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SHALE GAS
Shale gas is the same fuel as that produced from conventional onshore 
HUK�VMMZOVYL�NHZ�ÄLSKZ��I\[�PZ�MV\UK�PU�KPMMLYLU[�NLVSVNPJHS�MVYTH[PVUZ��
;OLZL� MVYTH[PVUZ� YLX\PYL� UL^� [LJOUPX\LZ� VM� L_[YHJ[PVU�� ^OPJO� IYPUN�
LU]PYVUTLU[HS� WYVISLTZ�UV[� MV\UK�^P[O� JVU]LU[PVUHS� NHZ��:OHSL� NHZ�
reserves are usually found in different geographical locations from 
JVU]LU[PVUHS�NHZ�YLZLY]LZ��^OPJO�TLHUZ�[OH[�JLY[HPU�JV\U[YPLZ�^P[OV\[�
JVU]LU[PVUHS�NHZ�TH`�IL�HISL�[V�WYVK\JL�ZOHSL�NHZ�
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FOREWORD
The very rapid development of shale gas production in the United States during the past few years, 
made possible by technological advances, has raised the possibility that shale gas deposits in 
other countries exist and may be commercially viable. This has far reaching implications for energy 
markets across the world including Africa. The objective of this study is to assess the impact of the 
shale gas revolution on Africa.

(�U\TILY�VM�(MYPJHU�JV\U[YPLZ�OH]L�HSYLHK`�ILLU�PKLU[PÄLK�HZ�WVZZLZZPUN�WVZZPISL�]PHISL�ZOHSL�NHZ�
deposits. The additional supplies of gas from such sources have the potential to lower international 
gas prices and to increase the consumption of natural gas, partly at the expense of coal, thus 
slowing down the growth of greenhouse gas emissions from power generation while conferring 
Z\IZ[HU[PHS� LJVUVTPJ� ILULÄ[Z� [V� [OL� JV\U[YPLZ� WYVK\JPUN� [OL� NHZ��/V^L]LY�� [OL� WYVK\J[PVU� VM�
NHZ� MYVT� ZOHSL� KLWVZP[Z� PZ� HJJVTWHUPLK� I`� H� U\TILY� VM� KPMÄJ\S[PLZ�� WHY[PJ\SHYS`� ^P[O� YLZWLJ[�
[V� [OL�HTV\U[�VM�^H[LY� [OH[� PZ� YLX\PYLK� PU� [OL�\ZL�VM� [OL� [LJOUVSVN`� [OH[�OHZ�ILLU�KL]LSVWLK��
Good environmental planning and management of shale gas production can reduce these costs 
associated with its production.

This study reviews the factors that led to the rapid development of shale gas in the United States, 
[OL�UH[\YL�VM�ZOHSL�NHZ�HUK�[OL�[LJOUVSVN`�YLX\PYLK�MVY�P[Z�JVTTLYJPHS�L_[YHJ[PVU��HUK�[OL�PZZ\LZ�
associated with its production. It places these in an African context by reviewing estimates that 
have been made for shale gas deposits in certain African countries, some of which are very 
substantial, and highlighting the challenges that would need to be overcome if such deposits were 
[V�IL�JVUÄYTLK�HUK�KL]LSVWLK��0[�HSZV�YL]PL^Z�[OL�WV[LU[PHS�LMMLJ[Z�VU�V[OLY�M\LSZ��HZ�^LSS�HZ�VU�
greenhouse gas emissions, of the global development of shale gas.

The African Development Bank stands ready to support those of its member countries that 
OH]L�ZOHSL�NHZ�WYVZWLJ[Z�^P[O�H�YHUNL�VM�HJ[PVUZ��;OL�Z[\K`�JVUJS\KLZ�[OH[!��H�� PM�JVUÄYTLK�I`�
exploration, several countries in Africa appear to have reserves of shale gas that could provide a 
THQVY�ZV\YJL�VM�LULYN`�MVY�[OLPY�LJVUVTPLZ"��I��[OL�KL]LSVWTLU[�HUK�WYVK\J[PVU�VM�ZOHSL�NHZ�JHU�
WYLZLU[�Z\IZ[HU[PHS�LU]PYVUTLU[HS�KPMÄJ\S[PLZ�[OH[�ULLK�JHYLM\S�TVUP[VYPUN�HUK�TP[PNH[PVU"�HUK��J��P[�
PZ�VM�THQVY�PTWVY[HUJL�MVY�NV]LYUTLU[Z�HUK�[OL�W\ISPJ�[V�YLÅLJ[�VU�[OL�TVZ[�HK]HU[HNLV\Z�^H`�[V�
proceed, before embarking on a full development of the shale gas resource.
 

Donald Kaberuka
President
African Development Bank Group
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EXECUTIVE SUMMARY
THE SHALE GAS REVOLUTION

Within the past decade there has been a huge increase in natural gas production, much of this 
within the United States. Most of this increase is from shale gas, which only within that period has 
been able to be developed economically. The potential impacts of future development are large in 
global terms, and the advent of shale gas production has been termed a “game changer” both for 
countries that produce such gas and those that use it. Ernst and Young (2012), in a survey of gas 
in Africa, emphasized the magnitude of such effects.

Box 1: Global gas supplies and shale gas

To better understand the “shale gas revolution” and its relevance to African countries, this report 
ÄYZ[�KLZJYPILZ�HJ[\HS�L_WLYPLUJL�̂ P[O�ZOHSL�NHZ�WYVK\J[PVU�PU�[OL�<UP[LK�:[H[LZ��HUK�[OLU�YL]PL^Z�H�
U\TILY�VM�X\LZ[PVUZ�JVUJLYUPUN�ZOHSL�NHZ�HUK�P[Z�WYVK\J[PVU�[OH[�HYL�YLSL]HU[�[V�(MYPJHU�JV\U[YPLZ��
;OL�YLWVY[�ÄUPZOLZ�I`�Z\NNLZ[PUN�OV^�[OL�(MYPJHU�+L]LSVWTLU[�)HUR�TPNO[�^VYR�[VNL[OLY�^P[O�P[Z�
JSPLU[�JV\U[YPLZ�[V�HZZLZZ�[OL�WV[LU[PHS�JVZ[Z�HUK�ILULÄ[Z�VM�KL]LSVWPUN�ZOHSL�NHZ�^OLYL�WYLZLU[��

Relatively new, “unconventional” supplies of natural gas — including shale gas, tight gas 
and coalbed methane (also known as coal seam gas) — could transform the world’s 
energy markets. While global gas reserves have been growing steadily for decades, 
over the past decade the so-called unconventional gas “bonanza” has roughly doubled 
the resource base that can be economically recovered. A decade ago, the world 
^HZ� LZ[PTH[LK� [V� OH]L� VUS`� ��� [V� ��� `LHYZ»�^VY[O� VM� NHZ� YLTHPUPUN"�^P[O� [OL� UL^�
unconventional supply, the estimated resource life has risen to more than 200 years. 
Currently, the unconventional boom has been centered in the United States, but parts 
of Europe, China, Argentina, Brazil, Mexico, Canada, and several African countries are 
[OV\NO[�[V�OVSK�̀ L[�\URUV^U�O\NL�X\HU[P[PLZ�VM�\UJVU]LU[PVUHS�UH[\YHS�NHZ��6M�[OL�̂ VYSK»Z�
estimated remaining technically recoverable natural gas resources, unconventional gas 
accounts for about 44% of the total, and shale gas, in turn, accounts for an estimated 
63% of the world’s technically recoverable unconventional gas.

Source: Ernst and Young 2012.
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Shale gas in the United States

Prior to 1998 there was no commercial shale gas production in the world, but by 2012 production 
in the United States of almost 8 trillion cubic feet of shale gas amounted to one-third of that 
country’s total gas production, and more than 7% of global gas production. The technological 
breakthroughs that have made this possible are readily exportable, and now other countries are 
considering whether to develop their shale gas reserves. The potential for the medium term is 
for a very substantial increase in global gas production over what would have occurred had the 
technological breakthrough not taken place.

In the United States the increased supplies of gas have cut spot gas prices by more than half, 
which has changed the relative attraction of different fuels. Coal for power generation, which had 
relied on its low fuel costs to offset its high capital costs, can no longer compete with gas, for which 
[OL�JHWP[HS�JVZ[Z�HYL�SV^LY�HUK�[OL�M\LS�JVZ[�OHZ�KLJSPULK�ZV�KYHTH[PJHSS �̀�6SKLY�HUK�SLZZ�LMÄJPLU[�
IHZLSVHK�JVHS�ÄYLK�Z[H[PVUZ�OH]L�ILLU�ZO\[�KV^U��HUK�JVTIPULK�J`JSL�NHZ�ÄYLK�WV^LY�Z[H[PVUZ�
provide baseload generation in their place. Because the emissions of carbon dioxide from the 
combustion of gas are much lower than that from coal when delivering the same electrical output, 
the advent of shale gas has been welcomed as making a contribution to slowing US greenhouse 
gas emissions.

The production of shale gas1

The physical difference between shale gas and conventional gas is the location of the resource 
in rock formations. “Conventional gas reservoirs are created when natural gas migrates from an 
organic-rich source formation into permeable reservoir rock, where it is trapped by an overlying 
layer of impermeable rock. In contrast, shale gas resources form within the organic-rich shale 
rock. The low permeability of the shale greatly inhibits the gas from migrating to more permeable 
reservoir rocks”.2 This low permeability and shale’s tendency to run in horizontal layers mean 
[OH[�JVU]LU[PVUHS�KYPSSPUN�[LJOUPX\LZ�^P[O�H�]LY[PJHS�^LSS�HYL�\UHISL�[V�YLJV]LY�JVTTLYJPHSS`�]PHISL�
HTV\U[Z�VM�ZOHSL�NHZ��;V�V]LYJVTL�[OPZ�KPMÄJ\S[ �̀�HU�HWWYVHJO�\ZPUN�O`KYH\SPJ�MYHJ[\YPUN��¸MYHJRPUN¹��
and horizontal drilling has been developed.

/`KYH\SPJ�MYHJ[\YPUN�W\TWZ�H�Å\PK�H[�OPNO�WYLZZ\YL�PU[V�[OL�^LSS�[V�JYLH[L�MYHJ[\YLZ�PU�[OL�YVJR��;V�
OVSK�[OLZL�VWLU��VUJL�[OL�WYLZZ\YL�PZ�YLSLHZLK��ZTHSS�WHY[PJSLZ��\Z\HSS`�ZHUK��HYL�HKKLK�[V�[OL�Å\PK�
HZ�¸WYVWWHU[Z¹��;OPZ�[OLU�HSSV^Z�[OL�NHZ�[V�LZJHWL�PU[V�[OL�^LSS��;OL�MYHJRPUN�Å\PK�PZ�WYLKVTPUHU[S`�
water and proppant, but a small fraction (up to 1%) consists of chemical additives that make the 
WYVJLZZ�TVYL�LMÄJPLU[��:VTL��I\[�UV[�HSS��VM�[OL�Å\PK�YL[\YUZ�HZ�[OL�NHZ�YPZLZ�[V�[OL�Z\YMHJL�[OYV\NO�
the vertical section of the well. Horizontal drilling, branching out from the vertical section of the well, 
makes possible a much larger contact area between the reservoir rock and the wellbore. 

