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CHAPTER 7

CONCLUSION & RECOMMENDATIONS

The preceding chapters have concluded that there are clear geostrategic

implications of the Shale Oil & Shale Gas insofar as India is concerned.

The first chapter has laid out the basic structure of the dissertation

including a review of literature, extant research gap, the research methodology &

data sources etc.

The second chapter, ‘Shale Qil & Gas’ includes the terminology associated

with Shale Qil & Shale Gas, technical processes related to extraction and details

of hydraulic fracturing. Global estimates of Shale reserves have been included
.These estimates indicate substantial Shale Qil & Shale Gas reserves, available
worldwide. Shale Qil may add up to 10 % of all oil reserves, worldwide, while
Shale Gas additions are even more notable, at over 30%. The Shale Qil & Gas
production levels in the US have been included and thereafter. It can clearly be
summed up that technological breakthroughs and hydraulic fracturing has
enabled extraction of a new ‘unconventional’ source of cil & gas, Shale Oil &

Shale Gas. Production over the last decade has continued to grow, especially in

the US. |

A brief case study, of one of the Shale Qil & Gas fields in North Dakota, in
the US the ‘Bakken’ has been built up. Bakken is one of the largest oil & gas
fields in the continental US, producing ever increasing amounts of Shale Qil &
Shale Gas in recent times. The EIA monthly report of February 2015 has reported

that Bakken has since produced 1.31 million barrels of cil per day & 1,541 million
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cubic feet of gas per day. The Bakken is a symbol of a Shale Oil & Gas success

story.

The third chapter ‘An Economic & Political History of Oil' is a piece of
historical research. It fraces the discovery of oil in Titusville, Pennsylvania, in the
US. The development of the oil industry, the motor car & the aircraft and the shift
of oil, to replace coal, just prior to the First World War, have been chronologically

brought out, to underscore the process of how oil turned into a strategic

commadity and thereafter, its political and economic history. The chapter also
chronicles how oil has been used as a weapon, as a tool for economic
development, and how it has been used by governments for geopolitical and
geostrategic leverage. America's quest for energy security, then energy efficiency
and now, for energy independence, all has been chronicled here. The chapter
rounds off by quoting the US President, Barack Obama as saying that America is

number one globally, in both oil & gas production, as of January 2015.

The fourth chapter, ‘Shale Oil & Gas - A Game Changer or Otherwise',
looks at answers to the two relatled research questions “Will Shale Qil & Gas
impact the global dynamics of ‘conventional’ oil & gas? Under what conditions
can it become a game changer?” These research questions are answered, based
upon geopolitical factors, economic factors, legislative factors and technical

factors.

Shale Oil & Gas can actually become game changers. The geopolitical
conditions, due to America’s desire for energy independence & its quest for

energy efficiencies are supportive. The economic conditions for Shale oil & gas

extraction are favourable, but for the present dip in global oil prices, which are
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expected to go back to about 70-75 US § / barrel. Should the global crude prices
remain above the 70 US $ /barrel mark, economically there is no looking back. '
Legislative Frameworks exist | some countries, and some are in the process of
'evalving them. Technically, technology is mature for extraction and availabilities
have been assessed. However, concerns related to water scarcity do preclude
Shale Qil/Gas extraction from some regions around the world. Similarly, some
environmental concerns remain & need to be addresses. Whether Shale Qil &
Gas actually do become game changers will depend, finally, on a juxtaposition of
each of these factors, but research indicates that it is likely to become a game

changer, especially Shale Gas.

The fifth chapter, '‘Shale Qil & Gas: Impact on the Indian Economy'
answers the research guestion "How is Shale Oil & Gas likely to impact India's
economy? Will it result in a reduced import bill etc?” India’s economic and
strategic dependence on imports of oil & gas and the impact that currency
exchange rates can have on the Indian economy have been studied. In addition,
the effects of ¢hanges in global oil & gas prices have also been related to the
Indian economy. India's present & future energy mix has been researched and
analysed to study the impact of shale oil & gas. India presently does not have any
operational Shale Qil/Gas fields. However, the strategic context has been
researched & analysed. A shale oil/Gas boom is likely to lead to a moderation in

global prices.

The crux of the findings in this chapter is that should the Shale ‘revolution’

truly happen, and not turn out to be a short-lived phenomenon; the impact on

India is assessed to be substantially beneficial. Low oil prices, of the kind being
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witnessed now, i.e. in the range of 50-60 US $/ barrel, due to Shale Qil & Gas led
oversupply, coupled with a marginal lower global growth rate, have so positively
impacted the macroeconomic situation for India. India must enjoy this phase of
low oil & gas prices, and use this opportunity to invest in developing the economy
& the country, till this phase of low prices continues. To derive optimal benefits
from unconventional cil & gas, and in order to reduce external dependence of
energy, India needs to push domestic oil & gas exploration & production efforts, in
all its prospective Shale basins, and supplement its conventional cil & gas

production.

The sixth chapter, titled ‘Geostrategic Implications for India & Choices for
Energy Security' answers the last research question, * What strategic choices can
India make, to further its energy security & national interests?" In researching the }
answers to this question, the first region to be looked at through the geostrategic
prism is the Middle East. Due to substantial Shale Oil & Gas production in the US,
its dependence on the Middle East for its import of cil & gas has reduced. Thus
energy security calculus of the US has been recalculated, reducing its erstwhile
importance of the Middle East. As the US becomes energy independent, the
relative importance of the Asfa-F’écjﬁc Region is on the increase. The ‘Pivot to

Asia' is seen as a step in this direction.

Shale oil & gas have driven down global prices. Resultantly, the Middle

East nations will have adverse fiscal balance in their annual budgets. Since they

have over time become used to comfortable fiscal balances due to strong oil &

gas prices, these countries will hurt most. And this is likely to increase instability.

Additionally, fiscally constrained states are also known to become weak over time
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and may not be able to ensure being the sole authority for use of force
Afghanistan, Syria, Yemen & now lran are cases in point. Non-state actors

emerge, as is now becoming evident. ISIL is a case in point.

In such a context. with the US likely to vacate the regional security role in

the Middle East, a strategic vacuum may emerge in the near future. While Russia
& China are contenders, it is for India to fill this vacuum, in its own interest. This
will require increases in its strategic military capabilities. The geosirategic

implications & opportunity are increasingly evident.

The traditional energy flows are changing. More cil & gas will flow
eastwards from the Middle East & Arabian Gulf to India, South Asia & China. This

implies security of the sea lanes in the Arabian Sea & the Indian Ocean. The

Indo-US strategic shifts are promising portends in the correct directions.

Additionally, to ensure energy security, India must get onto the Oil & Gas
technology bandwagon, develop better relations with the Arab countries in the
Middle East and get into strategic oil & gas agreements & cross investments,
worldwide. Equity based investments in Shale fields worldwide is a contemporary
practice & India too must invest in future sources of oil & gas. India must unlock
its unconventional gas potential. India must enlarge the scope of its Shale Gas
policy to include private and public sector players alike. Since Shale Oil

production in the US is expected to rise to levels beyond current US imports,

Middle East and Africa will seek stable, large markets in the East. This shift will

give India a unique opportunity to create an 'India-Middle East Energy Corridor’.




