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Now is not the right time to
raise fuel prices

URRENTLY,
‘ the world is
going through

a major energy crisis.
In the last couple
of months, natural
gas, coal, crude oil,
and electricity prices
increased manyfold,
jeopardising the
post-Covid economic
recovery across the
continents. While the
developing countries are hit hard, even the
developed countries are facing unprecedented
situations as well.

Insufficient coal supply has created such
a power generation shortage that two-thirds
of Chinese provinces experienced rolling
blackouts. Similar power curtails took place
in many Indian states. Electricity prices in
Germany and Spain, where coal and gas still
produce substantial amounts of electricity,
soared to a record high. China forced all its
energy-intensive industries (steel, aluminium,
and cement) to cut down production, which
in turn triggered supply chain worries all over
the world. Natural gas prices in Europe and
Asia increased 10 times from the same time
last year. The coal price is almost five times
higher now compared to November 2020.
Crude oil price is heading towards the highest
in several years. Many countries are helping
the affected consumers.

This unusual situation was not caused
by any single event. This was not due to the
worldwide energy transition trends towards
renewable and sustainable energy. Several
factors created the current situation. In the
early stage of Covid last year, the energy
demand went down so drastically that oil,
gas, and coal prices bottomed to historically
low prices. At one point, the WIT (Western
Texas Intermediate) crude oil price went to
a negative value. As a result, new investment
in fossil energy completely dried up, which
was already on the decline since 2015. At the
same time, many active fossil fuel production
operations were closed down. With the
introduction of vaccines in early 2021, the
world economy started turning around.
With the improved Covid situation, the
world economic recovery got into full gear,
posting the highest post-recession recovery
rate in the last 80 years, driving the energy
demand to exceed that of pre-Covid times.
The traditional energy sector could not ramp
up production at the same pace. As a result,

a major supply deficiency has hit the market.
At the same time, an early, colder winter
is also creating more demand for energy,
which could not be supplied by renewable
or any other source. Wind in Europe is
producing much less power than average.
New environmental regulations in China
and India also hampered local production.
Fire, maintenance, hurricanes, feed gas issues,
shutdown of US shale oil production, and
tight control by OPEC Plus countries have
created less than expected energy supply
scenarios on all fronts. The max out of LPG
production will keep all the energy prices at
an elevated level for an extended period.
Bangladesh is increasingly getting
dependent on imported energy. Dwindling
local gas supply that went down to 2,250
million cubic feet per day (mmcfd) from a
peak of 2,750 mmcfd within one year has
forced increased LNG imports. Out of a total
of 7.2 million tonnes of yearly regasified
liquefied natural gas (RLNG) capacity,
Bangladesh imports four million tonnes
RLNG through long-term contracts indexed
with Brent oil price. The rest of the capacity
was kept for spot purchase that has soared to
more than USD 34 per mcf from only USD
3.5 per mcf a year back in the Asian spot
market. The country brings in its entire crude
and petroleum products via import, which
may top 6.5 million tonnes a year. We also

The fuel price increase
to save just Tk

1,500 crore in the
next six months is
ill-timed, and will
have a devastating
effect on the

economy, increasing
the hardships of

the majority. The
government should
reconsider this decision
for the country’s sake.

£
= ﬁ [P &
=l

s

K;/.r

'@

The sudden increase in fuel prices has cut the ground from under people’s feet.

import roughly five million tonnes of coal.
All these imports put the energy sector at high
risk of supply and price variation.

The increasing dependence on imported
oil and gas for power generation has
amplified the production cost of electricity.
System inefficiency, pilferage and overcapacity
have added to that cost. As a result, the
government paid Tk 11,300 crore in subsidies
to the power sector alone last year. Due to
a severe domestic gas supply shortage, the
government did not have any other choice
but to import LNG from the spot market
at almost 10 times more value than last
year’s low. The current average gas selling
price by Bangladesh Oil, Gas and Mineral
Corporation (Petrobangla) since 2019 is Tk
9.8 per cubic metre. While the average cost
of gas was about Tk 12.2 per cubic metre
before the current crisis, it has shot up to Tk
23 now, needing a subsidy of about Tk 14
per cubic metre. The government has been
paying subsidies to the power sector for a
long time, especially after increasing oil-based
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generation capacity to 35 percent. The gas
subsidy is a recent phenomenon that started
with the import of LNG in 2018. How and
why we arrived at this state requires a detailed
analysis that is beyond the current scope of
discussion.

