Oil & Gas Resources and Rights of Provinces

Naseer Memon

Resistance against privatization of Qadirpur Gas field rejuvenated the debate of ownership of natural resources, specially oil and gas. The question of ownership of oil and gas resources had been at the centre of province-federation relationship discourse in Sindh and Balochistan. Civil society and political parties in both provinces have been complaining of unfair treatment on account of oil and gas production. It became a trigger point during recent years in Balochistan where the issue has erupted into a civil war. Sentiments in Sindh are equally severe and deserve serious attention. Statistics of oil and gas sector reveal the genesis of the conflict. According to Pakistan Energy Year Book 2007 (published by the Ministry of Petroleum and Natural Resources), Sindh produced 13.87 million barrels of oil which makes 56 percent of the total national oil production during 2006-07. For details, refer Table.1

Table.1
Province-wise Oil Production in Pakistan
2006-07

	Province
	Oil Production (Million Barrels)
	Percentage

	Sindh

Punjab

NWFP

Balochistan
	13.87

7.85

2.8

0.024
	56.36
31.91

11.619

0.1

	Pakistan
	24.61
	100%

	Source: Pakistan Energy Yearbook 2007,  Ministry of Petroleum and Natural Resources GOP


During the same year Sindh produced 1,000,415 Million cubic feet of gas, which makes approx 71 percent of the total national gas production. For details, refer Table.2
Table.2
Province-wise Annual Gas Production: 2006-7   


	Province
	Non-Associated Gas (MMCF)
	Associated Gas (MMCF) 
	Total (MMCF)
	%

	Sindh

Punjab

NWFP

Balochistan
	979,198

52,481

22,818

318,188
	21,217

16,127

3,552

0
	1,000,415

68,608

26,370

318,188
	70.77

4.58

1.86

22.50

	Pakistan
	1372,685
	40,896
	1413,581
	100%

	Source: Pakistan Energy Yearbook 2007


These tables highlight the following two facts.

· Sindh is the largest oil producing province of Pakistan, followed by Punjab
· Sindh is the largest gas producing province of Pakistan, followed by Balochistan

· Sindh and Balochistan together contribute almost 94 percent of the national gas production and therefore may be considered energy basket of Pakistan. 
The same data source however reveals that Sindh and Balochistan consume only a small portion of their production and much of the gas produced in the two provinces is consumed in Punjab province. According to statistics, Sindh consumed only 46 percent of its production whereas Balochistan consumed just 25 percent of the gas it produced. Punjab utilized a staggering 930 percent against its production in the national out put of gas. Higher consumption of energy is considered as major indicator of higher development. One can safely conclude that that much of the development is centered in one province that consumes natural resources produced by other provinces. Table.3 provides revealing details of consumption pattern of gas. 

Table.3       Province-wise Annual Gas Production and Consumption Trend, 2006-7
	Province
	Total Gas Produced (MMCF)
	Total Gas

Consumed (MMCF)
	Ratio (Consumption VS Production in %)
	