1 A detailed account of shale gas production is given in International Energy Agency (2012).
2 Energy Information Administration (2012).
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Environmental issues associated with shale gas production

The production of shale gas by fracking involves a number of environmental risks, and these continue to 
be of concern to communities near proposed well sites and groups involved with environmental protection. 
-V\Y�RL`�PZZ\LZ�OH]L�ILLU�PKLU[PÄLK�[OH[�NV]LYUTLU[Z�ULLK�[V�[HRL�PU[V�HJJV\U[�PU�[OLPY�KLJPZPVU�THRPUN�
and regulations for the sector. 

The large use of water required for fracking

,HJO�̂ LSS�YLX\PYLZ�H�SHYNL�HTV\U[�VM�̂ H[LY��ZL]LYHS�[OV\ZHUKZ�VM�J\IPJ�TL[LYZ���̂ OPJO�OHZ�[V�IL�LP[OLY�
taken from local water sources or trucked in. Where there are local water shortages, this can present 
a major hurdle to the development of shale gas. Some water is recovered from the well and can, after 
[YLH[TLU[��IL�\ZLK�PU�Z\IZLX\LU[�MYHJRPUN��.V]LYUTLU[Z�JHU�YLX\PYL�H�JLY[HPU�KLNYLL�VM�YLJ`JSPUN�

Water contamination

;OL�JOLTPJHSZ�HKKLK�[V�[OL�MYHJ[\YPUN�Å\PK�TH`�LZJHWL�HUK�WVSS\[L�̂ H[LY�Z\WWSPLZ��;OPZ�JHU�OHWWLU�H[�
[OL�Z\YMHJL��^OLYL�IL[[LY�JVU[HPUTLU[�JHU�IL�THUKH[LK��VY�\UKLYNYV\UK�[OYV\NO�SLHRZ�PU[V�HX\PMLYZ��
^OLYL�OPNO�X\HSP[`�^LSS�JHZPUNZ�JHU�IL�YLX\PYLK�PU�VYKLY�[V�WYL]LU[�SLHRHNL��;OL�YPZR�PZ�ZTHSS�[OH[�Å\PK�
MYVT�[OL�MYHJ[\YPUN�P[ZLSM��KLLW�\UKLYNYV\UK��^PSS�SLHR�PU[V�ZOHSSV^�HX\PMLYZ�\ZLK�MVY�^H[LY�Z\WWS �̀�;OL�
depth of drilling can be regulated in order to ensure this separation.

Seismic events

;OLYL�OH]L�ILLU�H�]LY`�ML^�SV^�SL]LS�ZLPZTPJ�L]LU[Z�ULHY�HYLHZ�̂ OLYL�MYHJRPUN�PZ�\UKLY^H �̀�:\IZLX\LU[�
HUHS`ZPZ�HUK�PU]LZ[PNH[PVU�OH]L�UV[�JVUÄYTLK�H�JH\ZHS�SPUR�IL[^LLU�[OL�[^V��I\[�NV]LYUTLU[Z�JHU�
regulate fracking to ensure that it does not take place near geological fault lines.

=LU[PUN�HUK�ÅHYPUN�VM�NHZ
0M�[OL�NHZ�PZ�UV[�HSS�JVSSLJ[LK�K\YPUN�[OL�̂ LSS�JVTWSL[PVU�WOHZL��P[�̂ PSS�LP[OLY�IL�ÅHYLK�VY��PU�TVYL�L_[YLTL�
cases, vented. The global warming potential of vented gas is so high that allowing a substantial 
fraction of the produced gas to be vented would raise the total life-cycle emissions of the gas toward 
those of coal, thus weakening arguments that extra gas production can help to slow global warming. 
.V]LYUTLU[Z�JHU�HJ[�[V�YLK\JL�[OPZ�YPZR�I`�YLN\SH[PUN�[OL�]LU[PUN�HUK�ÅHYPUN�VM�NHZ�MYVT�[OL�^LSSZ�

Although there are problems associated with the environmental impact of the production of shale gas, 
particularly with respect to water demand in areas with supply constraints, there are a number of actions 
the government can take through contracts, regulation, and monitoring that can substantially reduce the 
environmental risks.

I. 

II. 

III. 

IV. 
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Shale gas in Africa

The US Energy Information Administration (EIA) produced a study in 2011 estimating global 
technically recoverable shale gas reserves.3 Technically recoverable reserves are those that can, 
with a high degree of certainty, be expected to be able to be extracted with current technology 
and under current economic conditions.4 To make such an estimate extensive geological data 
is needed, and it was available for 32 countries. The study ignored the Middle East and Russia, 
where it was assumed that the conventional gas reserves are so large that there is no immediate 
prospect of shale gas being produced. Most African countries were omitted from the study for lack 
VM�HKLX\H[L�W\ISPJ�KH[H��I\[�LZ[PTH[LZ�JV\SK�IL�THKL�MVY�ZP_�JV\U[YPLZ�HUK�[OL�[LYYP[VY`�VM�>LZ[LYU�
Sahara.

The EIA study estimated that the technically recoverable global shale gas reserves are almost 
50% of technically recoverable conventional gas reserves, indicating the very large impact that the 
technological breakthrough has had on potential global gas production. For Africa, the technically 
YLJV]LYHISL�ZOHSL�YLZLY]LZ��VM�[OL�JV\U[YPLZ�MVY�^OPJO�LZ[PTH[LZ�JV\SK�IL�THKL��HYL�HSTVZ[�LX\HS�
to the technically recoverable conventional gas reserves of the continent.

For the individual countries, it is possible to compare their technically recoverable shale gas reserves 
with proven reserves of conventional gas and current production levels of gas. Table 1 indicates 
the potential importance of shale gas for these countries. If the estimates of the reserves are 
JVUÄYTLK�I`�L_WSVYH[PVU�HUK�WYVK\J[PVU�KYPSSPUN��[OL`�JV\SK�THRL�]LY`�ZPNUPÄJHU[�JVU[YPI\[PVUZ�[V�
these economies.

Table 1: Technically recoverable shale gas reserves, proven conventional gas reserves, and 
current production of gas in trillions of cubic feet

Country  Technically recoverable
shale gas reserves1

 Proven conventional gas
reserves2

 Production of gas in
20102

Algeria 230 158 2.957
Libya 290 52 0.586
Tunisia 18 2.26 0.071
Morocco 11 0.035 0.004
Mauritania 0.4 0.989 0.000
Western Sahara 7 - -

South Africa 485 0.000 0.035

3 EIA (2011b)
4�;LJOUPJHSS`�YLJV]LYHISL�YLZLY]LZ�PUJS\KL�IV[O�WYV]LU�YLZLY]LZ��[OVZL�JVUÄYTLK�I`�L_WSVYH[PVU�HUK�KYPSSPUN��HUK
   unproven (undiscovered) reserves (those whose presence is inferred from broad geological data). See Gene Whitney,
   Carl E. Behrens, and Carol Glover (2010).

Sources: 1 = EIA(2011b). 2 = Oil and Gas Journal, cited by Ernst and Young (2012). 
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Algeria is a major producer and exporter of gas, but its rapidly increasing domestic consumption 
will put downward pressure on exports, and shale gas could play an important role in allowing 
exports to continue on a large scale without slowing domestic growth. The challenge for Algeria will 
IL�[V�KL[LYTPUL�̂ OL[OLY�[OLYL�PZ�Z\MÄJPLU[�̂ H[LY�Z\WWS`�H]HPSHISL�[V�WLYTP[�MYHJRPUN�̂ P[OV\[�KHTHNL�
to other sectors of the economy, such as agriculture. In addition, despite its long experience with 
developing a gas sector, Algeria does not yet have experience with the regulations and monitoring 
YLX\PYLK�[V�LUZ\YL�[OH[�MYHJRPUN�KVLZ�UV[�WVZL�HU�\UHJJLW[HISL�LU]PYVUTLU[HS�YPZR�

Libya has until now concentrated more on oil production, but is looking to place an increasing 
emphasis on gas production. This would enable it to supply domestic needs for electricity generation 
and industry as well as exports. Libya also has experience in managing a gas sector, but will face 
similar challenges to Algeria on the environmental front, especially with respect to the supply of 
water.

Tunisia and Morocco both have very small domestic reserves of conventional gas and limited 
WYVK\J[PVU�� 0M� [OLPY� ZOHSL� NHZ� YLZLY]LZ� HYL� JVUÄYTLK�� [OL`� ^V\SK� ZPNUPÄJHU[S`� JOHUNL� [OLZL�
countries’ energy pictures. Imports of gas or other fuels would decline, and the power sector would 
be able to diversify its fuel source. These countries have very limited experience with managing 
H�O`KYVJHYIVUZ�ZLJ[VY��HUK�[OVZL�KPMÄJ\S[PLZ�^V\SK�IL�HKKLK�[V� [OL�Z[Y\NNSLZ�VM�THUHNPUN�[OL�
LU]PYVUTLU[HS�YPZRZ��@L[�HNHPU��[OL�HKLX\HJ`�VM�^H[LY�Z\WWS`�HUK�TLHZ\YLZ�[OH[�TPNO[�IL�[HRLU�[V�
minimize its impact on the economy will be important. 

For Mauritania, the potential reserves are much less important relative to known reserves of 
conventional gas, and the pressure to develop shale gas is likely to be rather modest.

By contrast, the shale gas reserves estimated for South Africa�HYL�[OL�ÄM[O�SHYNLZ[�PU�[OL�̂ VYSK��-VY�
a country that has virtually no domestic gas production and relies almost entirely on coal for power 
NLULYH[PVU��Z\JO�H�ÄUK��PM�JVUÄYTLK��JV\SK�IL�H�NHTL�JOHUNLY��(S[OV\NO�[OL�YLZLY]LZ�HYL�ILSPL]LK�
to be spread over a very wide geographical area, much of it is desert, and water shortages would 
be a major constraint. For large-scale development, a comprehensive water plan and environmental 
safeguards would need to be developed before extensive fracking could be allowed.

