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Foreword
By Evan Oliner, Director of Economic Intelligence

The world’s energy producers vary immensely,
tempting as it is to consider them homogenously. Some, like Qatar, operate at or near capacity,
export heavily to a diverse array of markets, and
are quite prosperous. Others are not so lucky.
Syria, despite having rather large oil reserves,
is indefinitely incapacitated from gathering the
investment to extract them. Some countries are
geographically blessed, like Kazakhstan, which
lies between Asia and Europe and could thus be
two pipelines away from prosperity. These and a
range of other idiosyncrasies characterize actors
in the global energy economy.

(iii) Energy crises, if not followed by meaningful
reform, tend to precede sharp political transformation.
(iv) Reserve discoveries seem to be a blessing
and a curse; they can catalyze political conflict
and territory dispute, as is the case with Lebanon.
Each case country contained in this report is
making some effort to shift away from fossil fuels. The relatively stable countries, like Israel and
India, are taking more meaningful steps. This is
perceived by some as both moral and pragmatic,
the latter probably explaining the majority of the
shift; heady oil markets can be fiscally painful,
and diversifying the energy mix may be the only
way to truly invest in an energy player’s future.

Needless to say, the energy question underlies
the diplomatic reality in much of, if not all of the
world. This report contains a series of states that
we have identified as interesting case studies in
energy economics.

The bottom line: Demand will continue to grow
with economic development, and the problems
we are seeing in these countries will probably
not be the last. It is my hope that, with this report, we can come slightly closer to understanding their nature.

Some major takeaways and points of interest:
(i) Coal is on the way out and natural gas will take
its place in the production of electricity, with
non-hydrocarbons likely to follow.
(ii) Countries with diverse export markets see
more stability, more prosperity, and more security.

Economic Intelligence
6

Economic Intelligence

Syrian Arab Republic
(SAR)
Evan Oliner

Economic Intelligence
7

Syrian Arab Republic (SAR)
Political turmoil in recent years has caused an
energy crisis despite large reserves:

natural gas remains a promising though depleted energy resource.

(i) First priority needs to be new infrastructure
and exploration investment, yet severe obstacles
remain;

The velocity with which the Syrian oil industry
switched off is a testament to the economic
volatility in the region. It should be noted that
this downturn has extended to myriad sectors in
Syria, including manufacturing, services, and agriculture.2 The energy sector, however, has been
particularly troubled. Oil production dropped
from 400,000 b/d between 2008 and 2010 to
25,000 b/d in 2015.3 Thus Syria’s oil sector is operating, at most, at 6% of previous capacity.

(ii) Natural gas was not as badly hurt and may be
a crucial area in future;
(iii) Import diversification and renewables will go
a long way for increasing energy security.
~

Recovery of this capacity will be complex, as a
multitude of problems exist; first, exploration
and extraction require investment, for which
there is little to no impetus. Foreign direct investment is essentially zero and has been since
2011,4 and the Assad regime’s resources and time
are deeply devoted to waging civil war, not rebuilding the energy sector. The second problem
is infrastructural; violence within Syria has left
oil infrastructure destroyed. In total, some $75
billion of total infrastructure damage has been
inflicted, including pipelines, tankers, and machinery for the energy sector, often done strategically by the parties involved in the conflict.5

“Perfect storm” seems the only apt description of
Syria’s political reality, and this extends painfully to energy security. The confluence of related
factors – violent civil war, western sanctions,
the spread of ISIS, heady oil markets – have left
the Syrian energy sector in turmoil. Previously
a quarter of government revenues, oil and gas
production have declined massively since 2011.
Essentially zero exports are exiting the country
now, as domestic supply is in a shortage condition.1 Significant oil reserves remain, reserves
which are in fact unequalled in the region, but
mobilizing the industry necessary to exploit
them will hinge upon political stabilization, and
even when begun will take several years. Further,

Syria’s energy demand is met largely by domestic
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Syrian Arab Republic (SAR)
has come under attack from
time to time during the
conflict and is certainly not
secure as of now, and thus
represents an ongoing energy security issue for Syria.
The lion’s share of Syrian
electricity comes from fossil
fuels, though several dams
offer hydropower capacity.
Much of Syria’s natural gas
is spent here, energizing
thermal power plants. Conflict-linked shortages have
led to numerous blackouts,
as has fighting near power
lines.8 Further, 100 million
kWh were exported in 2014
to fund the regime. 2014
consumption was 17 billion
kWh.9

natural gas, a source which has not been affected as catastrophically
by the war. In 2013, as the conflict was already raging, natural gas production was 187 billion cubic feet.6 This is a 60% drop from 2010, creating the necessity for imports to meet demand. These imports have
come almost exclusively from the Arab Gas Pipeline.7 This pipeline
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The energy outlook will be
inextricably linked to the
playing out of the civil war.
As tensions ease, two important outcomes could be
seen: first, the country could
diversify its import network

