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Key Points:

• With its growing urban settlement and large population, Pakistan faces a crisis in the supply of domestic energy 
needs. Despite the emphasis of Pakistan's National Security Policy (NSP) on geoeconomics, the country's economic 
activity cannot give optimum results until the energy needs are fully met.

• As the world actors vie for access to energy, energy diplomacy with foreign investors becomes increasingly 
significant. The 13th government in Iran has made energy diplomacy a high priority. 

• Since OPEC's founding in the early 1960s, Iran has been a significant producer, now ranked second with 4.1 million 
barrels per day (mbd) of output or 12–13 per cent of all OPEC production.

• According to the Oil & Gas Journal, Iran's estimated proved natural gas reserves were 1,200 trillion cubic feet (Tcf) 
as of December 2020, second only to Russia.

• Given the ample capacity of Iran, Pakistan must work together with its western neighbour to make Iranian energy 
diplomacy and geoeconomics converge positively with Pakistan.
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INTRODUCTION

The human race has experienced a fast pace 
of development in almost every domain, 
and the energy sector has played a crucial 
role in making the world a global village. 

Despite all these developments, it is a fact that not 
all countries are blessed with natural resources like 
oil and gas. Some are not even efficient in producing 
energy from alternate or renewable resources because 
of their economic and expert cost. In this situation, 
strengthening international collaboration in the energy 
sector depends heavily on foreign policy. Diplomacy 
has become a necessary component of energy policy 

and one of the foreign policy instruments that can 
help a nation manage the geopolitical repercussions 
of an energy issue. Along with having a stable 
government, diplomacy is a vital part of attracting 
more foreign investors. Thus, energy diplomacy 
refers to international relations supporting corporate 
opportunities in the energy industry while ensuring 
the nation’s energy security.1

With its growing urban settlement and large population, 
Pakistan faces a crisis in the supply of domestic energy 
needs. Despite the emphasis of the National Security 
Policy (NSP) of Pakistan on geoeconomics, the economic 
activity cannot give optimum output until the energy 
needs of Pakistan are fully met. This paper discusses the 
Iranian energy diplomacy with regional countries and 
the subsequent avenues for Pakistan. Pakistan and Iran 
share geographic proximity that provides them leverage 
1  Muhammad Rizki Kresnawan and Tabita Natasha Wijaya,“Energy 
Diplomacy: A Vital Piece to Boost Renewable Energy Investment,” 
ASEAN Centre for Energy, July 30, 2021, https://aseanenergy.org/energy-
diplomacy-a-vital-piece-to-boost-renewable-energy-investment/.
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to initiate energy cooperation.

PAKISTAN’S ENERGY CRISIS

Over the last few decades, Pakistan has faced an energy 
crisis that has adversely impacted economic progress. For 
instance, the electricity from regasified liquified natural 
gas (LNG) decreased by 2 per cent to 2,517 gigawatt-
hours (GWh) in April 2022, hydroelectric generation 
declined by 7 per cent to 2,404 GWh, coal-fired electricity 
decreased by 10 per cent to 2,189 GWh, nuclear energy 
nearly doubled to 2,251 GWh, and fuel oil-based 
electricity increased to 1,564 GWh from 1,48 GWh year 
over year. Throughout May and June, things worsened, 
largely because power plants slowed operations owing 
to the lack of natural gas and hydropower fell, load 
shedding reached 10–12 hours in cities and 14–16 hours 
in rural regions. Currently, Pakistan is experiencing 
severe load shedding as the power supply falls short of 
meeting the demand by 25 per cent since the current 
power demand of about 28 GW exceeds the country’s 
generation of 21 GW. To mitigate the crisis, government 
depends on the procurement of fuel oil. The use of fuel 
oil increased by 6 per cent year over year to 460,000 mt 
in May and 35 per cent year over year to 20.62 million 
mertic tons (mt) in the first 11 months of the fiscal year 
2021–22 (July–June).2

IRAN’S ENERGY DIPLOMACY

The 13th government in Iran has made energy 
diplomacy a high priority. As the world actors vie 
for access to energy, energy diplomacy with foreign 
investors becomes increasingly significant. Energy 
diplomacy leads to conversations about methods to 
improve bilateral relations and promote cooperation 
in trade, investment, tourism, and food security.3 From 
South American nations to neighbouring governments, 
significant steps have been taken in this area, and Iran 
aims to play a strategic role in energy advancements.4

For Iran, the gas market is one approach to getting 
involved in such diplomacy. Iran has used swaps in the 
gas market and has thus far been successfully reviving 
the Turkmen gas swap contract from Iranian territory to 
Azerbaijan. To open relations between the two states and 
repair the strained ones brought on by Turkmenistan’s 
gas cut in the winter of 2016, the Iranian Minister of 

