
 

Written by Dinara Taldybayeva  
Eurasian Research Institute, Kazakhstan 

 

20.11.2018-26.11.2018 • No: 187 

 

IRAN-PAKISTAN-INDIA GAS PIPELINE: IMPLEMENTATION  
ISSUES  
The Iran-Pakistan-India (IPI) gas pipeline 
project was first initiated by Iran in mid-
1990s in order to transport the Iranian gas 
through Pakistan to India. However, the idea 
itself was first proposed in the late 1950s in 
a scientific article published by the Military 
College of Engineering, Pakistan. The idea 
came to the fore in 1989, when Pakistan 
faced a gas shortage. A preliminary agree-
ment, which was signed between Tehran 
and Islamabad in 1995, was later joined by 
India in 1999. The project aims to provide 
gas transportation from Iran’s South Pars 
gas field to the Pakistani city Nawabshah 
near the border with India and then to India. 
Out of 188 trillion cubic meters of proven 
global reserves of natural gas, Iran holds 34 
trillion cubic meters, the largest reserves in 
the world. This figure accounts for 18% of 
world gas reserves, 51% of total gas reserves 
in the Middle East and 40% of gas reserves 
in the OPEC countries. According to the In-
ternational Energy Agency, Iran is the third 
largest gas producer in the world with 190 
billion cubic meters of annual production. It 
should be noted that Iran’s oil and natural 
gas are frequently found together. To date, 
42 gas fields have been registered in Iran, 
with the largest ones being North Pars, Tab-
nak, Khayyam, Hangiran, Dalan, Kangan, 
and Mobarak. In addition, Iran has gas fields 
shared with adjacent countries, which in-
clude the Salman gas field (shared with 
Saudi Arabia), Mobarak gas field (with the 
United Arab Emirates), Khengam gas field 
(with Oman), Gundbali gas field (with Turk-
menistan), and South Pars gas field (with 
Qatar). South Pars is the world’s largest gas 
field, which is located on the Iran-Qatar bor-
der in the Persian Gulf. 3,700 km2 of the 
South Pars field, which covers an area of 
9,700 km2, are located within the Iranian 
borders and contain approximately half of 
the country’s total gas reserves. 
According to the 1995 preliminary IPI 
agreement, the total project cost amounted 
to $2.5 billion. However, in the following 
years, the approximate cost of the 2,700 km 
gas pipeline was revised upwards substan-
tially – to $7.5 billion. The Iranian section 
of the gas pipeline was supposed to be 1,100 
km, while the Pakistani and Indian sections 
should stretch for 1,000 km and 600 km, re-
spectively, and it was agreed that the con-
struction of the pipeline would be completed 
in about five years. The initial annual capac-
ity of the pipeline was to be 22 billion cubic 
meters of natural gas, which was expected to 
be increased later to 55 billion cubic meters. 
Of this potential volume, 22 billion cubic 
meters are intended for Pakistan and 33 bil-
lion cubic meters – to India. It is estimated 

that the provision of natural gas transporta-
tion via land instead of underwater makes 
possible to reduce the cost fourfold. 
Initially, tense relations between India and 
Pakistan slowed down the project’s imple-
mentation, but the positive trends in their bi-
lateral relations that occurred in 2004 signif-
icantly accelerated the process. The years of 
2005-2007 marked a period of bilateral and 
trilateral negotiations between Iran, Paki-
stan and India. In February 2007, the parties 
started talks on determining the price of nat-
ural gas, despite encountering a problem re-
garding the price of natural gas transit 
through Pakistan. The problem was seemed 
to be solved at the trilateral meeting held in 
New Delhi in June 2007, and the interna-
tional media reported 2010-2011 as the date 
of the pipeline’s launch. However, in July 
2007, Iran demanded that the price of gas 
should be re-evaluated every three years, 
which was opposed by India and Pakistan. 
In the previous agreements, Iran had con-
sented that the price evaluation would be 
made once in every seven years. 
During the subsequent negotiations, Paki-
stan requested the Iranian gas price to be 
lowered. Iran’s position on the price was 
that it should be equal to about 85% of the 
crude oil price in the period when the talks 
were held, while Pakistan insisted on 70%. 
As a result, the countries agreed that the 
price of natural gas should be around 80% 
of the price of crude oil at $50 per barrel. 
On the other hand, India expressed dissatis-
faction with the amount of natural gas to be 
supplied to the country through the pipeline, 
which would meet only 5-10% of India’s 
need. Apart from that, the Iranian gas to be 
supplied to the country could only be used 
for fuel purposes and could not be recycled. 
In 2008, India withdrew from the project ar-
guing that the price of gas transit should be 
resolved bilaterally with Pakistan. Although 
India’s official reason for the withdrawal 
was the disagreement over pricing and Paki-
stan’s failure to provide a guarantee on con-
tinuous gas supply, the real reason behind it 
was the U.S. sanctions against Iran. Tehran 
and Islamabad then announced that the gas 
pipeline project between the two countries 
would continue under the name of the Peace 
Pipeline. However, the United States an-
nounced that it would not support Pakistan’s 
cooperation with Iran. As a result, in 2013, 
Pakistan and India became part of the U.S.-
backed Turkmenistan-Afghanistan-Paki-
stan-India (TAPI) gas pipeline project. 
Another important concern is related to the 
financing of the IPI project. In fact, most of 
the regional energy projects are funded by 