Syrian Arab Republic (SAR)
for more short-term energy
security. New pipelines from
the gulf had been discussed but
put on hold during the war, including one from Qatar, whose
natural gas reserves are among
the world’s highest. Second and
more important, more external
and public investment can be
mobilized to begin rebuilding
infrastructure and resume exploration of oil reserves.
~
Image: Adobe Stock Photos.
Graphics: All data from Economist
Intelligence Unit, 2017. Data visualizations by Cyrus Jabbari.
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Israel
Gas field discoveries in Israel’s exclusive economic zone can potentially transform Israel’s energy
dependency position:

countries, Israel used to rely mainly on coal for
electricity production, but with the rise of natural gas around the world, this paradigm has
changed. According to the Energy Information
Administration, “In the ten years from 2005
to 2015, energy consumption from coal has
decreased by 15%. At the same time, energy
consumption from natural gas grew more than
fourfold.”12 The Israeli government has likewise
advocated for a transition from oil to natural gas
in power generation.13

(i) Israel is party to a global effort to transition
major economies from coal to gas in electricity
production;
(ii) With these discoveries Israel may end up a
net energy exporter, which would present new
challenges;
(iii) Need exists for new regulations addressing
investment and antitrust issues.

Unleashing natural gas production would
amount to shifting from a historical energy importer to an exporter, a shift not without hurdles.
Israel has traditionally set the price of natural gas
through long-term contracts with customers,
causing pricing inflexibility.14 Additionally, new
trade deals will have to be formed with partners who have traditionally been energy sellers
to Israel, and the country’s inexperience with
negotiating export contracts could prove to be a
challenge. However, if Israel is able to smoothly
ramp up its natural gas production to not only
supply its citizens with electricity, but citizens of
other countries, the benefits could be dynamic.
Aside from economic growth, better trade relationships with surrounding countries could ease
political tensions.

~
Natural gas is crucial to the future of Israel’s energy economy. For much of its history, Israel has
depended on imports for energy, but a recent
discovery of offshore natural gas fields has the
potential to change that equation.10 Petroleum
imports will still be important for transportation
in the near future, but net imports needed for
electricity may turn into net exports if Israel can
continue to bolster natural gas production.
In 2016, Israel did $64.5bn in exports and
$59.9bn in imports, a positive balance despite
foreign energy dependency.11 Like many

Economic Intelligence
12

Israel
electricity, and how long
countries will embrace it until
more renewable resources are
favored, but as of right now
it’s quite popular internationally as a coal or heavy fuel
replacement.15

A potential problem for Israel is the increasing production of natural
gas around the world. As other countries increase their gas production, prices come down, and exports become less profitable. It remains to be seen how much of the world will turn to natural gas for
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In order for Israeli natural
gas to be exported around
the world, the country must
ensure that private investors
are willing to back production and provide capital for
infrastructure. According to
Brookings, “for private actors
to invest, a stable and predictable regulatory framework
and investment climate is
required, in particular on matters pertaining to taxation,
export licenses, the possibility
of antitrust action or price
controls, and environmental
requirements”. As a country
with low energy production,
Israel lacks these regulations.16
If Israel cannot effectively
resolve a multi-stakeholder
regulation process, it would

Israel
suggest an incapable government, discouraging
foreign investment in the country altogether. If
regulation can be made predictable and fair, and
thus Israel is able to smoothly ramp up natural
gas production, it will benefit everyone in the
country.

energy success will depend on how it handles its
natural gas discovery. If handled correctly, it
will increase government revenues, invigorate
the economy, and improve foreign relationships.
If mishandled, it could cause civil uproar and
diminish foreign investment, potentially causing
a recession.

Capital concentrations in the energy sector have
long been a problem in Israel, where it often
seems a lucky few own too much of the country’s
energy resources. This issue came to the fore
when the antitrust authority deemed two large
operators, Noble Energy and Delek Group, to be
potentially constituting monopolies.17 The Israeli
government has an opportunity with this gas
discovery to limit monopoly power, regulating its
use such that the Israeli energy markets remain
competitive.

~
Image: Dnaveh, "Power Plant Station in Israel," Dreamstime. Retrieved from: https://www.dreamstime.com/
stock-photo-power-plant-station-israel-orot-rabin-formerly-maor-david-hadera-hadera-stream-water-park-foreground-image41160847.
Graphic: All data from Economist Intelligence Unit, 2017.
Data visualizations by Cyrus Jabbari.