2  Haris Zamir and Eric Yep, “Pakistan Blackouts Widen as Energy Crisis 
Deepens, Fuel Prices Soar,” June 15, 2022, https://www.spglobal.com/
commodityinsights/en/market-insights/latest-news/coal/061522-pakistan-
blackouts-widen-as-energy-crisis-deepens-fuel-prices-soar.
3  Muhammad Rizki Kresnawan and Tabita Natasha Wijaya,“Energy 
Diplomacy: A Vital Piece to Boost Renewable Energy Investment,” 
ASEAN Centre for Energy, July 30, 2021, https://aseanenergy.org/energy-
diplomacy-a-vital-piece-to-boost-renewable-energy-investment/.
4  Ibid.

Petroleum Javad Owji was resolved to do so.5 

Geographical Location

Iran has a unique geographic advantage due to its 
strategic placement between the two energy-rich basins 
of the Persian Gulf and the Caspian Sea. Iran is fully 
aware of this advantage and advances the country’s 
standing and role in the region and the wider world. 
The state continues to have enormous potential for 
transportation today, primarily as a regional hub for 
oil and gas exchange and transit, having functioned for 
millennia as a key transit route connecting the East to 
the West and vice versa.6 The country seems promising 
as a producer-exporter of oil and gas as well as a transit 
country due to the rapidly growing major markets and 
consumers to the East in nations like China, India, and 
Pakistan as well as to the West in places like Turkey and 
Europe. Due to its geographical location, Iran is where an 
East-West axis of consumption and a North-South axis 
of oil and gas production cross. Even if several pipelines 
in the area have been switched to other, less efficient 
routes for purely political reasons, this unique position 
offers the most cost-effective transit route. A political 
environment in the region based on the elimination 
of tension, mutual trust, sincere engagement, and 
collective participation on the part of all littoral states 
appears to be necessary to meet the rising demand in 
the gas deficit countries in the Persian Gulf, such as 
Saudi Arabia, Kuwait, the United Arab Emirates (UAE), 
and Oman and in South Asia like Pakistan.7

Oil History

In their strategic views of Iran as well as in their attitude 
and actions toward the nation, major powers have 
recognised oil as a key defining factor. This is how the 
price of oil, and more recently gas, has affected Iran’s 
foreign policy. Oil has played a significant role in Iran’s 
international relations ever since the country began 
exploring oil in 1908. When then-Prime Minister Dr 
Mohammad Mossadegh chose to nationalise the oil 
industry in 1951, this influence peaked. Even though he 
was able to significantly alter the oil equation at the time 
and have a substantial impact on other oil-producing 
nations, the Anglo-American coup that ousted the 
elected government and installed the Shah on the throne 

5  3080, “Iran Terms Energy Diplomacy Top Priority,” IRNA English (IRNA 
English, June 4, 2022), https://en.irna.ir/news/84777785/Iran-terms-
energy-diplomacy-top-priority.
6  S.M.Hossein Adeli , “The Contribution of Energy Diplomacy to 
International Security; with Special Emphasis on Iran,” Iranian Review of 
Foreign Affairs (2010): 82, https://ciaotest.cc.columbia.edu/journals/irfa/
v1i2/f_0021944_18127.pdf.
7  Ibid.
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in August 1953 ended the whole project.8 

Nevertheless, today, Iran is ideally prepared to 
conduct dynamic, multifaceted energy diplomacy as 
a major energy-producing nation with a medium-
sized population and enormous economic potential 
in numerous industries. Such diplomacy can cater to 
the nation’s main international and security problems 
in addition to advancing the goals of the energy and 
economic sectors.9

Oil Production

Since the Organisation of the Petroleum Exporting 
Countries (OPEC) founding in the early 1960s, Iran has 
been a significant producer, now ranked second (after 
Saudi Arabia) with 4.1 million barrels per day (mbd) of 
output, or 12–13 per cent of all OPEC production. Various 
OPEC countries strive to boost their production and 
export capacities in light of the anticipated rise in global 
oil demand and the forecasted OPEC production of 42 
mbd by 2030.10 Holding the third-largest oil reserves in 
the world, Iran has 25 per cent of the Middle East’s and 
12 per cent of the world’s oil reserves. It is the world’s 
ninth-largest crude oil producer and OPEC’s fifth-largest 
producer as of 2020.11 From 1995 to 2020, oil exports 
were valued at an average of 47 billion dollars, with a 
record high of 119 billion dollars in 2011 and a record low 
in 1998.12 Over the past two years, the oil industry has 
contributed 20 billion dollars to the nation’s net income. 
China, Syria (previously India), and the UAE are some of 
the major oil trading partners.13