the Asian Development Bank (ADB). How-
ever, in 2008, during the period of active 
discussions on the IPI project, the ADB an-
nounced that the bank would assist the pro-
ject only in case Pakistan imported natural 
gas from the Central Asian countries, not 
from Iran. In addition, the ADB suggested 
that Pakistan and India should solve their 
energy problems only through Central Asian 
gas and energy imports. The ADB’s position 
was probably a result of pressure from the 
United States that insisted on maintaining a 
strict sanctions regime against Iran. 
In 2016, following the signing of the Joint 
Comprehensive Plan of Action (JCPOA) on 
Tehran’s nuclear program that provided for 
the gradual abolition of sanctions against 
Iran, the IPI project was open to discussion 
again. In 2017, the Indian Government’s 
Standing Committee on Petroleum and Nat-
ural Gas began to support the revival of the 
IPI project. This may also be due to India’s 
weakening position in the TAPI project. Ac-
cording to the official estimates, the country 
is projected to become the world’s third-
largest energy consumer by 2030. With this 
in mind, India plans to meet its energy needs 
not through Afghanistan, whose stability in 
the TAPI project has not yet been achieved, 
but from other channels. 
According to experts, the construction of the 
pipeline was in the interest of the three par-
ticipating countries. Iran had the oppor-
tunity to export natural gas at low cost via 
Pakistan to India, which has a growing pop-
ulation with an ever increasing demand for 
energy. As to Pakistan, besides its energy 
needs, the country could earn $500 million 
a year by offering the transit corridor. For 
Pakistan and India, the decision to take part 
in the energy project such as the IPI pipeline 
was of great political significance. The pro-
ject would enable the two countries to make 
common political decisions to ensure energy 
security in the region. 
In 2018, Washington withdrew from the 
JCPOA and reinstated sanctions on Iran’s 
energy sector, which creates uncertainties 
about the perspectives of the IPI project. 
Russia’s Gazprom offers to invest in the 
construction of the IPI pipeline, while China 
aims to ensure the supply of Iranian energy 
resources through the China-Pakistan eco-
nomic corridor. The fact that the United 
States does not support the IPI project can 
also increase the willingness of Russia and 
China to participate in the project. If Mos-
cow and Beijing invest in the project, it is 
expected to make a significant contribution 
to the diversification of energy supply in the 
region.  



 

 

• President of Azerbaijan Ilham Aliyev 
paid official visits to Belarus and Turk-
menistan. In Minsk, Aliyev met with 
President Alexander Lukashenko to dis-
cuss trade, economic and investment 
cooperation, and implementation of 
joint projects in various fields. In Ash-
gabat, Aliyev held talks with President 
Gurbanguly Berdimuhamedov on key 
aspects of bilateral relations and signed 
a number of documents aimed at en-
hancing mutually beneficial coopera-
tion, especially on the Caspian Sea. 

• Turkish President Recep Tayyip Er-
dogan and his Russian counterpart Vla-
dimir Putin attended a ceremony in Is-
tanbul marking the completion of the 
offshore section of the Turkish Stream 
gas pipeline. The 939-km long two-line 
pipeline with a total capacity of 31.5 bil-
lion cubic meters of gas is expected to 
become operational in December 2019. 

• During the 6th meeting of Secretaries of 
Security Councils of the CIS member 
states held in Moscow, the participants 
addressed current security threats and 
challenges in the CIS area. The issues 
on the agenda included the situation in 
Afghanistan, financing of terrorism and 
religious extremism, biosecurity, etc. 

• The high-ranking defense officials of 
Azerbaijan, Georgia and Turkey held a 
trilateral meeting in Baku to discuss is-
sues related to regional peace and stabil-
ity, military cooperation, and security of 
strategic energy projects. Following the 
talks, the parties signed a joint protocol. 

• During the 14th EU-Central Asia Minis-
terial Meeting held in Brussels, the par-
ticipants discussed emerging opportuni-
ties for promoting mutual partnership 
and reaffirmed their commitment to 
work together in addressing political, 
security, economic and social issues. 
They also underlined the importance of 
adopting a new EU Strategy on Central 
Asia in early 2019. 

• During the 8th Plenary Session of the 
Parliamentary Assembly of Turkic-
Speaking Countries held in Izmir, the 
delegates from Azerbaijan, Hungary, 
Kazakhstan, Kyrgyzstan, Turkey and 
Uzbekistan discussed prospects for 
strengthening inter-parliamentary rela-
tions. At the end of the event, the partic-
ipants adopted the Izmir Declaration. 

• President of Uzbekistan Shavkat Mir-
ziyoyev met with Director General of 
the UN Office in Geneva Michael 
Møller who visited Uzbekistan to attend 
the first Asian Forum on Human Rights 
in Samarkand. Among other issues, the 
parties discussed prospects of political 
settlement in Afghanistan, as well as so-
cio-economic and humanitarian projects 
in the Aral Sea region. 