A longer term energy solution for Israel could be
nuclear power. One of Israel’s economic strong
suits is technology.18 Developing nuclear reactors
could be a project that capitalizes on the country’s strengths, but building a nuclear reactor
comes with all sorts of risks and legislative issues.
Were nuclear power to become safer and more
popular globally, Israel is in a great position in
the Middle East to produce it.
Ultimately, Israel’s near-term economic and
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India
India’s colossal energy demand and lack of
domestic fuel resource makes it very import-dependent:

the country manages its energy mix to promote
continued economic growth and prosperity.
India was the fourth-largest consumer of oil in
the word in 2015 after the US, China, and Japan.21 Demand is now around 4.5 million b/d,
of which over 4 million b/d is imported.22 This
makes India reliant on Middle Eastern oil, and
this dependence will only continue to grow if
India can’t produce more oil domestically or get
energy from other sources. In the near term, it
seems that India will continue to heavily import
oil as its economy and transportation sectors
grow.

(i) A healthy domestic refinery industry has
strengthened India’s energy trade position;
(ii) Crude fuel comes primarily from Middle Eastern imports;
(iii) Abundant coal resource assists with electricity generation, though a supply gap remains
necessitating imports;
(iv) There is promise for bolstering natural gas
and hydroelectric power to diversify the energy
mix.

India makes up part of the cost of its heavy imports through its oil refinery industry. The government has incentivized energy companies to
invest in oil refineries, implying the elimination
of customs on crude oil imports. As a result, India
has become a huge refining hub in Asia, with
plans to become one of the biggest in the world.
Most of these products are gasoline and diesel,
which are used domestically and internationally.
India’s oil trade imbalance is still a problem, but
its refinery industry has eased costs in recent
years.23

~
Energy demand in India is massive, growing, in
fact, quicker than any other major economy.19
India’s 1.3 billion people consume massive
amounts of energy, and despite having substantial fossil fuel resources, India still needs to
import fuel. The country’s energy appetite has
been driven by enormous growth - on average
11% between 2004 and 2014.20 Growing energy
needs are a byproduct of any growing economy,
but the Indian government must ensure that

One resource India does have in abundance is
coal. India has the fifth-largest coal reserves
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India
in the world, and is also
the third-largest coal
consumer.24 For most of
the 2000s, India’s coal
production and consumption have been
closely aligned, with
minimal imports needed to meet demand.
However, in the last few
years as India’s economy has taken off, these
two lines are diverging,
and India has needed to
import more and more
coal. Coal represents
44% of India’s energy
use, and most of it goes
towards electricity.25
But these coal imports
have failed to fully close
the electricity demand
gap in India, which still
experiences frequent
blackouts in its cities.
Also, 237 million Indians didn’t have access
to electricity in 2013,
which is 19% of the
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India
population.26 These figures
point to a daunting future
for India, as its energy supply
is already stretched.

is natural gas. Natural gas is used for many of the same purposes as
coal, include electricity generation, and can help fill the energy gap
in that sector. India’s natural gas production infrastructure is subpar,
forcing it to import liquefied natural gas (LNG) from Qatar.29 India is

One source of hope is India’s
significant hydroelectric
power capacity. Its 130 TWh
of gross generation make it
the seventh-largest producer
in the world, and hydro is
the second largest source of
power production in India
after fossil fuels.27 Estimated
hydro resource potential is
148 TWh, and with the tropical climate, there is plenty
of room to develop this
resource. However, hydropower naturally faces many
challenges, including proximity to centers that need
electricity, high costs, and
environmental issues.28 This
is an area warranting further
improvement in the coming
years.
Perhaps India’s best energy
hope in the next few years
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India
looking to build up its own natural gas industry
to ease its trade imbalance and increase energy
supply. This is especially viable given the 1.42
trillion cubic meters of conventional gas reserves
lying under India.30
As the largest importer in the world, with much
of those imports being energy related, India
faces several challenges in the coming years.31
Electricity generation is less of a problem than
transportation, because of the country’s abundant coal resources and emerging potential in
hydro and natural gas. But the amount of oil
India imports is staggering, and ultimately unsustainable, especially as its economy continues
to grow. How India deals with this problem will
largely influence its future economic growth and
prosperity.
~
Image: Bgopal, "Bindu Dam: Built on the Jaldhaka River,
India," Dreamstime. Retrieved from: https://www.dreamstime.com/royalty-free-stock-images-bindu-dam-built-jaldhaka-river-india-hill-station-situated-near-indo-bhutanborder-banks-way-to-hydro-image36616599.
Graphic: All data from Economist Intelligence Unit, 2017.
Data visualizations by Cyrus Jabbari.
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Pakistan
Poor governance of state-owned enterprises and
exogenous factors have led to energy crisis in
Pakistan:

Resolving the energy problem is critical to
sustaining increased prosperity; GDP growth
hit 5.7% in 2016, after rising every year since
2010.34 This growth will need to persist and even
rise as Pakistani population growth is among
the highest in the region at around 2% (neighboring India, for reference, is under 1.3%), and
Pakistani demographics skew young, resulting
in a ballooning workforce.35-36 The inefficiency
effect of the energy crisis can be a crucial drag
on much-needed growth – a 2012 report by the
Asian Development Bank (ADB) found that losses
due to energy shortage held down GDP growth
by 3-4% in 2011 and 2012.37