Typically, oil prices lead to energy crises
and generally have much more impact on
the economy. The current oil price of USD 84
per barrel (bbl) is high, but not considered
threatening yet. Rather, “it is the tail that is
being wagged” by other fuels. The oil price
has remained rather stable for a very long
time—since the advent of shale oil in the US
and the beginning of the energy transition
towards renewable energy that took off in
2014-15. Bangladesh set its current oil price
in 2014, when the oil price was hovering
around USD 90/bbl. When the price crashed
to as low as USD 27/bbl in February 2016
and remained low, the government reduced
the diesel price by a token Tk 3 per litre—
from Tk 68 to Tk 65. The average oil price
between 2015 and 2020 has been about USD

56/bbl. Despite thousands of crores of taka
given to Bangladesh Petroleum Corporation
(BPC) in subsidies in the past, the sheltered
corporation has never been upfront in its
accountability and transparency, and it has
been making money in the last seven years
to the tune of over Tk 40,000 crore. The BPC
declared that it had lost Tk 1,100 crore in the
last five months.

Bangladesh, like many other countries,
is on a sharp path of post-Covid economic
recovery. If the oil price remains at the current
level, the maximum subsidy in the next six
months would be Tk 1,500 crore. Bangladesh
is heavily dependent on its internal economy.
We saw its benefit during the high Covid
period, when we did relatively well against
the worldwide steep economic downtrend.
Even before the current diesel price increase,
the food price-driven inflationary movement
was creating economic hardship for the
average citizens. Covid has bankrupted
many small and medium businesses, created
double-digit job losses, and wiped out the
personal savings of average citizens. People
were just getting back on their feet; the
sudden increase in diesel price has cut the
ground from under their feet. The internal
economy will suffer a big blow as the
disproportionate price increase in passenger
and goods transport will increase all sorts of
food prices in the kitchen market, which is
already evident.

If the fuel cost of a Tk 100 ticket is even
Tk 50, a 23 percent increase of fuel price will
increase the overall ticket price to Tk 111.5,
an 11.5 percent increase—provided all other
costs (bank loan, salary, maintenance, etc)
remain the same. The bus and launch owners
have “successfully” negotiated 28 percent to
43 percent hikes. This shows the helplessness
of the government and the suffering public.

This is a well-known routine. The fuel
price increase to save just Tk 1,500 crore in
the next six months is ill-timed, and will
have a devastating effect on the economy,
increasing the hardships of the majority. The
government should reconsider this decision
for the country’s sake. The state-controlled
oil price must be regulated by the Bangladesh
Energy Regulatory Commission (BERC),
where consumer representation will be
ensured—which is absent now. This will also
ensure transparency and expose all hidden
costs, profit, inefficiencies, etc.

Dr M Tamim is professor at the Department of Petroleum
and Mineral Resources Engineering in Bangladesh Universi-
ty of Engineering and Technology (Buet).

Can Modi's India keep its promise of
net zero emissions?

HAT Prime
Minister Narendra
Modi has a

penchant for springing
off surprise when

it comes to India’s
engagement with the
world has once again
been proven at the
ongoing UN Climate
Change Conference
(COP26) in Glasgow,
Scotland.

Be it his invitation to all Saarc leaders to
his swearing-in ceremony as prime minister
for the first time in May 2014, or turning
his Bharatiya Janata Party’s stated position
on its head on the issue of signing the land
boundary agreement with Bangladesh in 2015,
or making a previously unannounced stop-over
in Lahore on his return from Kabul to meet
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nine years. The three other parts of the Modi
plan are promising that half of India’s energy
needs are met by renewable sources by 2030,
building an installed capacity of 500 gigawatt
of renewable energy, and reduction in the
Indian GDP’s carbon intensity by at least 45
percent. In committing to all three, Modi has
gone beyond what India had promised at the
climate conference in Paris in 2015.

The five-point action plan by Modi has
ensured that India is no longer an outlier
when it comes to enhancing international
efforts to restrict the global temperature rise
to 1.5 degrees Celsius. The US, the European
Union (EU), and many other countries,
particularly small island countries which
are most vulnerable to the effects of climate
change, have been pressing India to come out
with a net zero commitment over the years.
According to official estimates, India represents
17 percent of the global population and its
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India’s Prime Minister Narendra Modi gestures as he addresses the UN Climate Change

Conference (COP26) in Glasgow, Scotland, on November 1, 2021.

the then Pakistan Prime Minister Nawaz Sharif
in December 2015—Modi has broken new
grounds in India’s foreign policy initiatives
and, in the process, has challenged himself.
He did an encore in Glasgow where he laid
out India’s five-point action plan to tackle the
threat of climate change.

The two most surprising and bold
components of that plan are, of course, India
pledging to achieve net zero target in emission
of greenhouse gases (GHGs) according to the
capability to absorb the emission by the year
2070, and the commitment to cut one billion
tonnes of projected emission in the next

historical cumulative emissions of GHGs are
only four percent, while its current annual
emissions are only about five percent. India
has also succeeded in achieving a 24 percent
reduction in emission intensity of its Gross
Domestic Product (GDP) between 2005 and
2014.