Already, all of these countries have seen interest from international companies wishing to explore 
possible development sites. At the same time, civil society groups are expressing concern and 
even opposition to the production of shale gas. Some governments have placed a moratorium 
VU�L_WSVYH[PVU��^OPSL�V[OLYZ�HYL�WLYTP[[PUN�L_WSVYH[PVU��ZPUJL�P[�KVLZ�UV[�YLX\PYL�MYHJRPUN��I\[�UV[�
development. These decisions must be made in an informed way and be responsive to concerns 
about possible environmental damage.
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(�YVSL�MVY�[OL�(MYPJHU�+L]LSVWTLU[�)HUR

Shale gas discoveries on the African continent represent an important challenge for the AfDB. 
6U�[OL�VUL�OHUK��YLZLY]LZ�� PM�JVUÄYTLK��TH`�IL�Z\IZ[HU[PHS�LUV\NO�PU�ZVTL�JV\U[YPLZ�[V�IYPUN�
THQVY�LJVUVTPJ�ILULÄ[Z��6U�[OL�V[OLY�OHUK��[OL�LU]PYVUTLU[HS�YPZRZ�JV\SK�PU�ZVTL�JPYJ\TZ[HUJLZ�
prove so severe that it would be better for the government to ban the production of shale gas. The 
decision on whether to go ahead should be made on an informed basis rather than by giving way 
to excessive optimism or pessimism.

Governments and civil society groups are only just learning of the possible presence of shale gas 
reserves and the risks of production, and there may be confusion and uncertainty about the costs 
HUK�ILULÄ[Z��;OL�(M+)�JV\SK�HJ[�HZ�HU�̧ OVULZ[�IYVRLY¹�I`�̂ VYRPUN�[V�LUZ\YL�[OH[�NV]LYUTLU[Z�̂ P[O�
possible shale gas reserves are better informed, with access to the best information on possible 
environmental dangers, their possible remedies, and the legislation and regulations that would be 
needed to minimize the risks.

;OL�(M+)�JV\SK�WYVJLLK�^P[O�H�[^V�Z[LW�HWWYVHJO��;OL�ÄYZ[�Z[LW�^V\SK�IL�[V�VYNHUPaL�VUL�VY�
TVYL�YLNPVUHS�^VYRZOVWZ�MVY�[OL�JV\U[YPLZ�^OLYL�WVZZPISL�ZOHSL�NHZ�YLZLY]LZ�OH]L�ILLU�PKLU[PÄLK��
The workshops would bring together a group of experts on shale gas production and on the 
prevention and regulation of associated environmental damage. The experts would be selected 
in order to provide a balanced view, rather than one that leans pro- or anti-industry. Governments 
^V\SK�IL�PU]P[LK�[V�ZLUK�YLWYLZLU[H[P]LZ�HUK�HSZV�[V�Z\NNLZ[�PU�HK]HUJL�PZZ\LZ�[OH[�[OL`�̂ V\SK�ÄUK�
OLSWM\S�[V�OH]L�KPZJ\ZZLK��(�Z\IZ[HU[PHS�HTV\U[�VM�[OL�^VYRZOVWZ�JV\SK�IL�KL]V[LK�[V�X\LZ[PVU�
and-answer sessions in order to maximize the transfer of knowledge. The AfDB would also indicate 
its willingness to work with governments in determining whether they will go ahead with shale gas 
production and, if they decide to go ahead, how the Bank would be able to support them.

The second step would depend on governments’ reaction. Those that wished to go ahead 
^P[O�ZOHSL�NHZ�WYVK\J[PVU�TPNO[� YLX\PYL� [LJOUPJHS�HZZPZ[HUJL� MVY�Z[HMM� [YHPUPUN� PU� [OL�ZWLJPÄJZ�VM�
MYHJRPUN�HUK�HZZVJPH[LK�LU]PYVUTLU[HS�YLN\SH[PVUZ��)L`VUK�[OPZ��VMÄJPHSZ�TPNO[�YLX\PYL�HZZPZ[HUJL�
in drafting regulations and establishing monitoring procedures. For certain governments that have 
not previously produced conventional gas (or oil), there would be an additional set of new technical 
challenges related to the management of the sector. In all these cases, the AfDB could build 
on its recent experience with a number of hydrocarbon-producing countries and offer technical 
HZZPZ[HUJL�SVHUZ��0U�ZVTL�JHZLZ��[OLYL�TPNO[�L]LU�IL�H�YVSL�MVY�ÄUHUJPUN�PUMYHZ[Y\J[\YL�HZZVJPH[LK�
with gas development.

:VTL�JV\U[YPLZ�TH`�IL�PU�WVZZLZZPVU�VM�\UW\ISPZOLK�NLVSVNPJHS�KH[H"�^OLYL�[OPZ�PZ�VM�Z\MÄJPLU[�
X\HSP[ �̀�[OL�(M+)�JV\SK�VMMLY�[LJOUPJHS�HZZPZ[HUJL�[V�OPYL�ZWLJPHSPZ[�JVUZ\S[HU[Z�[V�THRL�HU�LZ[PTH[L�
VM�WVZZPISL�ZOHSL�NHZ�YLZLY]LZ��>OLYL�Z\JO�YLZLY]LZ�JHU�IL�PKLU[PÄLK��[OPZ�HJ[Z�HZ�HU�PUJLU[P]L�[V�
the private sector to undertake exploration and, possibly, development.
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INTRODUCTION
Shale gas, as a newly exploited energy source, has prompted a revolution in forecasting and 
WSHUUPUN� MVY�LULYN`�THYRL[Z��;OL�KPZJV]LY`�HUK�L_[YHJ[PVU�VM� SHYNL�X\HU[P[PLZ�VM�NHZ� MYVT�ZOHSL�
formations in the United States is already having an impact on both US and global energy markets, 
and the prospects of further exploitation in the United States and in many other countries is leading 
to a reevaluation of the role of natural gas in the global energy picture.5 At the same time, there has 
ILLU�L_[LUZP]L�KLIH[L�V]LY�[OL�LU]PYVUTLU[HS�JVZ[Z�HUK�ILULÄ[Z�VM�ZOHSL�NHZ��SLHKPUN�H�U\TILY�
of governments to place a moratorium on drilling in shale.6 Environmental impacts include the local 
JVZ[Z�HZZVJPH[LK�^P[O�[OL�KYPSSPUN�WYVJLZZ��[OL�NSVIHS�ILULÄ[�VM�[OL�WVZZPISL�Z\IZ[P[\[PVU�VM�NHZ�MVY�
coal in power stations, and the global cost of potential leakage or venting of gas during drilling.
 
African countries could be affected in a number of ways by this revolution. Some may turn out to 
have commercial deposits of shale gas, leading to an increased domestic supply of energy and 
L]LU�[V�L_WVY[Z��([�[OL�ZHTL�[PTL��L_PZ[PUN�NHZ�WYVK\JLYZ�[OH[�KV�UV[�ÄUK�ZOHSL�NHZ�YLZLY]LZ�^PSS�
face increasing international competition for the export of natural gas. 

This report is intended to help start a dialogue in the African context on the possible effects of 
[OL�ZOHSL�NHZ�YL]VS\[PVU��0[�ZLLRZ�[V�HUZ^LY�ZL]LU�X\LZ[PVUZ�WVZLK�I`�[OL�(MYPJHU�+L]LSVWTLU[�
Bank considering the possible effects on African countries of the development of shale gas on the 
JVU[PULU[�HUK�LSZL^OLYL��;OL�ZLJVUK�WHY[�VM�[OL�YLWVY[�KPZJ\ZZLZ�[OLZL�ZL]LU�X\LZ[PVUZ��;OL�ÄYZ[�
part discusses four key topics relating to shale gas in order to provide the background against 
^OPJO�[OL�HUZ^LYZ�[V�[OL�X\LZ[PVUZ�JHU�IL�\UKLYZ[VVK��;OLZL�[VWPJZ�HYL!

The shale gas revolution in the United States

The production of shale gas

Environmental issues associated with shale gas production and use

Enabling factors of the US shale gas revolution and their transferability to other potential shale-

gas-rich regions

PART I: REVIEW OF THE SHALE GAS INDUSTRY
The shale gas revolution in the United States
Although the United States has so far been the only producer of commercial shale gas, the growth 
of production has been so rapid and so large that the so-called shale gas revolution is of global 
importance. The US experience provides a number of important lessons for other countries thinking 
of embarking on a program of exploration and development of shale gas.

6 Detailed accounts of the production and uses of shale gas are available in IEA (2012) and Rao (2012).

5 See for example, Der Speigel (1 February 2013).

I. 
II. 

III. 
IV. 
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The exceptional growth of shale gas production and the comparison with conventional sources 
of gas in the United States
Since 2005, the development of commercial technologies to produce natural gas from shale 
deposits in the United States has changed the complexion of the natural gas industry. The size 
of the increased production and the speed at which it has occurred have been truly revolutionary. 
Particularly in the past two years, it has become apparent that forecasts and scenarios that do 
not take account of the presence and potential of shale gas will be seriously misleading. Shale 
NHZ�^HZ�ÄYZ[�JVTTLYJPHSS`�WYVK\JLK�PU��  ���)`�������WYVK\J[PVU�OHK�YLHJOLK������[YPSSPVU�J\IPJ�
MLL[��[JM��WLY�`LHY��VY����VM�HSS�<:�UH[\YHS�NHZ�WYVK\J[PVU"�I`������P[�^HZ���[JM�`LHY��HJJV\U[PUN�MVY�
VUL�X\HY[LY�VM�[V[HS�<:�NHZ��,Z[PTH[LZ��,0(�����H��MVY������HUK������PUKPJH[L�H�JVU[PU\H[PVU�VM�
[OH[�]LY`�YHWPK�NYV^[O�YH[L��^P[O������ZLLPUN�HSTVZ[���[JM�`LHY��VY�VUL�[OPYK�VM�[V[HS�NHZ�WYVK\J[PVU�
(Figure 1). For reference, the total US natural gas production in 2010 was 21 tcf, while total world 
production was 113 tcf (EIA 2011a).

Figure 1: US shale and other gas production 2000–2012 in tcf/year

Shale gas production and the changing trade balance for gas in the United States
This enormous increase in shale gas production more than offset the decline in production from 
other sources of gas, and saw US exports increase while imports decreased. Up to 2007 the net 
US import of gas had steadily risen to 3.8 tcf, but this then fell to 2.6 tcf in 2010 and is estimated to 
have been only 1.6 tcf in 2012. This has had a notable effect on the global gas market. Investment 
KLJPZPVUZ�THKL�LHYSPLY�PU�[OL�KLJHKL�[V�Z\WWS`�SPX\LÄLK�UH[\YHS�NHZ��35.��[V�[OL�HU[PJPWH[LK�NYV^PUN�
US import market turned out to be overly optimistic, and accordingly large supplies of LNG have 
been diverted to the global market, increasing competition among exporters. Imports of LNG to 
the US market peaked in 2007 at 771 bcf and then fell by more than half, to 349 bcf by 2011. 
Trinidad experienced the largest fall in export volumes to the US, but Nigeria and Egypt also saw 
large drops (EIA 2012).