(i) A quickly growing population will need to find
a sustainable solution to the energy problem;
(ii) Frequent blackouts underscore the severity of
the problem;
(iii) Privatization of energy entities may hold
promise.
~
Pakistan has been in a state of energy crisis for
several years, bringing energy policy and investment to the political fore in a country with
a fast-growing economy and population. PM
Nawaz Sharif’s government stated its emphasis on increasing power generation to reduce
outages, knowing that failure to deliver on these
goals would likely spell a political shakeup in
2018 elections. Sharif’s fate came sooner than
that, as he stepped down in July upon tax-evasion revelations in the Panama Papers.32 A slate
of reforms he pushed have resulted in some
alleviation of the energy problem, but more
investment and structural change still appear
necessary as Sharif’s younger brother and likely
successor, Shahbaz Sharif, takes power.33

The electricity generation shortfall reached 5000
mW in April. This rears its ugly head in the form
of scheduled and unscheduled power outages for hours on end.38 A confluence of factors,
both upstream and downstream, have resulted
in these shortages, but many claim that poor
governance underlies all of it. Nadeem Ul Haque,
a former energy policymaker in Pakistan, opined
in Project Syndicate in June that “the authorities
and aid donors alike stubbornly fail to recognize
the obvious, and instead continue to pursue
costly and ultimately ineffective interventions.”39
State-owned enterprise tends to dominate the
energy sector, where privatization may be the
path to unlocking efficiency.

Economic Intelligence
21

Pakistan
Under the Energy Sector
Restructuring Program
(ESRP), an ADB facility
helped finance a large
privatization push that
ended in 2006. This resulted in improvements
in governance and competitiveness as well as
reductions in cross-indebtedness among
power entities, a leading
cause of load-shedding.
Privatization, however,
came to a grinding halt
following that, and two
major entities scheduled
for privatization never
achieved it. As a result,
governance issues were
back to the fore by
2013.40

Privatization-based solutions, have, in fact, proven to work in the past
yet often haven’t reached completion for a multitude of reasons.

Economic Intelligence
22

Privatization is very
difficult in Pakistan for
a few reasons. The deep
institutional problems at
power entities make it
hard to seek investment.
Cross-indebtedness

Pakistan
remains an issue. And, perhaps most importantly, public perception is mixed. Many have characterized privatization as colonialist in nature, allowing larger foreign entities to control Pakistani
energy. Some have objected on the basis that
privatization would be contrary to the principles
of Islam. The microeconomic benefits of privatization are well-known in developing countries.41
Pakistan is a net-importer of oil, producing
95,000 b/d in 2015 yet consuming 431,000 b/d.
Natural gas production peaked in 2012 at 4.2 billion cubic feet, and pipeline projects from Central Asia and Russia will lead to a larger import
market for gas.42 Going forward, getting energy
away from the state, yet placing it in a healthy
regulatory framework should be the guiding
principle.
~
Image: Mrhighsky, "Vehicles at CNG Station," Dreamstime.
Retrieved from: https://www.dreamstime.com/stock-image-vehicles-cng-station-waiting-closed-refueling-image-depiction-crises-pakistan-image33023171.
Graphic: All data from Economist Intelligence Unit, 2017.
Data visualizations by Cyrus Jabbari.
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Egypt
The largest non-OPEC African oil producer, Egypt
relies heavily on oil exports, and in many ways is
a classic case of the dangers of oil dependence:

as low as they are, the Egyptian government
has had to pay higher subsidies to keep the oil
companies alive. Currently, gasoline is sold at
around 55 percent of its cost in Egypt, meaning
the government must pay for nearly half of each
gasoline purchase.46 This has sparked protest
over the oil subsidy program, and Egypt is currently underway in reforming it. Exacerbating
this issue is the fallout from the 2011 uprising
in which Egypt’s government was thrown into
chaos, driving investors and tourists away from
the country.

(i) The 2011 uprising led to a non-trivial energy
issue, which caused concerns on future growth;
(ii) Low oil prices and lack of discovery may
prompt increased efforts toward more energy
diversification.
~
As the largest non-OPEC oil producer in Africa,
Egypt is a significant player in the energy game
in the Middle East and Africa. Egypt produces
a substantial amount of oil, feeding a domestic
consumption that is also very large as well as
an export market.43 The 2011 revolution led to
a spate of blackouts, followed by a period of
subsidy reform meant to ration energy use; this
has caused some apprehension about Egypt’s
growth potential.44

