the trangportation of thelraniangas. In
November, thelranian Deputy Foreign Minister, SM.H. Addli visited Indiawitha
fresh proposal. Accordingtoit, Indiaand Iran would consider theproject ‘bilaterd’,
without any contractual obligationwith Pakistan or rely onitssecurity assurances.
The security responsi bility would liewith theinternationa consortium that would
run the project and managetherisksof disruptioninvolved.®

After the change of government in Indiain mid-2004, Foreign Minister K
Natwar Singh expressed India’swillingnessto consider the overland route, if
Pakistan waswilling to give therequired guarantees. I nterestingly, his statement
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did not reiterate the Indian position that Pakistan should confer it the status of
Most Favoured Nation. The Pakistani response, predictably, was prompt and
positive.®

India has also mooted a proposal to build a Russia-China-India‘ Energy
Highway’ network that would connect Russia, Turkmenistan, Uzbekistan,
Kazakhstan and Indiaviathe Western provincesof China. In China, the pipelines
would run along arailroad beforeentering Ladakh or Himachal Pradesh and down
to New Delhi.® The highway isexpected to be 890 mileslong and cost US$ 2
billion.*> The prospectsfor the project are not too bright, as Chinaisunlikely to
grant Indiaapipdinecorridor acrossthe Lineof Control for security reasons. The
Indian proposal was seen as a counter-move to the TAGP. In February 2003,
therefore, thethree signatoriesinvited Indiato join them and sent the relevant
documentsof the project for itsconsideration. Indian partici pation was sought to
makeit moreviable but New Delhi’sresponseisnot yet inthe public domain.
Thereisyet another proposal to construct agaspipelinefrom Thailandto India
under theaegisof theBangladesh, India, Myanmar, Sri Lanka, Thalland Economic
Cooperation (BIMST-EC).

Indiahasgradually emerged asaglobal player intheenergy sector. Anannua
investment of about US$ 1 billionisplanned for acquiring oil equity abroad. Indian
companiesareinvestingin Sudan, Russia, Libya, Vietnam, Iran, Syria, Lebanon,
Kazakhstan, Indonesia, Sudan, Irag, Myanmar and Sri Lanka. Already, an
investment of roughly US$ 3 billion hasbeen madein Russia, Sudanand Vietnam
for acquidition of properties.® Indiahasa so acquired contractsfrom other energy
giantslike Exxon-Mobil, BPAmMoco, K oreaGas Corporation, Statoil of Norway,
Sodeco of Japan, RNAstraand SMNG of Russia, and Petro Vietham. Inabold
decision, theOil and Naturd GasCorporation Videsh Limited (OVL), theoverseas
arm of the ONGC invested US$ 750 million to acquire 25 per cent equity in
Sudan’s Greater Nile Oil Project.* Our investment in Sudanisthelargest single
energy investment. Three shiploadsfrom Sudan have aready arrived; thefourth
has been reportedly sold to Chinaon the high seas.*® Another dedl to acquirea20
per cent shareinthe Hosseinian-Kush ail field in Iran that produces 300,000 bpd
islikely to befinalised by September.%

India’sPolicy Options

From India s perspective, thefirst priority isto understand the gravity of the
globd energy Stuationanditslikely magnitudeand immediacy. Thefollowingissues
areof critical significanceand deserveto bedebated indl their nuances. First, we
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have opted for an energy mix inwhich oil and gas constitute half our commercial
energy consumption. Isit possibleto mitigate the consequencesof such achoice?
It issuggested that the remedy may still be possible. It isimperativethat other
sectorsof theenergy spectrum such ascoal, hydropower, nuclear and other non-
conventional sources of energy should be encouraged so asto leave the use of
petroleum productsto specific sectorsliketransport, fertiliser and petrochemicals.
Also, energy efficiency levels should be increased and other sectors of the
infrastructure too should be made more efficient.®

Second, an element of welfarismisbuilt into our political economy, which
prohibitsan unrestrained rolefor the market. Itisasserted that if populist politics
and corrupt practices continue, no amount of investment in external security can
ensureenergy security internally.®® The assertion, though, begsalarger question:
energy security for whom?

Third, we have taken afew decisive stepstowards opening up domestic oil
blocksto Indian private companies and foreign companiesand at the sametime,
havebeeninvestinginforeignoil fields. Itisexplained that thelogicfor thispolicy
lies in the processes of globalisation. Instead of avoiding or rgecting the
phenomenon or seeking to adapt ourselvestoitsdiktat, it may still bepossibleto
adopt globalisationto suit our needsand ensure our long-term energy security.

Fourth, maintaining strategi c petroleum reserves (SPR) will hel p the country
tideover ashort-termcrigs. Indiacurrently maintains45 days of petro-products
reservesin storageterminalsand pipelinesand 15 daysof crudeoil reserves.® A
high-powered committee was gppointed afew yearsback tolook into the matter.
It recommended in its report Hydrocarbon Per spectives 2010: Meeting the
Challengesthat the reserves should be managed by acommon agency inview of
economiesof scaleand operationd flexibility; that thereservesshould be devel oped
only for products of mass consumption like motor spirit, HSD, kerosene and
L PG; and that they be adequatefor 90 days.*° Theformer Minister for Petroleum
andNaturdl Gas, Ram Naik, had expressed hiswillingnessto cong der the proposal.
Inview of exorbitant costsinvolved, theimplementation seemsto havefdlen short
of thedesired result. Preliminary feasibility studiesindicatethat 15-daysworth of
SPR storedin underground cavernswill cost Rs1,225 croresin capita expenditure
and Rs 600 crores for annual maintenance. In order to ensure a modicum of
security against supply disruptions, Indiawould need a40-day reserve, which
could mean an up-front cost of about Rs 4,500 crores.** In addition, transport
and storage equipment would cost US$ 6.3 billion.*
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Fifth, India seffortsto diversify and reduceimport dependenceonWestAsia
peaked in 1999, when it accounted for alittlelessthan 50 per cent. Without giving
up diversification and self-reliance as options, we need to accept the fact that
West Asiawould remain the source of an overwhelming proportion of India soil
and gasimports. Enhancement of domestic production and diversification of supply
sources, intheultimateanays's, will not makearadicd differenceinIndia senergy
dependence on West Asia. An energy policy, inthe circumstances, will haveto
proceed from thisbasic given and factor in supply disruptions asal so steadily
risngprices.

Lastly, India senergy diplomacy needsto beformulated and conducted within
theoverall context of itsrelationswith West Asa. Therdationsgo back to antiquity
andinvolveabroad spectrum of commonditiesand interactions: common history,
culture and colonia experience; and movement of goods, people and ideas.
Although West Asia does not constitute our immediate neighbourhood, we
acknowledgetheregion asour strategic neighbourhood.
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