By announcing the initiatives in Glasgow,
Modi has stepped up and bitten the bullet,
strengthening India’s image as a serious player
on the issue of climate change. That was
needed, because India is not only a major
economy, but also the fourth largest GHG
emitter. What made Modi'’s action plan in
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Glasgow stand out is the failure of developed
countries to bring to the table fresh concrete
near-term and long-term plans to address the
issue.

The question now is: Post-COP26, how does
India go about responding to the challenges
thrown up by Modi’s plan of action? A lot
more light is expected to be shed when India
follows up with a fresh Nationally-Determined
Contributions (NDC) to fight climate change.
This will set the direction of India’s transition
to a low-carbon economy, whose GHG is set
to peak by the year 2040. The most important
challenge is to ensure progressive decoupling of
India’s economic growth from greenhouse gas
emissions without undermining development.

Environment experts are unanimous in
holding that considerable success of India’s
march towards net zero emission and other
short-term commitments to fight climate
change hinges on a number of factors.
Foremost among them are availability of
green technologies and funds for future
energy generation, an issue flagged by Modi in
Glasgow, and power sector reforms including
a big shift away from coal-fired plants and
an unprecedented growth in renewable and
nuclear power generation. Building green
energy capacity remains a great challenge for
India, which has to look forward to climate
finance and technology transfer for the
expansion in scale and scope of its mitigation
and adaptation activities.

The electricity sector in India, so heavily
dependent on coal, and the manufacturing
sector are the two biggest contributors to the
country’s GHG emissions. According to one
estimate in 2016, electricity generation is the
top contributor to emissions. Any attempt to
reform the power sector to connect all power
plants and grids across the country to ensure
uninterrupted supply and to stop the wastage
of an estimated five percent of electricity due to
inefficient distribution networks is politically
sensitive, because it would do away with
free or subsidised power. All this will call for
huge investments, which most distribution
companies are in no position to make.

Secondly, the issue of free or subsidised
power is a highly contentious political issue
linked to electoral calculations. Will the
political parties agree on doing away with
freebies to lure voters, or remain engaged in
the competitive populism of offering doles?
India has long been roiled by the debate
between economic empowerment of the people
through reforms with a human face (though it
entails hardships) and the politics of doles that
never addresses the real issue of poverty and
development.

Environment experts are waiting for much
more clarity on the Indian prime minister’s
promise made in Glasgow about achieving
50 percent of its energy requirement through
renewable sources by 2030. It needs to be
remembered that electricity is just one part of

the much larger energy basket, and all
previous commitments made by India
were formulated keeping in mind the
electricity sector specifically, and not
energy in general. The experts expect
the issue to be clarified when India
submits its next NDC to the UN climate
secretariat.

Another key area of concern is India’s
forest cover which acts as a GHG absorber.
Modi’s speech in Glasgow did not talk
about forest cover, and India did not
sign on the COP16 declaration on the
subject because the country is struggling
to achieve the desired forest cover.

India’s forest cover has been increasing,
but the pace of growth is so far not in
keeping with what is required to reach
the target. Official figures point out that
India’s 15 percent of total carbon dioxide

emission in 2016 was removed from the
atmosphere by the land use change and
forestry activities strategy. Between 2015
and 2019, India’s forest and tree cover
increased by 13,031 sq-km and mangrove
cover increased by 235 sq-km.

India’s journey towards net zero carbon
economy also must take into account the
major revenue implications for the central
as well as the state governments of a near-
total shift away from fossil fuel sectors,
which fill a considerable section of their
coffers. All in all, India’s journey is set
to present several challenges, including
the issue of striking a balance between
the energy needs of faster economic
development and a concern for climate
change.

Pallab Bhattacharya is a special correspondent for The
Daily Star. He writes from New Delhi, India.
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Memo No. CEDP/BGCDP/2020-21/G-20/131

the procurement of following package:

e-Tender Notice 02/2021-2022

e-Tender is invited in the National e-GP System Portal (http://www.eprocure.gov.bd) for

Date: 10.11.2021

Sl. Tender Name of supply Last date and | Tender closing
No. ID No. time of tender date & time
security
submission

1. 626523 | Procurement of Air conditioner | 01 December, | 01 December,
& Power Generator for ICT 2021 2021
Lab of Bhola Govt. College, 01.00pm 02.00pm
Bhola.

To submit e-Tender, registration
(http://www.eprocure.gov.bd) is required.

November, 2021.

This is an online tender, where only e-Tender will be accepted in the National e-GP
Portal and no offline/hard copy will be accepted.

The fees for downloading the e-Tender documents from the National e-GP System
Portal have to be deposited online through any registered banks' branches up to 30

Further information and guidelines are available in the National e-GP System Portal
and from e-GP help desk (helpdesk@eprocure.gov.bd).

in the National e-GP  Portal
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Professor Md. Golam Zakaria
Principal
Bhola Govt. College, Bhola
Phone: 0491-61822
E-mail: bholagovtcollege@yahoo.com