Egypt has made progress in terms of its subsidy reform. The government spent 71.5 billion
Egyptian pounds on subsidies in 2014-15, then
cut it to 55 billion Egyptian pounds in 2015-16.
Further spending cuts are expected in the coming years.47
Another challenge facing Egypt is maintaining
domestic production growth. Over the past ten
years, Egypt’s oil production and demand have
been closely aligned. However, in the past five
years or so, the trend has shifted; Egypt’s oil
demand has begun to increase rapidly while its
production has dwindled.48 Total domestic fuel
resource is running out, with little new discovery
being made; at the end of 2015, Egypt had 3.5
billion barrels of proven reserves, which is

Egypt, along with other countries in the region,
has been hit hard by the recent bout of low oil
prices. When oil prices were higher, Egypt could
afford to pay for subsidies that guaranteed price
stability for consumers and viability revenues for
producers.45 However, with oil prices being
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Egypt
production declines in
many oil fields, allowing
them to last longer. New
oil discoveries in recent
years, including 86 in
2013, have buoyed the
country’s oil reserves.
Also, natural gas production has been steadily increasing over the
past decade, easing the
burden of petroleum on
energy production in
Egypt.50 So while Egypt’s
oil production and demand have diverged, alternative energy sources
such as natural gas have
helped make up the
difference, although
if the trend continues,
more solutions will be
needed.

200 million less than in 2014.49 There are some encouraging developments, however. Enhanced oil recovery (EOR) technology has eased
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One primary source of
income from energy in
Egypt is tariff revenue
from the Suez Canal. The
Suez accounted for the
transport of 3.7 million

Egypt
b/d of oil in 2014. Iraq and Europe are the biggest partners
responsible for northbound
traffic, while Russia and some
Asian countries account for
most southbound traffic.
This canal is along one of the
highest-trafficked oil routes
in the world, and allows
Egypt to profit from its strategic location.51

wind and solar, which are relatively abundant in Egypt. Hydroelectricity is currently Egypt’s most popular renewable resource, accounting for 9% of the country’s total power generation. The government is keenly focused on expanding its solar and wind

One recurring problem in
Egypt is blackouts relating
to the country’s weak electricity infrastructure. These
blackouts occur mainly due
to natural gas supply shortages, aging infrastructure,
and inadequate generation
and transmission capacity.52
Egypt’s 2011 uprising stalled
government plans to expand
the country’s power generation capacity, and demand
has outpaced supply as a
result. The government is
determined to increase this
capacity, especially through
renewable sources such as
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Egypt
production, with goals of increasing them by
3,500 MW and 7.2 GW in the next decade, respectively.53 These renewable energy sources,
along with the increasing popularity of natural
gas, should help Egypt with its electricity problem. However, in terms of energy needed for
transportation, petroleum is still king for the near
future, and low oil prices will continue to harm
the country.

be the catalyst that prompts Egypt to restructure
its economy and put itself in a favorable position
going forward.
~
Image: Jason Row, "Suez Canal, Egypt: 3rd January 2007,"
Dreamstime. Retrieved from: https://www.dreamstime.
com/editorial-photo-suez-canal-egypt-rd-january-tugboat-baher-heads-south-great-bitter-lake-large-lpg-shipbackground-image55327116.

Egypt has imported more goods than it exports
for decades now, but this gap has widened recently. In 2015, Egypt imported $76.4b worth of
goods, while exporting just $27.7b. The biggest
chunk of these imports is refined petroleum at
7.8%, but other basic goods like telephones and
cars are a significant chunk of imports.54 This
points to the lack of diversification in Egypt’s
economy—they rely on oil for most of their GDP,
and therefore don’t manufacture their own cars,
computers, and other goods. Oil-reliant countries in the region such as Saudi Arabia have announced their focus on diversifying their economies away from oil, and based on Egypt’s current
account balance, they would be wise to do the
same. Egypt imports most of its goods from China, and exports most of them to Saudi Arabia.55
If Egypt can encourage more manufacturing domestically, it won’t have to rely on China as much
for goods other than oil. Low oil prices may

Graphic: All data from Economist Intelligence Unit, 2017.
Data visualizations by Cyrus Jabbari.
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Lebanon
Huge swaths of oil-rich ocean territory off Lebanon are on auction, and their eventual operation
will potentially make the country energy-independent:

next licensing round on the 15th of September
and by mid-November 2017 it plans to sign the
agreements for production and exploration. Five
out of ten proposed offshore blocks are open
to bidding: Block one in northern waters, block
four in the center and blocks eight, nine and
ten in the south. At this stage, 13 companies are
qualified as operators and 38 as non-operators,
among them Shell, Total, Eni, ExxonMobil, and
OMV.57-58

(i) Energy companies the world over have signed
on in operating and non-operating roles;
(ii) Corruption, the Syrian refugee crisis, and conflict with neighboring states represent ongoing
challenges.

