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CHALLENGES FOR CROSS BORDER GAS PROJECTS
IN SOUTH ASIA: GEOPOLITICAL ISSUES

Dr. Salim Mahmud”®

Abstract

Cross border gas trade has been a challenge for the South Asian countries in
recent years. This paper observes that for developing a mature gas market in
the region and also for the long-term economic development, the region
needs an energy cooperation based on a regional gas grid. However, the
geopolitical issues have been the main challenges for cross border gas trade
in the region. This study observes that in order to address the geopolitical
challenges of cross border gas projects in the region, a SAARC-based
regional energy cooperation is a viable option. This paper has shown that
natural gas can play an important geopolitical role in South Asia. It argues
why the South Asian countries should join the Energy Charter Treaty (ECT).

1.1. Introduction

In an age of global interdependence, state behaviour is primarily
characterised by its economic affairs. It represents a departure from the
dominant neo-realist approach which focused on military capabilities." While
the growing importance of trade in foreign policy is a product of an era of
interdependence, sensitivity and vulnerability to external shocks, such as oil
crises, constantly challenges national policies. The linkage between energy
and security thus becomes critical and reveals new constraints and dilemmas
that states’ have to constantly grapple with.? With the worldwide growth in
natural gas demand and the depletion of resources in some domestic markets,
the gas sector is now undergoing radical change. After years of being utilised
in mainly domestic markets, natural gas resources in isolated locations are
now being taken across national borders to foreign markets.® Cross border
gas trade has been a challenge for the South Asian countries in recent years.
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Politically, South Asia is a volatile region. The two neighbouring
countries India and Pakistan fought two wars in 1965 and 1971* and a
mini-war in Kargil in 1999, while Bangladesh fought liberation war
against Pakistan in 1971.° It is mentioned in the preceding part of the
study that in the two major gas markets in South Asia - India and
Pakistan- the currently known domestic gas reserves would be
insufficient to support the growth potential and the forecast is that the
gas markets in these two countries will depend on the imported gas.’
India needs to import gas from its west (Iran, Turkmenistan, Qatar and
Oman) through Pakistan’ and from its east -Bangladesh and Myanmar.
Even if it imports gas from Myanmar, it will have to bring pipelines
through Bangladesh. On the other hand, the size of Bangladesh’s of gas
reserves is still uncertain.® In the given situation, for developing a
mature gas market in the region and for the long term economic
development, the region needs an energy cooperation based on a
regional gas grid. However, the geopolitical issues have been the main
challenges for cross border gas trade in the region. Past legacy of
mistrust and suspicion which has so far impeded the process of regional
cooperation has proved to be costly to all the countries of the region.® It
is imperative that the earlier negative mindset is substituted by one of
trust and confidence which alone can lead to fruitful cooperation.

It is to be noted that gas pipeline and LNG projects are alternative
delivery channels for cross-border trade. Either one or the other is more
suited to a particular application. In some projects, both pipelines and LNG
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are required.”® Geopolitical issues pose challenges for the pipeline projects;
LNG projects are not subject to such challenges. The purpose of this paper
is to analyse how the geopolitical issues impede the prospects of the cross
border gas pipeline projects in the Indian subcontinent and to recommend
how these three countries can address these issues.

1.2. Geopolitics: Definition

Geopolitics - the study of the influence of geographical factors on
political action, has existed ever since human beings first engaged in
politics.** Napoleon said that "the politics of a state is in its geography,”
thinking that he was merely stating an age-old truth. The Monroe Doctrine
has been described as "geopolitics,” because it was based on the fact that
America is a continent separated from the others by vast oceans.*?

Geopolitics is not an immanently meaningful term but a historically
ambiguous and unstable concept. Originally coined in Swedish by
Rudolf Kjellen in an article on the boundaries of Sweden in 1899, the
word geopolitik was first introduced into German in a review of
Kjellen's work in 1903 and subsequently by Kjellen himself in 1905."
Popularised most famously by Karl Haushofer, who discovered Kjellen's
work during World War |, the term established itself in interwar
Germany and took on a set of meanings distinct from its use as a
category in Kjellen.* This is how the German school of "Geopolitik”
was developed which provided a useful intellectual foundation for
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