Iran was the tenth-largest oil-exporting country as of 
February 2022. In May 2022, 630,000 barrels per day 
(bpd) on average flowed to China, 111,000 bpd to Syria, 
fewer than 40,000 bpd to the UAE, and the remaining 
amounts ended up in unidentified places.14

Oil Trade with India

Prior to the sanctions imposed by former US president 
Donald Trump, Iran was India’s second-largest oil 
8  Ibid, 72.
9  Ibid, 76.
10  Ibid.
11  USEIA, “Country Analysis Executive Summary: Iran,” EIA, July 16, 2021, 
https://www.eia.gov/international/content/analysis/countries_long/Iran/
pdf/iran_exe.pdf. 
12  “Iran Oil Exports - 2022 Data - 2023 Forecast - 1995-2021 Historical 
- Chart - News,” Trading Economics, accessed July 4, 2022, https://
tradingeconomics.com/iran/oil-exports.
13  Chen Aizhu and Alex Lawler, “China Buys More Iranian Oil Now than It 
Did before Sanctions, Data Shows,” Reuters, March 2, 2022, https://www.
reuters.com/world/china/china-buys-more-iranian-oil-now-than-it-did-
before-sanctions-data-shows-2022-03-01/.
14  “How A Revised Nuclear Deal Would Affect Iran’s Non-Oil Exports,” 
Iran International, accessed July 4, 2022, https://www.iranintl.com/
en/202205141986.

supplier. India and Iran were dealing via a trading 
system akin to barter.15 India purchased roughly 
479,500 bpd of Iranian oil in 2018/19, up from about 
458,000 bpd the previous year, just a few months before 
yielding to US pressure. Due to US exemptions for six 
months, India’s oil imports from Iran reached roughly 
405,000 bpd in March 2019, up about 56 per cent from 
February. However, March volumes fell by roughly 6 per 
cent compared to the same month in 2018.16 Recently, 
discussions between the two states were held to explore 
the prospect of restarting their oil trade.17

Oil Trade with China

Prior to the new sanctions, China bought 623,000 bpd 
of Iranian goods in 2017.18 Iran’s exports to China were 
anticipated at 700,000 to 900,000 bpd in March 2022.19 
Imports surpassed 700,000 bpd in January 2022.20 
There was an estimated 650,000 bpd oil export to China 
in April 2022.21

Natural Gas Production

According to Oil & Gas Journal, Iran’s estimated 
proven natural gas reserves were 1,200 trillion cubic 
feet (Tcf) by December 2020, second only to Russia. 
Iran is home to about half of OPEC’s reserves and 16 
per cent of the world’s proven natural gas reserves. 
After the US and Russia, Iran produced the third-
largest amount of dry natural gas in the world in 2019. 
Between 2009 and 2019, the production of dry natural 
gas nearly doubled, reaching 8.4 Tcf. Despite obstacles 
caused by sanctions and a lack of foreign investment, 
since 2014, Iran has brought online multiple phases 
of the offshore South Pars natural gas production and 
persists in developing natural gas reserves. Natural gas 
fields have predominantly been developed by domestic 
enterprises since 2018. However, the country’s natural 
gas production growth will remain constrained due to 

15  “Iran Ready to Meet India’s Energy Needs, Tehran Envoy Tells New 
Delhi,” Reuters, March 18, 2022, https://www.reuters.com/world/
india/iran-ready-meet-indias-energy-needs-tehran-envoy-tells-new-
delhi-2022-03-18/.
16  Nidhi Verma, “India’s 2018/19 Iran Oil Imports up 5 Percent Year on 
Year despite U.S. Sanctions: Sources,” Reuters, April 12, 2019, https://www.
reuters.com/article/us-india-iran-oil-idUSKCN1RO1F4.
17  Rajeev Agarwal, “India-Iran Ties Are Ripe for a Reset,” The Diplomat, 
June 11, 2022, https://thediplomat.com/2022/06/india-iran-ties-are-ripe-
for-a-reset/.
18  “More Russian Oil Going East Squeezes Iranian Crude Sales to China,” 
Al Jazeera, May 19, 2022, https://www.aljazeera.com/news/2022/5/19/
more-russian-oil-going-east-squeezes-iranian-crude-sales-to-china.
19  Chen Aizhu and Bozorgmehr Sharafedin, “China’s Iranian Oil Imports 
Ease on Poor Margins, Lure of Russian Oil,” Reuters, May 9, 2022, sec. 
Energy, https://www.reuters.com/business/energy/chinas-iranian-oil-
imports-ease-poor-margins-lure-russian-oil-2022-05-09/.
20  “More Russian Oil Going East Squeezes Iranian Crude Sales to China,” 
Al Jazeera, May 19, 2022, https://www.aljazeera.com/news/2022/5/19/
more-russian-oil-going-east-squeezes-iranian-crude-sales-to-china.
21  Ibid.
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condensate storage capacity limitations, particularly 
from sources that generate condensate liquids, while 
sanctions on Iran’s oil exports are in place.22