Lebanon traditionally depends on imports to
meet its energy needs. Refined petroleum represents 16.4 % of country's imports.59 In 2010 the
country was importing 120,000 barrels of refined
oil products per day and in 2011 the demand
reached a record number of 134,000 barrels
per day.60 Lebanon's energy mix is made up of
90% oil, 3% coal and 2% gas. The resources are
supplied by countries like Russia, Italy, Greece,
France and the United States.61

~
One source of political conflict in the Eastern
Mediterranean is the relaunch of the offshore oil
and gas licensing round by Lebanon, which was
postponed from 2013 due to lack of a legislative
basis and an unstable political environment in
the country. In 2010 The U.S. Geological Survey
estimated that the Levant Basin may contain 1.7
billion barrels of recoverable oil and 122 trillion
cubic feet of gas.56 This discovery revived of a
long-time dispute between Lebanon, Israel, and
Cyprus for the ocean territory. The countries
should decide if they prefer to get involved in
more conflicts or create a stable environment to
attract foreign direct investments.

91.9% of the country's electricity is generated
from imported oil and 8,1% from hydropower.
Each year Lebanon is spending approximately
$500 million to buy fuel to generate electricity.
In this light, the government is actively trying to
develop sources of renewable energy. The Ministry of Energy and Water plans to increase the
capacity of existing hydro plants and to build the

The Lebanese government will conduct the
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Lebanon
first wind farm. In 2020, 12% of the total power
consumption should be represented by renewable sources.62

million Syrian refugees. Another threat is that
oil-dollar-dominated revenues may start dominating the economy. Volatile oil prices will lead
to the depreciation of the local currency and a
real exchange appreciation. Even if in the beginning the oil sector will create new jobs, their
importance to the economy will be limited and
will lead to the higher inequality and inappropriate wealth distribution.

In perspective, the hydrocarbon discoveries may
have a positive effect on Lebanon's GDP and
can make the country energy independent. The
country has a favorable geographical location
to export natural gas to Syria, Jordan, and Egypt
through the Arab Gas Pipeline. It also has access
to Turkey and European markets. But transporting may become difficult due to maritime border
disputes. Israel considers some of the maritime
territory its exclusive economic zone.63 At the
same, Turkey doesn't recognize Cyprus and its
agreements with Lebanon, Israel, and Egypt.

~
Image: Adobe Stock Images.

Corruption increase can become a great challenge for the country. In 2016 Lebanon ranked
136 out of 175 countries by Transparency International Corruption Perception index. Eni, an
Italian oil and gas company, has been already
accused of bribes to receive an exploration license.64 The government needs to introduce new
policies and increase the efficiency of the existing ones to ensure transparency and accountability in the industry.
An attractive tourist destination before, today
Lebanon is a new home for more than one
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Kazakhstan
The most stable nation in Central Asia, Kazakhstan’s oil abundance has attracted major powers
and investors, yet political risk remains a hindrance:

Europe to the West, these Central Asian countries
do not lack markets for their natural deposits.
What they are missing, however, is adequate
infrastructure to transport their energy supply to
major global markets.

(i) It’s location between two of the world’s largest export markets represents an opportunity to
become a major energy player;

Building efficient hydrocarbon infrastructure is
vital for the economy of Kazakhstan, which has
very few other natural economic endowments or
other promising global economic sectors. With
its immensity and no direct access to the high
seas or major shipping routes, Kazakhstan would
have to invest between $121 billion and $169
billion towards improving pipelines.66 Like many
countries undergoing development, securing
funds from foreign investors will spur the advancements necessary to overcome the financial
and technological constraints facing the future
of the Kazakh hydrocarbon industry.

(ii) Russian influence in the region may deter
investors and thus hinder the development of
necessary infrastructure.
~
Kazakhstan is geographically the largest country
in Central and West Asia and contains roughly
31.3 billion tons of coal as well as an abundance
of oil and natural gas reserves.65 It has the potential to become a significant contributor to global
oil and gas production, but unless it can find a
way to strike a sustainable political and economic balance, Kazakhstan may remain in a state of
inefficiency and underutilization.

Being the most politically stable and economically powerful nation in its area, Kazakhstan
already has a leg up over its regional competitors.67 With Russia, China, and Europe pursuing
the majority of Kazakhstan’s available oil supply,
the burden of investing in the infrastructure and
maintaining political and economic stability will
be shouldered in large part by those parties. A
premature analysis of the situation would indicate that Russia will collect the lion’s share of

After the collapse of the Soviet Union in 1991,
Kazakhstan (as well as Azerbaijan and Turkmenistan) has piqued the interest of foreign investors
in addition to numerous oil and natural gas consuming nations. With China to the East and

Economic Intelligence
33

Kazakhstan
Kazakhstan’s hydrocarbon resources. Given their
strong cultural, economic, and political ties, it’s
no surprise that Russia has secured huge natural
gas deals with Kazakhstan in the past.68

world’s top 30 most developed nations by 2050,
Kazakhstan’s energy efforts may be better placed
in investing towards renewable reliance instead
of the sunk cost of developing their current inefficient energy infrastructure.70

However, despite the persistent pressure of Moscow’s firm grip on Kazakh energy, Kazakhstan
welcomes the opportunity to introduce other
countries to the mix. Russia’s influence in Central Asia, however, runs deep—if the 2008 war
in Georgia illustrates anything, it’s that Russia
is willing to secure their political and economic
interests at any cost.69

~
Image: Anatoly Ustineko, "Caspian Sea Panorama," Dreamstime. Retrieved from: https://www.dreamstime.com/
royalty-free-stock-images-caspian-sea-panorama-image4254889.