Source: EIA 2012a

Shale
Other
Total
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Impact of increased shale gas production on spot US natural gas prices 
Within the United States, the unexpected increase in natural gas production led to major changes 
in the spot price of gas (Figure 2). Such changes were possible because of pipeline infrastructure 
that could be easily linked to the new supplies of shale gas, as well as third-party access rights that 
provided immediate market access and allowed the spot market to function, swiftly accommodating 
variations in supply. A sharp increase in spot prices had accompanied the decline in domestic gas 
production up to 2007. This increase in turn created greater incentives for the production of shale 
NHZ� [OH[� MVSSV^LK�� (Z� H� YLZ\S[� VM� [OL� Z\IZLX\LU[� YHWPK� NYV^[O� PU� V\[W\[�� WYPJLZ� [OLU� KYVWWLK�
sharply, reaching decade lows by 2012.7

Figure 2: US spot Henry Hub annual average natural gas prices per thousand cubic feet and 
number of natural gas rigs in operation in the United States

The relation between spot natural gas prices and exploration in the United States
The decline in spot gas prices had repercussions for the rate of exploration. Initially, the fall in 
conventional gas supply that led to the rise in gas prices was accompanied by a sharp increase in 
the number of gas-directed drilling rigs in operation—peaking in 2008 at double the number at the 
beginning of the decade. As the spot price dropped again, the number of active drilling rigs also 
declined, and by 2011 the number was only 60% of the 2008 peak (Figure 2). 

Source: EIA 2012b

US$/mcf Number

Rigs
Price

7�;OL�LZ[PTH[L�VM�[OL�/LUY`�/\I�ZWV[�WYPJL�MVY������PZ�������TJM�VY�������44)[\��\ZPUN�H�<:�IHZLK�JVU]LYZPVU�MHJ[VY�
   of 1 mcf = 1.023 MMBtu).
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+H[H�MYVT�[OL�ÄYZ[�UPUL�TVU[OZ�VM������PUKPJH[LZ�H�M\Y[OLY�Z\IZ[HU[PHS�MHSS�[V�H�SL]LS�ILSV^�[OH[�VM�
the year 2000. This relationship between prices and exploration will determine how rapidly the US 
production of shale gas continues to increase. One important feature of the US scene has been 
[OH[�[OL�NHZ�MYVT�JLY[HPU�ZOHSL�ZP[LZ�PZ�HSZV�JVTIPULK�^P[O�UH[\YHS�NHZ�SPX\PKZ��5.3Z���^OVZL�WYPJL�
PZ�[PLK�[V�[OH[�VM�VPS��;OLZL�¸^L[�NHZ¹�ZP[LZ�HYL�TVYL�WYVÄ[HISL�[OHU�[OL�LX\P]HSLU[�¸KY`�NHZ¹�ZP[LZ�
and have remained attractive even at the low gas prices seen at the end of the decade. The IEA 
�������Z\NNLZ[LK�[OH[�IYLHR�L]LU�WYPJLZ�MVY�<:�KY`�ZOHSL�NHZ�YHUNL�IL[^LLU����HUK����44)[\��
^OPSL�^L[�ZOHSL�NHZ�OHZ�H�SV^LY�IYLHR�L]LU�WYPJL��WLYOHWZ�HZ�SV^�HZ����44)[\�

0TWHJ[�VU�<:�LULYN`�THYRL[Z�PU�[OL�WHZ[�KLJHKL
The large increase in gas supply coupled with the very large fall in US spot gas prices has had a 
major impact on the choice of fuels for generation and heating. The impact has been seen most 
sharply in the role of coal in the energy mix. Over the past decade the share of coal in the number 
of net kilowatt hours generated fell from 52% to 42%, while the share of gas rose from 16% to 25% 
(Figure 3). Renewables, excluding hydro, increased their share from 1.4% to 4.2%, while the shares 
of both oil and nuclear fell slightly.

Figure 3: Percentage shares of gas and coal in net US generation (kWh)

9LSH[PVU�[V�NSVIHS�NHZ�THYRL[Z
A reduced global price for LNG cargoes has not yet materialized. While there is an immediate link 
from increased US shale gas production to global gas markets, the expected fall in global prices 
for LNG cargoes, the vehicle for gas trade, did not occur. As the bulk of such trade is sold under 
long-term oil-linked contracts, low US prices or increased global gas supply did not affect its price. 
0U�HKKP[PVU��[OL�-\R\ZOPTH�KPZHZ[LY�WYVTW[LK�1HWHU�[V�HSTVZ[�JVTWSL[LS`�ZO\[�KV^U�P[Z�U\JSLHY�
WV^LY�WSHU[Z��^OPJO�SLK�[V�H�YPZL�PU�[OL�KLTHUK�MVY�PTWVY[LK�NHZ��;OPZ�^HZ�YLÅLJ[LK�PU�YPZPUN�WYPJLZ�
PU�[OL�ÅLKNSPUN�ZWV[�THYRL[Z�MVY�35.�PU�(ZPHU�THYRL[Z�[OYV\NO�LHYS`�������(Z�NSVIHS�LJVUVTPJ�
NYV^[O�Z[H`Z�̂ LHR�HUK�1HWHU�PZ�HISL�[V�TV]L�[V�V[OLY�ZV\YJLZ�VM�NLULYH[PVU��PUJS\KPUN�JVHS�WSHU[Z���
prices are starting to decline.

Source: EIA 2012c
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The production of shale gas
;OL� [LJOUPX\LZ� VM� WYVK\J[PVU� VM� ZOHSL� NHZ� OH]L� H� U\TILY� VM� MLH[\YLZ� [OH[� HMMLJ[� H]HPSHIPSP[ �̀�
desirability, and environmental impact. Although commercial-scale production so far remains limited 
to the United States, there is a wide range of experience from that country.8

Where shale gas is found
The physical difference between shale and conventional gas is the location of the resource in rock 
formations. “Conventional gas reservoirs are created when natural gas migrates from an organic-
rich source formation into permeable reservoir rock, where it is trapped by an overlying layer of 
impermeable rock. In contrast, shale gas resources form within the organic-rich shale rock. The 
low permeability of the shale greatly inhibits the gas from migrating to more permeable reservoir 
YVJRZ�¹��,0(�����H��/LUJL��[OL�ÄYZ[�Z[LW�PU�L_WSVYH[PVU�PZ�[V�SVJH[L�ZOHSL�MVYTH[PVUZ��/V^L]LY��H�
U\TILY�VM�V[OLY�MHJ[VYZ�T\Z[�IL�X\HU[PÄLK�ILMVYL�L]LU�WYLSPTPUHY`�LZ[PTH[LZ�VM�[OL�NHZ�PU�WSHJL�
and recoverable resources can be made.9 These include the depth at which the shale is found, 
the thickness of the deposit, reservoir pressure, total organic content, thermal maturity, and clay 
content. Where there is such information, companies can then decide whether drilling is likely to 
be worthwhile. Shale gas deposits are not linked to the location of conventional associated or 
non-associated gas, so the presence of conventional gas reserves is not in itself an indicator of the 
SPRLSPOVVK�VM�ZOHSL�NHZ�YLZLY]LZ��6MMZOVYL�ZOHSL�NHZ�YLZLY]LZ�OH]L�HSZV�ILLU�PKLU[PÄLK��I\[�HZ�`L[�
the extremely high costs of recovery have prevented their exploitation.

;OL�SVJH[PVU�VM�ZOHSL�NHZ�YLZV\YJLZ�OHZ�H�U\TILY�VM�PTWVY[HU[�JVUZLX\LUJLZ�MVY�WYVK\J[PVU��-PYZ[��
the general location of shale formations, which are found in sedimentary basins, is often already 
known from broad geological study, so pure exploration to determine whether shale is present may 
be unnecessary. The uncertainty lies in the extent of the amount and recoverability of gas from 
the shale. Second, the low permeability of shale and its tendency to run in horizontal layers mean 
[OH[�JVU]LU[PVUHS�KYPSSPUN�[LJOUPX\LZ�HYL�\UHISL�[V�YLJV]LY�JVTTLYJPHSS`�]PHISL�HTV\U[Z�VM�ZOHSL�
NHZ�� ;̂ V� [LJOUPJHS�KL]LSVWTLU[Z·O`KYH\SPJ� MYHJ[\YPUN�HUK�OVYPaVU[HS�KYPSSPUN·^LYL� YLX\PYLK� [V�
V]LYJVTL�[OLZL�KPMÄJ\S[PLZ�

Hydraulic fracturing and horizontal drilling
/`KYH\SPJ�MYHJ[\YPUN��VY�¸MYHJRPUN�¹�W\TWZ�H�Å\PK�H[�OPNO�WYLZZ\YL�PU[V�[OL�^LSS�[V�JYLH[L�MYHJ[\YLZ�
PU�[OL�YVJR��6UJL�[OL�WYLZZ\YL�PZ�YLSLHZLK��ZTHSS�WHY[PJSLZ��\Z\HSS`�ZHUK��HYL�HKKLK�[V�[OL�Å\PK�HZ�
“proppants” to hold open the fractures. This allows the gas to escape into the well. The fracturing 
Å\PK� PZ�WYLKVTPUHU[S`�^H[LY�HUK�WYVWWHU[��I\[�H�ZTHSS� MYHJ[PVU� �\W� [V�����JVUZPZ[Z�VM�JOLTPJHS�
HKKP[P]LZ��;OLZL�OLSW�[V�RLLW�[OL�WYVWWHU[Z�Z\ZWLUKLK�PU�[OL�Å\PK�P[ZLSM��YLK\JL�MYPJ[PVU��JV\U[LY�
Y\Z[�PU�WPWLZ��HUK�RPSS�TPJYVVYNHUPZTZ��:VTL��I\[�UV[�HSS��VM�[OL�Å\PK�YL[\YUZ�HZ�[OL�NHZ�JVTLZ�[V�
the surface. 

9 The EIA (2011b) published a study by Advanced Resources International (ARI) that explains such steps in detail.

8 A number of countries besides the United States have issued licenses for shale gas exploration, but these have not yet resulted 
in commercial levels of production.
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I.  Conducting a preliminary review of the basin and selecting the shale gas formations to be assessed.
II. Determining the area of the shale gas formations within the basin and estimating their overall thickness, in addition
    to other parameters.
III. Determining the “prospective area” deemed likely to be suitable for development based on a number of criteria and 
     application of expert judgment.
IV. Estimating the gas in place as a combination of “free gas” (trapped in the pore spaces of the shale) and “adsorbed
    gas” (adhering to the surface of the shale).
=��,Z[HISPZOPUN�HUK�HWWS`PUN�H�JVTWVZP[L�¸Z\JJLZZ�MHJ[VY¹�THKL�\W�VM�[^V�WHY[Z��;OL�ÄYZ[�WHY[�^HZ�H�¸WSH`�Z\JJLZZ�
    probability factor,” which took into account the results from current shale gas activity as an indicator of how much is 
    known or unknown about the shale formation. The second part was a “prospective area success factor,” which 
    took into account a set of factors (e.g., geologic complexity, lack of access) that could limit portions of the prospective
    area from development.

Horizontal drilling was developed to make possible a much larger contact area between the reservoir 
rock and the wellbore. Often a series of fractures is created at intervals along the horizontal wellbore 
(multi-stage fracking). The total volume of water use for fracking for a single well may vary from a 
few thousand to 20,000 cubic meters, and the volume of proppant from 1,000 to 4,000 tonnes 
(IEA 2012). The need for a large number of wells to supply needed volumes of gas leads to high 
well density per unit area, and the use of drilling multiple wells from a single site, or pad, is used to 
reduce the amount of disruption caused by fracking.

