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Major Central Asian gas areas

Shah-Deniz

Karachaganak

Kashagan

Tengiz

Petronas block

Dovletobad, 
Malai, Shatlyk

Lukoil Overseas 
projects

Karshi 
fields

S.Yalotan,
Yashpar, Osman
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Central Asia gas export potential
State 2009 

export, 
BCM

Max export 
potential, 
BCM

Turkm
enistan

50 ? 110-115 S.Yalotan up to 75 BCM; 
15-20 BCM offshore

Uzbeki
stan

15 40-45 Up to 15 BCM Lukoil 
Overseas & to 10-15 Karshi

Kazak
hstan

11 32 Mostly due to Kashagan, 
Tengiz & Karachaganak

Azerba
ijan

8 15-20 Mostly due to production 
increase at Shah-Deniz
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Alternative pipelines from Turkmenistan
Pipelines:

Acting via Russia 
(CAC 1-4) to Europe

Pre-Caspian to Russia 
(CAC-3) to be expanded

To be constructed 
(East-West Turkmen
Interconnector)

Being constructed to 
China (via Uzbekistan 
and Kazakhstan)

Discussed to Europe 
(Trans-Caspian and via 
Iran)

Discussed to India-
Pakistan via Afghanistan

N1

N2

N4

N5 To Iran
N3
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Turkmenistan: 5 export options
N Pipeline Capacity
1 To China Up to 30 

BCM/y
Start operation 2010; 100% 
financing by China

2 Via Russia 
Westward

42.5+30
BCM/y

Current volume + pre-Caspian 
(expansion CAC-3)

3 By-passing 
Russia to EU

Up to 31 
BCM/y

Nabucco; connection either via 
trans-Caspian or via Iran; 

4 To Iran Up to 14 
BCM/y

Currently 8

5 To India-
Pakistan via 
Afghanistan

Up to 20 
BCM/y

Highly speculative due to high 
transit risks & political 
instability
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Changing Central Asian gas 
pricing & export priorities

• Central Asian gas exporters long-term interest:
– to receive max market-based gas export price at their external 

borders => to exclude transit costs & risks
• Prior to 2009: 

– CA gas export pricing = ‘cost-plus-plus’ at CA external border = 
much lower than netted-back ‘EU replacement value ‘=> large 
Hotelling rent

– EU companies interested to utilize Hotelling rent by direct 
purchases of CA gas at CA external borders & further reselling it 
at EU market => EU fight for bringing CA gas to EU market by:

• transit through Russia (fight for access to Gazprom pipelines at 
domestic Russian tariffs => long debate within Energy Charter), 

• building alternative pipelines by-passing Russia => Hotelling rent will 
prove huge CAPEX needed => NABUCCO, etc.

• Since January 1, 2009: 
– CA gas export pricing = ‘EU replacement value’ netted-back to 

CA external border =>
– No further economic (price) stimuli for EU companies to fight for 

direct purchases of CA gas =>
– EU came down in export priorities of CA gas exporters
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Replacement 
cost in EU

Net-back to 
Russia-Ukraine 

border
235

100

85

Cost-plus

~ 250

~ 10 = Russia (W.Siberia)Ukraine

USD/mcm

(appr.
figures)

220

TWO MARKET-BASED OPTIONS OF GAS EXPORT PRICE 
CALCULATION: WHO WILL RECEIVE HOTELLING RENT?

(Russia-Ukraine-Central Asia 2006 example)
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< 10 = Central Asia (Turkmenistan)

Value chain 



Central Asian Gas at Competitive Eurasian markets

For Turkmenistan:
Routes 1 & 3 = access to fastest growing 
and biggest Eurasian gas market (2010)
Route 2 = proven by historical practice least risky (on-border 
sales) access to mature EU market with highest prices (2009) 
Route 4 = no more price stimuli compared to Route 2 (2009)
Route 5 = most risky & unpredictable 

N1
N2

N4

N3 N5
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South Stream and Nabucco

Nabucco:
- Procedure re access to capacity in place, but
- Still no shipping contracts and/or proved reserves committed to 
deliveries via Nabucco, plus
- Competition with other pipelines for gas of Shah-Deniz-II, plus
- No go for Trans-Caspian (delimitation) and via Iran (US embargo + 
conflict of interests) pipelines
- EU structures ready to finance at minimum pre-investment stages, but
- No dedication from private investors to invest until supplies are 
contracted and LTGECs are signed

Nabucco

South 
Stream
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