Despite efforts by neighboring countries to
lessen the regional dependence on Russia, the
rate of foreign investment in Kazakhstan is determined by the perceived risk. If Kazakhstan is
unable to politically and economically distance
itself from Russia, the hope of constructing major
pipelines into China and Europe may be a forgotten aspiration.
As Kazakhstan’s government evaluates its own
domestic energy position, the path of renewable
energy is one alternative to the expansion of existing coal and other fossil fuel reserves. With the
long-term goal of generating half of its domestic
electricity from non-hydrocarbon sources by
2050 as well as becoming one of the
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Qatar
Qatar’s domestic production is sufficient to feed
demand and export heavily, mostly to Eastern
Asia:

ties with Qatar, citing its ties with terrorism and
contributions to instability.
Qatar’s energy economy is export-heavy. Almost no fuels are imported save some refined
petroleum products. Most crude oil is exported,
domestic demand being met by petroleum and
natural gas produced domestically. 503,400 b/d
of crude oil were exported daily in 2017, from
a total production of 651,500 b/d. Oil fields are
connected to one of three major refineries/
export hubs (Mesaieed, Halul Island, and Ras Laffan) by extensive pipeline networks, from which
an additional 568,100 b/d of refined petroleum
were exported. Further, Qatar is the world’s largest liquefied natural gas exporter.72-73

(i) The recent boycott by Gulf nations does not
pose an existential threat to Qatari prosperity as
export markets are distant and insulated from
regional conflict;
(ii) Massive natural gas reserves and a push for
non-hydrocarbon energy will be themes in Qatari energy going forward.
~
Qatar, a small and very wealthy nation of around
2.5 million, is somewhat prototypical among
OPEC members; Since the 1940s, the Qatari
economy has relied upon oil markets. This reliance has sufficed to create great prosperity, Qatar having a nominal GDP per capita of $64,000,
6th globally in 2017.71 Like other OPEC members,
rule of Qatar is dynastic, monarchical, and theocratic; the Al Thani family has held power since
the 1880s. And finally, Qatar, like other OPEC
members, is grappling with recent turbulence in
oil markets and with international ambition for
hydrocarbon reductions. Recent regional developments pose new challenges. In early June
2017, a coalition of Gulf states cut diplomatic

Oil exports are destined primarily for Asia, particularly Japan, which imported more than 60% of
Qatari refined petrol exports in 2014. Almost no
oil exports go to the middle east. This is a point
of security for the Qatari economy in light of recent sanctioning by other gulf states, who cut all
ties with Qatar in early June 2017. Qatar’s short
border with Saudi Arabia is of little significance
to energy trade, with virtually all of its oil and gas
exports leaving via the Strait of Hormuz.74-75
Petroleum, however, is only a minority of Qatar’s
domestic energy consumption. A majority share
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belongs to natural gas, which has become an
important pillar of the Qatari energy mix. This
follows significant reserve discoveries at the turn
of the 21st century,76 allowing for export of most
liquid fuels like crude. Qatar’s liquefied natural
gas reserves, in fact, are the third highest in the
world, at around 24.53 trillion cubic feet as of
2016.77 This, in turn, is a positive trend for Qatar’s
environmental footprint, since natural gas is the
cleanest of the fossil fuels.

renewable energy by 2024, incorporating this
into Qatar National Vision 2030, the national
development plan launched in 2008.81
Going forward, Qatar’s major concerns will be
those typical of any OPEC member. Shorter-term
geopolitical spats, though politically troubling,
are not existential threats to the Qatari economy,
which has a high degree of energy security and
distant, insulated export markets.

This natural gas is used to generate nearly all of
34 billion kWh of electricity demand in Qatar.78
That is to say that no coal-power electricity is
generated in Qatar.79 Healthy economic growth
has led to higher domestic oil demand for transportation (primarily road), and domestic oil consumption reached 238,000 b/d in 2014.80 Qatar
being a geographically small nation, oil demand
for transport is not particularly colossal in absolute terms, but is growing.

~
Image: Giuseppemasci, "Qatar," Dreamstime. Retrieved
from: https://www.dreamstime.com/editorial-stock-photo-qatar-al-khor-pipeline-gas-industry-image64109773.