>LSS�WYVK\J[PVU�WYVÄSL
Shale gas wells typically exhibit much shorter productive life than conventional gas wells, whose 
production might last up to 30 years. Shale gas production at a given well starts rapidly but then 
TH`�KLJSPUL�I`�IL[^LLU�����HUK�����PU�[OL�ÄYZ[�̀ LHY��0,(���� �"�TVZ[�YLJV]LYHISL�NHZ�PZ�L_[YHJ[LK�
PU� Q\Z[�H�ML^�`LHYZ��;OLZL�SHYNL�Z^PUNZ�PU�WYVK\J[PVU�HYL�TVYL�KPMÄJ\S[�[V�THUHNL�JVTTLYJPHSS`�
than in the case of conventional gas, since a supplier is more likely to experience deviations from 
expected sales levels.

Global estimates of shale gas in place and recoverable reserves
(�Z[\K`�I`�9VNULY���  ���^HZ�[OL�ÄYZ[�[V�WYV]PKL�H�NSVIHS�LZ[PTH[L�VM�ZOHSL�NHZ�YLZV\YJLZ��I\[�
predated any substantial commercial exploitation. The EIA study (2011b) carried out by Advanced 
Resources International (ARI) was able to draw on more than 10 years of production experience 
in the United States. ARI considered 48 shale basins in 32 other countries, containing nearly 70 
shale gas formations, using published data. The study excluded Russia and the Middle East on the 
grounds that their substantial conventional reserves, cheaper to develop, would make it unlikely 
that shale gas reserves would be tapped. For Southeast Asia and sub-Saharan Africa (with the 
L_JLW[PVU�VM�:V\[O�(MYPJH���[OL�SHJR�VM�HKLX\H[L�W\ISPZOLK�NLVSVNPJHS�KH[H�WYL]LU[LK�HU�L]HS\H[PVU��

(90»Z�TL[OVKVSVN`� ÄYZ[� LZ[PTH[LK� [OL� [V[HS� NHZ�PU�WSHJL� YLZV\YJL� MVY� H� WYVZWLJ[P]L� HYLH�^P[OPU�
the basin. The technically recoverable gas was estimated from the gas-in-place by using a shale 
gas recovery factor, which was based on a number of geological inputs and reservoir engineering 
formulae. The recovery factors were mainly between 20% and 30%. Because there has been so 
little actual exploration for shale gas outside the United States, global recoverable reserves remain 
SHYNLS`�\UWYV]LU��(Z�L_WSVYH[PVU�JVUÄYTZ�VY�MHPSZ�[V�JVUÄYT�[OLZL�LZ[PTH[LZ��[OL�IHSHUJL�IL[^LLU�
proven and unproven shale gas reserves will change.10

 

10�+L[LYTPUPUN�[OL�NHZ�PU�WSHJL�JVUZPZ[LK�VM�[OL�MVSSV^PUN�ZWLJPÄJ�Z[LWZ!
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Based on these calculations, the EIA estimated that the total shale gas-in-place for the countries 
included was 22,016 tcf (623 tcm), while technically recoverable reserves were estimated to be 
5,760 tcf (163 tcm).11 Including ARI’s estimate for the United States, shale gas-in-place was 25,300 
tcf (716 tcm), and recoverable reserves were 6,580 tcf (186 tcm). Excluding the same countries as 
in the ARI study, Rogner had estimated total shale gas-in-place as 13,897 tcf (393 tcm).

The IEA (2012) provided estimates for worldwide recoverable reserves of conventional and non-
conventional gas, based on the ARI data and including countries excluded by ARI, but making a 
number of important adjustments. In particular, estimates for India, Poland, China, and the United 
:[H[LZ�^LYL�YLK\JLK�PU�[OL�SPNO[�VM�Z\IZLX\LU[�NLVSVNPJHS�Z[\KPLZ��(Z�^LSS�HZ�ZOHSL�NHZ��[OL�0,(�
estimated reserves of coalbed methane (natural gas found in coal seams) and tight gas (gas found 
in low-permeability formations apart from shales). The IEA estimates for the end of 2011 are shown 
PU�;HISL��·ZOHSL�NHZ�YLJV]LYHISL�YLZLY]LZ�HYL�LX\HS�[V�HIV\[�OHSM�VM�[OL�YLTHPUPUN�YLJV]LYHISL�
JVU]LU[PVUHS�NHZ�YLZLY]LZ��;OLZL�ÄN\YLZ�THRL�JSLHY�OV^�SHYNL�[OL�ZOHSL�NHZ�YLZLY]LZ�HYL��HUK�
what a large part they can be expected to play in the future of world energy markets. These 
technically recoverable reserves are estimated considering present technical knowledge and costs 
of extraction. Were there to be large changes in either of these factors, the reserves picture would 
change accordingly.

Table 2: Remaining technically recoverable natural gas reserves by type and region (tcm)
Region Conventional gas Shale gas  Tight gas and

coalbed methane
Total

,�,\YVWL�,\YHZPH 131 12 30 173
Middle East 125 4 8 137
(ZPH�7HJPÄJ 35 57 36 128
OECD Americas 45 56 21 122
Africa 37 30 7 74
Latin America 23 33 15 71
OECD Europe 24 16 5 45
World 421 208 123 752

 

11 1 cubic foot = 0.0283 cubic meters.

Source: IEA 2012.
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In Africa, individual estimates of shale gas reserves could be made for Algeria, Libya, Tunisia, 
Morocco, Mauritania, and South Africa, as well as the territory of Western Sahara. Details are 
provided in the second part of this report.

Environmental issues associated with shale gas production and use
A number of environmental impacts are associated with producing and using shale gas. These 
include the need for large supplies of water for fracking, the risk of water contamination from 
MYHJRPUN� Å\PKZ� HUK�TH[LYPHSZ� IYV\NO[� [V� [OL� Z\YMHJL� I`� YL[\YUPUN� Å\PKZ�� [OL� ]LU[PUN� HUK� ÅHYPUN�
of the gas, and the possibility of inducing seismic shocks. In its brief commercial history, these 
factors have generated a large number of studies and considerable controversy. The governments 
of countries such as France, Britain, and South Africa, observing this debate as it has evolved 
in the United States, have placed moratoria on exploration and production drilling for shale gas, 
preferring to wait until more evidence has been collected both internationally and locally.12 Reviews 
of environmental impacts and associated regulations are contained in IEA (2012) and in the study 
by Petroleum Technology Alliance Canada and Science and Community Environmental Knowledge 
(2012).

3HYNL�Z\WWS`�VM�^H[LY�YLX\PYLK�MVY�MYHJRPUN
(Z�UV[LK�HIV]L��LHJO�^LSS�TH`�YLX\PYL�ZL]LYHS�[OV\ZHUK�J\IPJ�TL[LYZ�VM�MYHJRPUN�Å\PK��MVY�^OPJO�
[OL�^H[LY�TH`�IL�KYH^U�MYVT�SVJHS�Z\YMHJL�ZV\YJLZ�VY�IVYLOVSLZ�VY�[Y\JRLK�MYVT�M\Y[OLY�HÄLSK��
,]LU�[OV\NO�ZVTL�VM�[OL�^H[LY�\ZLK�JHU�IL�YLJ`JSLK�HZ�[OL�MYHJ[\YPUN�Å\PK�ÅV^Z�IHJR��[OLYL�PZ�
Z[PSS�H�SHYNL�UL[�^P[OKYH^HS�YLX\PYLK��0U�HYLHZ�^OLYL�^H[LY�YLZV\YJLZ�HYL�ZJHYJL��[OL�SVZZ�VM�]HS\L�
(for example, of agricultural production) from the diversion of water increases the total cost of 
[OL�MYHJRPUN�VWLYH[PVU�[V�[OL�LJVUVT �̀�HUK�TH`�IYPUN�KYPSSPUN�PU[V�JVUÅPJ[�^P[O�JVTT\UP[PLZ�[OH[�
depend on the same water supplies. The portion of the water used for fracking that returns to the 
Z\YMHJL�HZ�ÅV^�IHJR�JVU[HPUZ�JOLTPJHSZ�\ZLK�PU�[OL�MYHJRPUN�Å\PK��HZ�^LSS�HZ�TL[HSZ�HUK�TPULYHSZ�
SLHJOLK�MYVT�[OL�YLZLY]VPY�YVJR��;OPZ�^HZ[L^H[LY�YLX\PYLZ�ZLJ\YL�Z[VYHNL�HUK�[OLU�[YLH[TLU[��(�
WVY[PVU�TH`�IL�H]HPSHISL�MVY�YLJ`JSPUN�[V�IL�\ZLK�HNHPU�HZ�MYHJRPUN�Å\PK��VY�TH`�IL�YLPUQLJ[LK�PU[V�
deep rock layers, but it is likely that some of it will need industrial treatment to enable it to be safely 
reused for other purposes (irrigation, etc.).

Considerable interest is being shown in methods of fracking that do not use water, but rather other 
materials. Such alternatives have not yet been widely adopted, and there will need to be a good 
understanding of their environmental impacts.

12 ;OL�:V\[O�(MYPJHU�HUK�)YP[PZO�NV]LYUTLU[Z�Z\IZLX\LU[S`�SPM[LK�[OLPY�TVYH[VYPH�HM[LY�JVUZPKLYPUN�[OL�WVZZPISL�ILULÄ[Z�VM
    going HOLHK�^P[O�L_WSVYH[PVU�HUK�WYVK\J[PVU��-YHUJL�WHZZLK�P[Z�IHU�PU�1\S`�������HUK�[OL�WYLZLU[�NV]LYUTLU[�
����JVUÄYTLK�PU�:LW[LTILY������[OH[�[OL�IHU�^V\SK�JVU[PU\L�
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Potential water contamination
There has been considerable debate about the risk that water supplies (surface or subsurface) 
could be contaminated by fracking operations. This could occur through accidental spills or the 
KPZJOHYNL�VM�\U[YLH[LK�^HZ[L^H[LY��[OL�SLHRHNL�PU[V�HX\PMLYZ�[OYV\NO�[OL�^LSS�JHZPUN��VY�SLHRHNL�VM�
MYHJRPUN�Å\PKZ�MYVT�[OL�KLLW�O`KYVJHYIVU�aVULZ�PU[V�ZOHSSV^LY�HX\PMLYZ�[OYV\NO�[OL�YVJR�ZLWHYH[PUN�
the two. Good practices in designing and operating water containment schemes, and ensuring 
that cement seals on the wells are correctly made and are inspected over time, can reduce the 
YPZRZ�VM�[OL�ÄYZ[�[^V��^OPSL�[OL�[OPYK�PZ�\USPRLS`�ILJH\ZL�[OL�WYVK\JPUN�aVUL�PZ�[`WPJHSS`�T\JO�KLLWLY�
(1,000 meters or more) than the sources of drinking water (200–300 meters at most). Regulating 
and monitoring the treatment and discharge of wastewater plays an important role in reducing the 
risks of water contamination.