• During the 17th Central Asia Regional 
Economic Cooperation (CAREC) Min-
isterial Conference held in Ashgabat, 
the finance ministers and senior offi-
cials of 11 CAREC partner states fo-
cused on expanding regional trade and 
promoting economic diversification. 
They endorsed the CAREC Integrated 
Trade Agenda 2030 and its Rolling 
Strategic Action Plan 2018-2030. 

• During the annual OECD Eurasia Week 
held in Paris, representatives of 13 
countries of the OECD Eurasia Compet-
itiveness Program, OECD member 
states, academia, business community, 
international organizations, and civil so-
ciety discussed ways to further 
strengthen relations between the Eura-
sia region and the OECD. The event’s 
sessions focused on the countries’ com-
petitiveness overviews, gender policies, 
economic integration and connectivity. 

• As announced during the 23rd Interna-
tional Conference and Exhibition 
“Turkmenistan Oil and Gas 2018” held 
in Ashgabat, the China National Petro-
leum Corporation (CNPC) invested $7 
billion in the Turkmen oil and gas in-
dustry. In Turkmenistan, CNPC partici-
pates in the development of the Bagty-
yarlyk and Galkynysh gas deposits. 

• Russia’s Federal Service for Veterinary 
and Phytosanitary Supervision intro-
duced temporary restrictions on the 
transit of U.S.-produced poultry 
through Russia to Kazakhstan. The Rus-
sian side claims that part of poultry im-
ported by Kazakhstan is of unknown 
origin and could be illegally shipped to 
Russia and other EEU countries. 

• The European Bank for Reconstruction 
and Development (EBRD) and the 
Green Climate Fund will provide $88 
million to Tajikistan to complete the re-
habilitation of the 60-year old Qairo-
qqum hydropower plant, which pro-
vides electricity to 500,000 people. The 
rehabilitation is expected to increase the 
plant’s installed capacity from 126 MW 
to 174 MW. 

• USAID announced the launch of a new 
program to support agricultural busi-
ness development in the Georgian city 
of Kutaisi. The five-year program is ex-
pected to create 3,000 new jobs, in-
crease sales by $60 million, and lever-
age over $7 million of investments. 

• According to Turkmen media, the 
Saudi-German Global Pipe Company 
started to supply steel pipes for the con-
struction of the 205-km Turkmen sec-
tion of the Turkmenistan-Afghanistan-
Pakistan-India gas pipeline. Pipes are 
transported from the Saudi port of 
Dammam through the Caspian Sea to 
the Turkmenbashi seaport. 

• President of Kyrgyzstan Sooronbai 
Jeenbekov signed an edict establishing 
the Council on Relations with Compat-
riots Abroad. The decision was made 
due to an increasing number of Kyrgyz 
citizens working abroad, who are inter-
ested in investing in their home country. 
It is estimated that some 250,000 people 
have left Kyrgyzstan for work in Russia 
since the beginning of 2018. 

• The World Bank jointly with the EU 
Delegation in Uzbekistan and the U.S. 
and Swiss embassies organized a work-
shop to discuss challenges and innova-
tive solutions in facilitating entrepre-
neurship among rural Uzbek women. In 
a related development, the EBRD allo-
cated a $1 million loan to support the 
development of female entrepreneur-
ship in Tajikistan under its Women in 
Business program. 

• According to the International Labor 
Organization, in 2018, 93% of cotton 
pickers in Uzbekistan participated in 
cotton harvesting voluntarily. At the 
same time, 169 officials were dis-
missed, demoted or fined for violations 
related to forced labor. According to the 
Uzbek Ministry of Employment, it was 
planned to attract more than 2.6 million 
people to pick cotton and allocate 2.5 
trillion sums ($301 million) to pay for 
their labor. 

• According to the Culture and Sports 
Ministry of Kazakhstan, the relevant 
tourism agencies of the Caspian states 
work on the project to launch Caspian 
Sea cruises. Meanwhile, Russian trade 
representative in Turkmenistan Alexan-
der Elizarov stated that the ports of Ma-
khachkala in Russia and Turkmenbashi 
in Turkmenistan will be connected 
through a ferry service in 2019. 

• According to the Ministry of Innovation 
Development of Uzbekistan, an Uzbek-
Chinese science and technology park 
will be opened in Tashkent. The park is 
designed to create the innovation cluster 
by integrating science, education and 
production. 

• Prime Minister of Georgia Mamuka 
Bakhtadze announced that the Cartu 
Foundation, established by leader of the 
ruling Georgian Dream party Bidzina 
Ivanishvili, would pay debts of more 
than 600,000 Georgian citizens. The to-
tal amount of debts to be written off is 
about 1.5 billion lari ($560 million). 

• In January-September 2018, 1.165 mil-
lion Tajik nationals visited Uzbekistan, 
and 1.253 million Uzbek citizens visited 
Tajikistan. The increase in mutual visits 
follows the introduction of the visa-free 
regime between the two countries. In 
general, the number of foreigners enter-
ing Uzbekistan during this period in-
creased by 2.3 times compared to 2017. 
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