The post-crisis oil glut has left Qatar among other OPEC nations in a position that is more troubling fiscally. Further, the international push for
emission reduction which implies the phase-out
of hydrocarbons from energy markets creates
a long-term vulnerability for Qatar and the like,
who rely almost entirely on oil revenue. To minimize this, Qatar established the goal of 20%
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Russian Federation
The Russian Federation remained a key player in
the international political arena even after the
dissolution of the Soviet Union and this can be
attributed to its large energy resources which
function as the mainstay of Russian foreign
policy and an essential source of its international
prestige.

As a country with proven oil reserves equivalent
to 80 billion barrels, a well-built infrastructure,
and foreign investments that make possible
the exploitation of these resources, it might
be inferred that Russia is in no need of energy
imports. However, there have been cases when
Russia has failed to meet all its delivery obligations from its own production and has been in
need of imports from Turkmenistan, allowing use
of its pipelines. In 2016, 15,110 bbl./day of crude
oil, 13,350 bbl./day of refined petroleum and 8.9
billion cu m of natural gas were imported.85

Russia is the world's largest producer of crude oil
and the second-largest producer of dry natural
gas, as well as a big producer of coal. Revenues
coming from these energy sources account for
approximately 43% of federal budget revenue.82

As an exporter, Russia is powerful. There exists an
asymmetrical interdependence with Europe and
CIS countries for the products Russia exports.
These exports are in the interest of Russia as they
strengthen the economy and Europe is the main
market for its products, but Europe is specifically vulnerable to shortages of supplies from
Russia as noted during the crisis between Russia
and Ukraine and the way sanctions imposed on
Russia have indirectly hurt Europe, as well. Both
unilaterally and through the European Union,
European countries began developing strategies
that would allow them to mitigate this vulnerability.

Russia depends heavily on fossil fuel energy.
Consumption was composed of 53% natural
gas (453.3 billion cu m), 22% refined petroleum
(3.693 million), 14% of coal and 11% of renewables and nuclear energy for the year 2014.83
The most important company in the energy
sector in Gazprom, a 40% state owned company,
which is the main producer of the energy that
is consumed, has a monopoly over the natural
gas pipelines and also has exclusive rights to
export natural gas. Other main natural gas producers in Russia are Novatek, Itera, TNK-BP, Rosneft, and LUKOIL. Apart from fossil fuels, Russia
has been trying to focus on the development of
renewable energies.84

One example is the project on the Trans Adriatic
gas pipeline which will be an important link in
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the so-called Southern Gas Corridor, a $45bn
mega-project to supply natural gas from the
Caspian Sea to Europe that started in 2015.86 The
main supplier becomes Azerbaijan whose area
is very rich in hydrocarbons, but it also creates
the possibility for connected pipelines that could
become a route for other new suppliers.

electricity consumption was 878 BkWh. Russia
exported approximately 18 BkWh of electricity
in 2013 and imported almost 5 BkWh of electricity.89 This sector is dominated by Inter RAO and
Gazprom Energoholding. However, no company
is allowed to own both generation and transmission assets. The Federal Grid Company, which is
more than 70% owned by the Russian government (directly and through Gazprom), controls
most of the transmission and distribution infrastructure in Russia.90

On the other hand, Russia is working on diminishing the dependence on Europe, as well. It is
targeting as export destinations energy-hungry
east countries. This may be deduced as in 2016,
China was the second top export destination
country. Russian top destinations for the year
2015 were Netherlands [10.2% of the total exports – 32.3 billion dollars], China [9.8% - 31.1 billion dollars], Germany [5.8% - 18.5 billion dollars],
Belarus [4.9% - 15.5 billion dollars], Italy [4.9%
- 15.5 billion dollars], Japan [4.8% - 15.1 billion
dollars], United States [4.2% - 13.2 billion dollars]
and Turkey [3.8% - 12.1 billion dollars].87 In total,
Russia exported 77% of produced oil, 33% of
produced gas, and 55% of produced coal.88

Russia has an installed nuclear capacity of more
than 27 million kilowatts, distributed across 36
operating nuclear reactors at 10 locations, however, the plants are ageing and further investment is required.91
Residential and commercial sectors account for
the largest consumption of energy, equivalent to
159606 ktoe, then industry sector which consumes 125251 ktoe and then transports industry
with a consumption of 93491 ktoe.92

The electrification of Russia is complete. Fossil fuels (oil, natural gas, and coal) are used to
generate about two-thirds electricity, followed
by hydropower (18%) and nuclear (16%). Russia's
electric power generation totaled about 1,000
billion kilowatt hours (BkWh) in 2013, and net

Russia's greatest challenge is to preserve its
global importance and its solution will be, by all
indicators, explicitly linked with the future of its
energy economy.
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~
Image: Merkushev, "Gazprom Company Logo on the
Thermal Power Plant," Dreamstime. Retrieved from: https://
www.dreamstime.com/stock-photos-gazprom-company-logo-thermal-power-plant-adler-russia-june-roof-image40021813.
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