=LU[PUN�HUK�ÅHYPUN�VM�NHZ�MYVT�[OL�^LSS�VWLYH[PVUZ
(Z�^P[O�HSS�NHZ�WYVK\J[PVU��[OLYL�PZ�[OL�WVZZPIPSP[`�[OH[�ZVTL�NHZ�^PSS�IL�LP[OLY�ÅHYLK�VY�]LU[LK��[O\Z�
adding to global greenhouse gas emissions. Shale gas tends to emit more GHGs per unit than 
conventional gas, for two reasons (IEA 2011):

More wells and fracking are needed per cubic meter of gas produced. The energy associated with 
this leads to higher CO2�LTPZZPVUZ�HUK�SV^LY�WYVK\J[PVU�LMÄJPLUJ`�[OHU�JVU]LU[PVUHS�NHZ�

=LU[PUN�HUK�ÅHYPUN�OHWWLU�K\YPUN�[OL�^LSS�JVTWSL[PVU�Z[HNL�\USLZZ�JHYL�OHZ�ILLU�[HRLU�[V�YLJV]LY�
and market the gas during this phase. Because the completion phase accounts for a higher fraction of 
the total gas recovered, the leakages will tend to be higher than for conventional gas wells on a basis 
of each unit of gas recovered.

;OL�WVZZPIPSP[`�[OH[�SHYNLY�X\HU[P[PLZ�VM�TL[OHUL�JV\SK�IL�LTP[[LK�[OHU�PU�JVU]LU[PVUHS�NHZ�VWLYH[PVUZ�
is very serious for GHG emissions because of the short-term potency of methane as a contributor 
[V�NSVIHS�^HYTPUN��9LN\SH[PVUZ�[V�JVU[YVS�NHZ�ÅHYPUN�HUK�]LU[PUN�I`�JVSSLJ[PUN�[OL�NHZ�LTP[[LK�H[�
this stage are therefore even more important for shale gas than for conventional gas (Chesapeake 
Energy 2012).

7VZZPISL�ZLPZTPJ�LɈLJ[Z�JH\ZLK�I`�MYHJRPUN
;OLYL�OH]L�ILLU�H�ML^�PUZ[HUJLZ�^OLYL�ZTHSS�LHY[OX\HRLZ�OH]L�ILLU�H[[YPI\[LK�[V�[OL�WYLZLUJL�VM�
fracking in the vicinity. Rao (2012) mentions seismic events in three locations—the British county of 
3HUJHZOPYL"�*SLI\YUL��;L_HZ"�HUK�.YLLUIYPLY��(YRHUZHZ·^OLYL�[OLYL�^HZ�ZWLJ\SH[PVU�[OH[�ULHYI`�
fracking was the cause. Investigations concluded that the fracking itself was likely not the cause, 
but that deep disposal wells could be to blame. Detailed studies suggest that that the levels of 
PUK\JLK�ZLPZTPJ�HJ[P]P[`�HYL�SV �̂�.P]LU�[OH[�[OLYL�HYL�]LY`�THU`�ZTHSS�LHY[OX\HRLZ�MLS[�LHJO�`LHY�PU�
the United States, the occurrence of one or two events near fracking operations of up to 3.0 on the 
Richter scale is not thought to indicate strong evidence that fracking has led to increased seismic 
activity (Rao 2012). However, it is generally agreed that before fracking begins, surveys should 
be carried out in order to ensure that it is not taking place in an area where there are substantial 
geological fault lines. This could be mandated as part of the environmental regulations that apply 
to shale gas production.

I. 

II. 
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,ɈLJ[�VU�./.�LTPZZPVUZ�VM�\ZL�VM�ZOHSL�NHZ
One of the most striking aspects of the increased production of shale gas in the United States has 
been its displacement of coal as a fuel for power generation. Although this has been due to the 
superior economic performance of new combined-cycle gas stations, supplied with lower-cost 
NHZ��JVTWHYLK�^P[O�[OH[�VM�VSK�JVHS�ÄYLK�WV^LY�Z[H[PVUZ��HU�HKKLK�IVU\Z�OHZ�ILLU�[OL�YLK\J[PVU�
in CO2 from combustion. However, a number of studies have argued that the full life cycle of 
LTPZZPVUZ�VM�ZOHSL�NHZ��PUJS\KPUN�]LU[PUN�HUK�ÅHYPUN�K\YPUN�^LSS�KL]LSVWTLU[��HZ�^LSS�HZ�SLHRHNLZ�
along the production and transportation chain (pipelines etc.), produce total GHG emissions almost 
as high, or even higher, than those due to the use of coal in power stations. That said, more recent 
studies that have reevaluated such claims tend to take the view that shale gas confers a substantial 
ILULÄ[��YLK\JPUN�./.�LTPZZPVUZ�I`�HSTVZ[�OHSM��;OL�YL]PL^�I`�[OL�0,(��������WVPU[Z�[V�[OL�ULLK�
for ongoing research, and to two crucial factors in the comparison of the two fuels—the percentage 
of methane emissions in the total gas produced, and the global warming potential (GWP) of a unit 
mass of methane.13 Again, better regulation of the production and transportation of the gas can 
help to reduce its potential to add to global warming.

Enabling factors of the US shale gas revolution and their transferability to other potential shale-
gas-rich regions
The speed and magnitude of the growth in shale gas production in the United States raises the 
X\LZ[PVU�VM�^OL[OLY�[OPZ�L_WLYPLUJL�JV\SK�IL�K\WSPJH[LK�LSZL^OLYL��VY�^OL[OLY�[OLYL�^LYL�ZWLJPHS�
factors that made it possible and whose absence elsewhere would lead to a more modest growth 
in production.

Knowledge of shale deposits and potential gas resources
The existence of shale formations and potentially substantial recoverable shale gas reserves was 
well known in the United States before the onset of fracking, thanks to extensive geological surveys 
and drilling for conventional gas, oil, and other resources. Indeed, it was the detailed knowledge of 
the likely scale of shale gas resources that encouraged the US government to subsidize research 
PU[V�KYPSSPUN�HUK� YLJV]LY`� [LJOUPX\LZ� [OH[�JV\SK�ILJVTL�JVTTLYJPHSS`� ]PHISL��*VTWHUPLZ�JV\SK�
IL� MHPYS`�JVUÄKLU[� [OH[� ZOHSL�NHZ�^HZ�WYLZLU[�H[�KYPSSPUN�ZP[LZ��L]LU� [OV\NO� [OL�X\HU[P[PLZ�^LYL�
uncertain. This made the risks of using the new technologies more manageable. While a number 
VM�V[OLY�JV\U[YPLZ�OH]L�Z\MÄJPLU[�KH[H�[V�LUJV\YHNL�KYPSSPUN�MVY�ZOHSL�NHZ��THU`�HWWLHY�[V�IL�SLZZ�
fortunate. The ARI study could cover only 32 countries and did not include the Middle East and 
9\ZZPH��^OLYL�HKLX\H[L�KH[H�TH`�L_PZ[�I\[�[OL�PUJLU[P]L�[V�WYVK\JL�ZOHSL�NHZ�PZ�ZTHSS�ILJH\ZL�
conventional gas reserves are large and cheaper to exploit. 

13 Global-warming potential (GWP) is a relative measure of how much heat a greenhouse gas traps in the atmosphere.
    It compares the amount of heat trapped by a certain mass of the gas�PU�X\LZ[PVU�[V�[OL�HTV\U[�VM�heat trapped by 
    a similar mass of carbon dioxide. A .>7�PZ�JHSJ\SH[LK�V]LY�H�ZWLJPÄJ�[PTL�PU[LY]HS��JVTTVUS`����VY�����`LHYZ�

http://en.wikipedia.org/wiki/Greenhouse_gas
http://en.wikipedia.org/wiki/Gas
http://en.wikipedia.org/wiki/Carbon_dioxide
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Absence of extensive public geological information is a strongly limiting factor for individual countries. 
>P[O�ZV�THU`�VWWVY[\UP[PLZ�NSVIHSS`�[V�HJX\PYL�NHZ�YLZLY]LZ�PU�HYLHZ�^OLYL�[OLPY�WYLZLUJL�HWWLHYZ�
likely, companies may be reluctant to undertake the much more elaborate survey and exploration 
^VYR� YLX\PYLK�^OLU� PUMVYTH[PVU� VU� [OL� SVJH[PVU� HUK� WO`ZPJHS�JOLTPJHS� JOHYHJ[LYPZ[PJZ� VM� ZOHSL�
formations is lacking. The presence of conventional gas itself is not an indication of the presence 
of shale gas, so gas-producing countries that have been only partly geologically mapped may 
continue to be uninteresting to potential shale gas producers. Indeed, the IEA (2012), in considering 
the alternative of a low development path for unconventional gas because of resource uncertainty 
and absence of supporting policies, assumed that until 2035, shale gas would be produced only in 
the United States, Canada, China, India and Australia.

Subsidized research by government into techniques of drilling and recovery
Starting in 1976, the US federal government supported research into shale gas production through 
P[Z�V^U�HJ[P]P[PLZ�HUK�Z\WWVY[�[V�PUK\Z[Y �̀�;H_�JYLKP[Z�[V�[OL�LX\P]HSLU[�VM����H�IHYYLS�VM�VPS�WYVK\J[PVU�
VY�)[\�LX\P]HSLU[�MVY�MV\Y�`LHYZ�^LYL�WYV]PKLK�MVY�ZOHSL�NHZ�PU�[OL�� ���,ULYN`�(J[��0U��  ���[OL�
+LWHY[TLU[�VM�,ULYN`�Z\IZPKPaLK�4P[JOLSS�,ULYN`»Z�ÄYZ[�OVYPaVU[HS�̂ LSS��HUK�PU��  ��4P[JOLSS�,ULYN`�
KYL^�VU�HSS�[OPZ�L_WLYPLUJL�HUK�RUV^SLKNL�VM�UL^�[LJOUVSVNPLZ�[V�HJOPL]L�[OL�ÄYZ[�JVTTLYJPHSS`�
viable shale fracture (Breakthrough Institute 2011). Knowledge of these technologies and their 
Z\IZLX\LU[� PTWYV]LTLU[Z� OHZ� ILJVTL�^PKLZWYLHK�� HUK� NV]LYUTLU[� Z\IZPKPLZ� HYL� UV� SVUNLY�
YLX\PYLK�

These technologies are easily transferable, and it is not likely that shale gas exploration or 
KL]LSVWTLU[�PU�V[OLY�JV\U[YPLZ�^V\SK�YLX\PYL�NV]LYUTLU[�ÄUHUJPHS�HZZPZ[HUJL�PU�VYKLY�[V�WYV]PKL�
an initial impetus if there are recoverable shale gas reserves. Indeed, the private sector has already 
applied for permission to explore or even develop in countries where it appears that there may 
be substantial shale gas reserves, and several governments have issued licenses to do so (Der 
Speigel 2013).