Natural Gas Trade

Iran imports natural gas from Azerbaijan and exports 
it via pipeline to Turkey, Armenia, Azerbaijan, and Iraq. 
Iran bought 7 billion cubic feet (Bcf) of natural gas 
through pipelines in 2020 while exporting roughly 590 
Bcf. After 2015, Iran’s natural gas imports significantly 
reduced. However, exports drastically surged as a result 
of the country’s increased production of natural gas 
from multiple new South Pars projects and increased 
shipments to Iraq. 2019 saw the end of Iran’s natural gas 
imports from Turkmenistan as increased production and 
expanded pipeline coverage allowed the northeastern 
region to receive a domestic supply.23

Iran exported its natural gas to Turkey and Iraq in 
2020, with a share of 64 per cent and 33 per cent, 
respectively. Since their trade agreement went into 
effect in the middle of 2017, natural gas shipments to 
Iraq have significantly expanded. For its power industry, 
Iraq has been relying more and more on natural gas 
and electricity exports from Iran. Due to an explosion 
on the Iran-Turkey natural gas pipeline that temporarily 
halted flows in 2020, Iran’s exports to Turkey decreased. 
Iran trades with Armenia and Azerbaijan on the basis of 
long-term agreements and in relatively small volumes. 24

RECOMMENDATIONS & PROSPECTS FOR 
PAKISTAN

• Iran is one of the largest producers of oil and natural 
gas in the world; it was the 5th largest oil producer 
in 2020 and the 3rd largest gas producer in 2019.25 
As such, if Pakistan were to undertake the import 
of oil and gas from Iran, it would greatly benefit the 
former, as it could fulfil most if not all of Pakistan’s 
energy needs.

• The proximity of Pakistan and Iran would cut down 
on delivery times and the cost of transportation, at 
the same time boosting bilateral trade between the 
two countries. 

• If Iran offers some kind of discount like Russia is 
currently doing, this would not only help out cash-
strapped Pakistan but would lead to meaningful oil 

22  USEIA, “Country Analysis Executive Summary: Iran,” EIA, July 16, 2021, 
https://www.eia.gov/international/content/analysis/countries_long/Iran/
pdf/iran_exe.pdf. 
23  Ibid.   
24  Ibid. 
25  Ibid.

export for Iran. For Iran, export to Pakistan can be 
significant with Tehran’s traditional buyers giving in 
to US pressure (India)26 or procuring oil from Russia 
(China)27 due to its discounts since the imposition of 
sanctions due to the war in Ukraine.

• Iran has been supplying electricity to parts of 
Balochistan (Gwadar, Kech & Panjgur) since 1999. 
Recently, a deal has been signed to provide Gwadar 
alone with 100 megawatts. This can be further 
increased to include more parts of Balochistan as 
Iranian electricity is cheaper28 than that produced 
locally.29

• If constructed, the Iran-Pakistan gas pipeline will 
ease Pakistan’s energy constraints and reduce the 
need to import LNG from Qatar and other countries.

CONCLUSION

For Pakistan, the framework of NSP published in 
January 2022 works as a guideline to strengthen the 
economy. Despite the emphasis of Pakistan’s NSP on 
geoeconomics, the country’s energy needs must be fully 
met for the economy to give optimal results. Given the 
ample capacity of Iran, Pakistan must work together 
with its western neighbour to make Iranian energy 
diplomacy and geoeconomics converge positively with 
Pakistan.

26  “Iran Ready to Meet India’s Energy Needs, Tehran Envoy Tells New 
Delhi,” Reuters, March 18, 2022, https://www.reuters.com/world/
india/iran-ready-meet-indias-energy-needs-tehran-envoy-tells-new-
delhi-2022-03-18/.
27  “More Russian Oil Going East Squeezes Iranian Crude Sales to China,” 
Al Jazeera, May 19, 2022, https://www.aljazeera.com/news/2022/5/19/
more-russian-oil-going-east-squeezes-iranian-crude-sales-to-china.
28  Ahmad Ahmadani, “Pakistan, Iran Sign Agreement for Supply of 
Additional 100MW to Gwadar,” Profit by Pakistan Today, June 21, 2022, 
https://profit.pakistantoday.com.pk/2022/06/21/pakistan-iran-sign-
agreement-for-supply-of-additional-100mw-to-gwadar/.
29  Zaigham Naqvi, “NEPRA Hikes Power Tariff by Rs7.91 per Unit,” The 
Express Tribune, June 2, 2022, http://tribune.com.pk/story/2359690/
nepra-hikes-power-tariff-by-rs791-per-unit.