	Sindh

Punjab

NWFP

Balochistan
	1,000,415

68,608

26,370

318,188
	459,369

638,008

42,480

82,138
	45.91

930

161

25.81
	

	Source: Pakistan Energy Yearbook 2007


In case of Sindh consumption details are not provided in the document, which is again centered mostly in urban and peri-urban centers. Whereas the larger part of rural Sindh which produces this wealth of resources is far behind in development indicators. This is a major policy issue. Presently federal government has all controls over the oil and gas fields located in provinces. The Federal Government doles out 12.5 percent royalty to provinces based on the well head price. The amount becomes part of provincial income in the annual accounts. There is no policy which may ensure that the oil and gas producing talukas/districts should also get a certain part from that royalty. That’s why oil and gas producing talukas/districts of Sindh and Balochistan are marked conspicuous by poor indicators of human development. Major oil and gas producing areas of Sindh such as Badin, Nara taluka in Khairpur, Ghotki, Sehwan and Thano Bola Khan tlaukas in Jamshoro and Johi taluka in Dadu are mostly under developed and communities surrounding the oil and gas field live in primitive ages. According to Human Development Report of UNDP (2003) Badin, the major oil producing district ranked at 60th out of 91 districts in the country. Under the same ranking only 3 districts of Sindh (including Karachi and Hyderabad) found place in top thirty districts of country on Human Development Index. The same report placed Rural Sindh lowest among all urban and rural areas of all provinces ranked on Human Development Index. The report also shows similar trend for Balochistan. According to the report Blochistan has 12 districts among the last 30 districts ranked in the country. Whereas the top 30 districts on HD Index included only 3 from Balochistan. Ironically Dera Bugti was the last on Human Development Index in the country. Dera Bugti is home to the largest natural gas field “Sui” of the country. 
Millennium Development Goals Report 2005 of the Government of Pakistan also indicates similar trend of human development in the hydro carbon producing districts of Sindh. Table.4 shows ranking of three major oil and gas producing districts of Sindh against key development indicators 
Table.4 MDG Ranking 2005 of oil and gas producing districts (out of 98 Districts)
	District
	Indicator-wise Ranking

	
	Net Primary Enrollment
	Literacy Rate
	Immunization
	Water Supply

	Khairpur
	57
	37
	78
	26

	Dadu
	70
	43
	53
	56

	Badin
	47
	60
	60
	43


This data leads to an important conclusion that the areas contributing wealth of oil and gas resources in the nationally kitty, do not receive their due share in development. This is a major cause of resentment among the communities and civil society of Sindh and Balochistan. A responsible state has to make sure that all citizens should receive their justified share in development opportunities. 
Local employment is another matter of serious concern. Oil and gas fields are mostly located in remote and underdeveloped areas like desert belt in the east and hilly tracks in the west of Sindh. Oil and Gas companies have their head offices in big cities like Islamabad and Karachi where Sindhi or Balochi speaking staff hardly makes a small fraction of their human resource. Field staff which is mostly low paid labor is some what considered as it is not feasible to bring them from other provinces or urban areas. The oil and gas companies often extend an excuse that they do not find qualified and experienced people from rural Sindh and Balochistan. This argument has lost its validity as the provinces have reputed universities and technical colleges producing sizeable number of professionals with required qualification. The present share in employment from the oil and gas producing areas is hard to justify. It is in the business interest of the companies to address this issue which is bound to create problems for their operations with the passage of time. Apart from that, it is moral and professional obligation of the companies to invest in development of local human resources enabling them to compete for mid level and senior positions in the companies. Some of the companies have made some appreciable investments but on a very limited scale. 
Except a handful of multinationals companies, most of the national and multinational companies do not invest in development of local communities. In mid 90s, Concession Agreements made it obligatory on companies to invest for development of communities in and around the concession areas. The amount makes a small fraction of the hefty profits from the concession areas however only few companies manage this portfolio professionally. National companies specially have a poor track record on this account. Discretionary corporate funds are mostly spent on advertisements, gala dinners, sports events and other such entertainment based activities. These funds can also be utilized for development of local communities. Production Bonus is another provision for community development which is never utilized. According to the Petroleum Policy, the oil and gas companies have to pay an amount of $ 500,000 as Production Bonus to the Federal Government. As per Petroleum Policy, this fund is meant for social welfare of the communities in and around the Concession Areas. Companies claim that they have been paying this amount to the Federal Government but the same has never been invested for local communities. Provinces owe large sum of this amount lying with the Federal Government. 
Environmental violations are another are of concern. The communities living around the oil and gas producing fields often complain that the companies’ operations pollute their natural resources and cause severe damage to the ambient environment. Some of the companies are operating in environmentally sensitive areas where environmental examinations and impact assessment are a legal requirement. However poor regulatory systems on the part of government and non professional consultants leave enough space for companies to temper with environmental obligations. Local communities have to pay the price of poor governance in the country. 
The present energy crisis in the country calls for better governance of oil and gas sector and judicious sharing of profits accruing from the oil and gas resources of the provinces. Unless all benefits are shared judiciously, the conflict on the right over natural resources may become a serious issue in the coming years. 
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