Role of small independent exploration and production companies
The early stages of the shale revolution were dominated by the activities of some small independent 
companies that were willing to take the risks associated with a new activity. These companies 
tended to be highly specialized in exploration and production and operated on a scale that allowed 
them to be highly mobile—even moving rigs to new geographical locations if exploration did not 
Z\JJLLK��;OL�L_WLYPLUJL�VM�[OLZL�LHYS`�WHY[PJPWHU[Z�ZLY]LK�[V�PTWYV]L�[LJOUPX\LZ�VM�YLJV]LY �̀�̂ OPSL�
regulators also learned from early experiences about some of the environmental risks associated 
with shale gas. As the perceived risks have declined, some larger companies have entered the US 
market, and experience gained there will be important for activities elsewhere.

Outside of the United States, large companies, including super-majors and national oil companies, 
are joining in the search for shale gas. For large-scale developments, these companies’ access 
[V�Z\IZ[HU[PHS�ÄUHUJPHS�YLZV\YJLZ�^PSS�IL�JY\JPHS��0[�PZ�HSZV�\USPRLS`�[OH[�V[OLY�JV\U[YPLZ�^PSS�OH]L�[OL�
conditions to encourage a large number of small companies to explore for and produce shale gas, 
as happened in the United States. 
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Quality and quantity of resource and cost of production
In the United States, the greatest initial uncertainty associated with shale gas formations was the 
recoverability factor. As experience was accumulated, better estimates of recoverability could be 
made. The more extensive the geological information that was available, the better the estimates 
^LYL�SPRLS`�[V�IL"�[OLZL�LZ[PTH[LZ�JV\SK�LMMLJ[P]LS`�N\PKL�^OLYL�KYPSSPUN�ZOV\SK�[HRL�WSHJL�

The amount of gas that can be produced from a well and the associated volume of NGLs, if any, 
must be weighed against the cost of drilling, as well as other costs and revenues from sale of 
the gas. The estimated ultimate recovery (EUR) varies greatly from one well to another, and until 
L_WLYPLUJL� PZ�NHPULK�^P[O�H�WHY[PJ\SHY� ZOHSL� MVYTH[PVU�� P[� PZ�KPMÄJ\S[� [V�WYLKPJ[��;OL�WYLZLUJL�VY�
absence of NGLs (with their high sale value) is also an uncertain factor in the early experience of a 
shale gas formation.

The costs of drilling for shale gas are higher than for comparable onshore conventional gas wells 
because of the expense associated with the fracking. In the Middle East, for example, countries 
^P[O�HKLX\H[L�JVU]LU[PVUHS�YLZLY]LZ�^PSS�OH]L�IYLHR�L]LU�WYPJLZ�MVY�JVU]LU[PVUHS�NHZ�^LSS�ILSV^�
[OVZL�MVY�HU`�ZOHSL�NHZ�[OH[�TH`�L_PZ["�OLUJL��[OL�WYLZ\TW[PVU�PZ�[OH[�Z\JO�JV\U[YPLZ�̂ PSS�UV[�L_WSVP[�
possible shale gas resources. In countries that are running out of reserves, conventional gas yet to 
be recovered is likely to be in less accessible regions and to have higher costs similar to those of 
shale gas. Costs of offshore conventional gas are comparable to that of onshore shale gas, while 
offshore shale gas remains prohibitively costly.

(U�LZ[HISPZOLK�THYRL[�MVY�NHZ�
A crucial factor in the development of US shale gas was the existence of markets for natural gas. 
There were established markets not only for power generation and home heating, but also for 
industrial use (for conversion to ethylene and hence to many chemicals and associated products) 
and transportation (compressed natural gas vehicles). 

In any country, in order to make the production of shale gas worthwhile there must be a market for 
it, in which it can compete while covering risk-adjusted costs. One important source of demand 
can be the local market in both the power and industrial sectors. The advent of new lower-cost 
sources of gas can change the domestic market for fuels. Where that market is growing, the use 
of gas depends on its total costs (both capital and fuel) versus those of competing fuels. Where 
the market is not growing, gas must compete against other fuels whose capital costs have already 
been incurred. However, there can be other reasons why the local market might prefer gas even if 
it does not have an absolute cost advantage:

Energy security. Energy markets that are highly dependent on one or more sources of other fuels 
whose suppliers have monopoly power may wish to diversify, seeking to protect themselves against 
future price increases of these other fuels. European countries have shown considerable interest in 
diversifying the source of their natural gas supplies and Poland and Ukraine in particular are looking to 
encourage domestic shale gas production.

I. 
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Climate change considerations. Where there are emissions from competing fuels such as coal, whether 
GHGs or those with more localized effects such as sulfur, regulations to reduce such emissions in 
effect raise the capital costs even on existing plants. This gives gas, with its lower GHG and negligible 
local emissions, an important advantage even against existing plants, and a stronger advantage 
HNHPUZ[�UL^�WSHU[Z��0M�ZOHSL�NHZ�JHU�IL�WYVK\JLK�^P[OV\[�SHYNL�ZJHSL�]LU[PUN�VY�ÅHYPUN��P[�JHU�THRL�H�
contribution to reducing the growth of GHG emissions when substituting for other fossil fuels.

In some countries, the actual or potential domestic market for gas is very limited and would be 
unable to absorb the total amounts that might be found. Even the small amounts of gas a market 
TPNO[�IL�HISL�[V�HIZVYI�PUP[PHSS`�^V\SK�YLX\PYL�NHZ�NH[OLYPUN��Z[VYHNL��HUK�[YHUZWVY[H[PVU�MHJPSP[PLZ��
and these have strong economies of scale such that per unit, the total cost of delivered gas is 
higher in small markets. Without the presence of another source of demand, the domestic market 
by itself may not provide a case for developing shale (or conventional) gas reserves.

Where gas producers have access to export markets, either by pipeline or in the form of LNG, the 
SHYNL�WV[LU[PHS�]VS\TL�VM�ZHSLZ�PTWYV]LZ�[OL�LJVUVTPJZ�VM�NHZ�WYVK\J[PVU��7PWLSPULZ�VY�SPX\LMHJ[PVU�
plants have important economies of scale that help to make the gas internationally competitive. In 
such cases, the location of the gas reserves becomes crucial. Landlocked countries, or countries 
where the gas deposits are far from the coast, face high transportation costs of moving the gas to 
export terminals. This explains the interest in offshore exploration blocks and planned LNG terminals 
PU�(MYPJHU�JV\U[YPLZ�Z\JO�HZ�*HTLYVVU��,X\H[VYPHS�.\PULH��;HUaHUPH��5PNLYPH��HUK�4VaHTIPX\L��
The existence of an export market helps to reduce the unit cost of the gas, so that a domestic 
market, even if small, can be supplied at cost-recovery prices.

For countries that are far from actual or potential export terminals and that have only a small 
domestic market, the incentives to explore for and produce shale gas would be weak, just as 
they would be for conventional gas. Unfavorable geography can be a major roadblock to the 
KL]LSVWTLU[�VM�ZOHSL�NHZ��H[�SLHZ[�\U[PS�[OL�KVTLZ[PJ�THYRL[�ILJVTLZ�Z\MÄJPLU[S`�SHYNL�[V�VI]PH[L�
the need for an export market.

Pipeline and storage infrastructure 
The United States already had in place an extensive pipeline infrastructure to move the gas to users. 
Gas-transport pipelines are very expensive to build, so the fact that only the relatively short links 
from shale-gas-gathering points to the pipeline network needed to be constructed was important 
PU�HSSV^PUN�ZTHSSLY�JVTWHUPLZ�[V�NV�HOLHK�^P[O�[OLPY�KL]LSVWTLU[�WYVNYHTZ��=LY`�SHYNL�X\HU[P[PLZ�
of shale gas were thus not necessary to make its delivery to market cost-effective, and third-party 
access to pipelines and storage made it possible to utilize the existing delivery mechanisms.
Similar to the US experience, countries that already have a gas pipeline network and storage facilities 

II. 
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have lower development barriers to accommodate extra supplies from shale gas discoveries. 
Although some infrastructure will be needed to connect the new production to the network, the 
incremental cost of this will generally be small compared to the cost of having to establish an entire 
new network. If the latter were necessary, it is likely that government would have to take on the 
initial costs of the gas infrastructure, since it is unlikely that the private sector would do so before 
abundant gas is discovered, and they would be unlikely to look for such gas without a guaranteed 
pipeline system. Where the pipelines are owned either by a government or by another company, 
the right to access the pipeline and storage and the existence of fair tariffs to do so are essential. 
Third-party access regulations will need to be established and to be clear and transparent, and the 
presence of an independent regulator will be important.

The discovery of shale gas in remote areas reduces its chance of exploitation because of the 
increased transportation cost, while discoveries near demand centers increase the likelihood that 
it can be produced at a cost that would compete with other fuels. One important way in which the 
JVZ[Z�HUK�YPZRZ�VM�NHZ�[YHUZWVY[H[PVU�TPNO[�IL�TP[PNH[LK�PZ�[V�I\PSK�H�NHZ�ÄYLK�WV^LY�Z[H[PVU�ULHY�
the well sites, then use high-voltage power lines to transmit the electricity to the grid.

;OL�L_PZ[LUJL�VM�H�ZWV[�THYRL[�MVY�NHZ�ZHSLZ
Shale gas production tends to be less predictable than production from a conventional well. The 
]LY`�OPNO�KLJSPUL�YH[LZ�JOHYHJ[LYPZ[PJ�VM�WYVK\J[PVU�THRL�P[�KPMÄJ\S[�MVY�H�WYVK\JLY�[V�N\HYHU[LL�[V�
Z\WWS`�H�JLY[HPU�HTV\U[�V]LY�[PTL��HZ�TPNO[�IL�ZWLJPÄLK�PU�H�SVUN�[LYT�JVU[YHJ[��;OLYLMVYL��H�NHZ�
ZWV[�THYRL[�PZ�HK]HU[HNLV\Z��7YVK\JLYZ�JHU�ZLSS�L_JLZZ�WYVK\J[PVU�HUK�W\YJOHZL�KLÄJP[Z�PU�VYKLY�
to deliver an agreed amount to a purchaser. The United States has well-developed spot and futures 
markets, which can facilitate commercial arrangements for companies that may have only a small 
portfolio of producing wells.

Few other countries have spot markets for gas, and such markets cannot be expected to emerge 
PU�TVZ[�JV\U[YPLZ�[OH[�ÄUK�ZOHSL�NHZ��(S[LYUH[P]L�TL[OVKZ�VM�ZHSL�^PSS�IL�YLX\PYLK��HUK�JVU[YHJ[Z�
^PSS�OH]L� [V�IL� [HPSVYLK� [V� [OL�TVYL�]HYPHISL�WYVK\J[PVU�WYVÄSL�VM�ZOHSL�NHZ�^LSSZ��;OLYL�^PSS�IL�
JVUZPKLYHISL� PU[LYLZ[� PU� ^H[JOPUN� [OL� KL]LSVWTLU[� VM� ZOHSL� NHZ� THYRL[Z� PU� [OL� ÄYZ[� NYV\W� VM�
countries that join the United States as producers.

Favorable mineral extraction rights
In the United States, individuals or companies, not the government, own the mineral rights below 
the surface of the land, so it is possible to purchase such rights from an existing owner. This made 
it very simple to start exploration once it was generally realized that commercialization of shale 
gas was possible. Where governments own the resource, it is likely that the procedure to start 
KYPSSPUN�̂ PSS�[HRL�SVUNLY��YLÅLJ[PUN�W\ISPJ�JVUJLYUZ�MVY�H�[YHUZWHYLU[�HUK�JVTWL[P[P]L�IPKKPUN�WYVJLZZ�
and environmental safeguards. Because the US regulatory authorities for oil and gas were well-
established, it was not thought necessary to hold up shale gas exploration until new regulatory 
JVKLZ�^LYL�KYH^U�\W��5L]LY[OLSLZZ��Z\IZLX\LU[�L_WLYPLUJL�HUK�JVUJLYUZ�V]LY�LU]PYVUTLU[HS�
effects have led to calls for tighter regulation of the sector.
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Adequate supplies of water and a means of safe wastewater disposal
:OHSL�NHZ�PZ�X\P[L�KPZ[PUJ[�MYVT�JVU]LU[PVUHS�NHZ�VY�VPS�WYVK\J[PVU�PU�[OH[�P[�YLX\PYLZ�SHYNL�X\HU[P[PLZ�
of water for fracking, and the fraction of this water that is returned to the surface will contain 
fracking chemicals and minerals leached from the rocks. 

Without a local source of water, the costs of trucking in the several hundred loads of water 
YLX\PYLK�MVY�MYHJRPUN�H�ZPUNSL�^LSS�JHU�IL�WYVOPIP[P]L��>OLYL�[OLYL�PZ�SVJHS�^H[LY�H]HPSHISL��Z\YMHJL�VY�
Z\IZ\YMHJL���P[�\Z\HSS`�OHZ�H�]HS\L�HUK��L]LU�PM�UV[�WHPK�MVY�I`�[OL�KYPSSPUN�JVTWHUPLZ��̂ PSS�IL�YLÅLJ[LK�
in public and economic evaluation of the drilling. Where local water is scarce, either seasonally or 
`LHY�YV\UK��[OL�LJVUVTPJ�JVZ[Z�TH`�L_JLLK�[OL�ILULÄ[Z�HUK�JVUZPKLYHISL�OVZ[PSP[`�[V�MYHJRPUN�JHU�
be expected from the local population.

The process of treating wastewater from the well, so that it is safe for irrigation or other uses, is 
improving but adds costs to production. Poorly regulated operations can result in wastewater that 
not only is unusable in itself, but can pollute other sources of clean water.

;OL�TVZ[�H[[YHJ[P]L�ZP[LZ�HYL�[OVZL�̂ OLYL�[OLYL�PZ�HKLX\H[L�̂ H[LY�Z\WWS`�HUK�̂ OLYL�[OL�YLN\SH[PVUZ�
MVY�[YLH[PUN�^HZ[L^H[LY�HYL�JSLHY�HUK�YLHZVUHISL��;OLZL�JV\SK�PUJS\KL�YLX\PYLTLU[Z�[V�YLJ`JSL�H[�
least a certain percentage of the water for fracking in other wells and build containment areas, 
HZ�^LSS�HZ�ZWLJPÄJH[PVUZ�VM�OV^�JSLHU� [OL�^H[LY�T\Z[�IL�ILMVYL� P[�JHU�IL� YLSLHZLK� MVY�HUV[OLY�
purpose, such as irrigation. 

9LHZVUHISL�ÄZJHS�[LYTZ
;OL�ÄZJHS�[LYTZ�[OH[�HWWS`�[V�[OL�WYVK\J[PVU�HUK�ZHSL�VM�UH[\YHS�NHZ�HYL�JY\JPHS�PU�PUJLU[P]PaPUN�[OL�
private sector for shale gas exploration and production. First, companies need to believe that the 
ÄZJHS�[LYTZ�^PSS�YLTHPU�Z[HISL��+LHSPUN�^P[O�NV]LYUTLU[Z�[OH[�OH]L�H�YLW\[H[PVU�MVY�HS[LYPUN�ÄZJHS�
terms in their favor at later dates may be viewed as a high-risk proposition that may not be worthwhile 
PM�[OL�L_WLJ[LK�THYNPU�VU�[OL�NHZ�PZ�[VV�ZTHSS��:LJVUK��ÄZJHS�[LYTZ�ULLK�[V�IL�YLHZVUHISL��I\[�
not overly generous. With private-sector hydrocarbons companies looking for exploration acreage 
and facing increased competition from state-owned enterprises, the new market for gas is likely to 
prove attractive for the foreseeable future.

Where shale gas is discovered in a country that has little experience with gas contracts, designing 
[OL�PUP[PHS�JVUJLZZPVU�HUK�W\YJOHZPUN�JVU[YHJ[Z�PZ�PTWVY[HU[�HUK�YLX\PYLZ�ZWLJPHSPZ[�OLSW�PU�VYKLY�[V�
avoid being too generous to the private sector.

Clear and comprehensive regulatory system
(SS�NHZ�WYVQLJ[Z�YLX\PYL�YLN\SH[PVUZ�[OH[�JV]LY�L_WSVYH[PVU��KL]LSVWTLU[��WYVK\J[PVU��HUK�THYRL[PUN��
There is considerable international experience with such regulations, much of which is summarized 
in the EITAF (2012) sourcebook. Without clear and comprehensive regulations, potential entrants 
into the sector cannot be certain of what limitations they may later face. Lack of regulation is in itself 
a source of risk.
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For shale gas, the special nature of fracking raises a number of important issues not normally met 
with in conventional gas production, and the US experience suggests that there is an important 
need for regulation of certain aspects of drilling and production activities. The IEA (2012) suggests 
a number of “golden rules” for addressing the environmental effects of shale gas production, and 
indicates how these might be implemented through purpose-designed regulation. These rules are 
grouped around the following categories of action:

Measuring and disclosing relevant variables that affect local communities, and engaging with them 
in planning to ameliorate the impact
Choosing the drilling site to minimize local effects and to avoid fracturing where there is a risk of 
triggering seismic events
0ZVSH[PUN�^LSSZ�MYVT�V[OLY�Z[YH[H��PU�WHY[PJ\SHY�HX\PMLYZ
Reducing water usage and treating, storing, and disposing safely of wastewater
,SPTPUH[PUN�]LU[PUN�HUK�TPUPTPaPUN�ÅHYPUN

Governments that do not have wide experience with environmental legislation, monitoring, and 
enforcement will need to develop such capacity, because the lack of such rules and capacity adds 
to uncertainty about future conditions and reduces the attractiveness of investment for potential 
producers.

As mentioned, once gas has been produced, it has to be transported, either to export terminals, 
or to domestic market offtakers. Given that the existing pipelines will be owned either by the 
government or by another company, the right to access pipelines and storage and the existence 
VM�MHPY�[HYPMMZ�[V�KV�ZV�HYL�LZZLU[PHS��;OPZ�YLX\PYLZ�JSLHY��[YHUZWHYLU[�[OPYK�WHY[`�HJJLZZ�YLN\SH[PVUZ�

Low perceived impact on local communities
;OL�JVUZPKLYHISL�HU[HNVUPZT�ZOV^U�I`�ZVTL�NYV\WZ�[V^HYK�ZOHSL�NHZ�L_WSVYH[PVU� PZ� YLÅLJ[LK�
in certain governments taking a very cautious stance on whether to allow fracking to take place. 
The implementation of moratoria on prospecting and producing shale gas, while the government 
ZLLRZ�[V�IL�IL[[LY�PUMVYTLK�VU�[OL�[V[HS�JVZ[Z�HUK�ILULÄ[Z��PZ�SPRLS`�[V�OH]L�ILLU�HJJVTWHUPLK�
by pressure from potentially affected communities to forbid it altogether. Where such movements 
are strong, and there has been no attempt to open a dialogue to understand their concerns and 
to indicate how they could be addressed, the hostile climate will make potential investors more 
cautious in proceeding. In countries where the potential negative effects on communities and 
livelihoods seem to be smaller, there will be greater willingness to go ahead.

I. 

II. 

III. 
IV. 
V. 
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PART II: SHALE GAS AND AFRICA
The recent conventional gas discoveries in East Africa, occurring at the same time as the US 
ZOHSL�NHZ�YL]VS\[PVU�HUK�WVZZPISL�KPZJV]LYPLZ�LSZL^OLYL��WYVTW[LK�H�U\TILY�VM�X\LZ[PVUZ�MVY�NHZ�
producers and non-producers in Africa. Part II of this report discusses these.

1. What are the estimates for the amount of shale gas in Africa and the rest of the world, and what 
WVY[PVU�PZ�YLJV]LYHISL&

Global estimates
The estimates for gas-in-place and technically recoverable shale gas reserves provided by EIA 
(2011b) specify the countries for which estimates were made. For Africa, these include Algeria, 
Libya, Tunisia, Morocco, Mauritania, and South Africa, as well as the territory of Western Sahara. 
;OL�ZWLJPÄJ�YLHZVUZ�MVY�UV[�THRPUN�LZ[PTH[LZ�MVY�LHJO�VM�[OL�V[OLY�JV\U[YPLZ�^HZ�UV[�NP]LU��I\[�
lack of published data was a determining factor. Egypt was omitted because it is considered part 
of the Middle East, for which estimates were not made on the grounds that countries in the region 
OH]L�Z\MÄJPLU[�JVU]LU[PVUHS�NHZ�HUK�^V\SK�UV[�ULLK�VY�^PZO�[V�KL]LSVW�ZOHSL�NHZ��^P[O�P[Z�[`WPJHSS`�
OPNOLY�JVZ[�VM�WYVK\J[PVU��;OPZ�TH`�UV[�IL�[OL�JHZL�MVY�,N`W["�P[�PZ�SPRLS`�[OH[�^LYL�ZOHSL�NHZ�[V�IL�
discovered on its territory, Egypt would wish to develop it.

Table 3 presents the estimates made by ARI for gas-in-place and technically recoverable shale 
gas reserves for these countries. Each of these is based on detailed information about the shale 
MVYTH[PVUZ�HUK�[OLPY�NLVSVNPJHS�WYVWLY[PLZ��\ZPUN�ÄLSK�LUNPULLYPUN�MVYT\SHL��-VY�JVTWHYPZVU��[OL�
proven conventional gas reserves and production for each of these countries are included.

Table 3: ARI estimates of technically recoverable shale gas reserves, proven conventional gas 
reserves, and current production of gas in trillion cubic feet

Country Shale gas-in-
place1

 Technically
 recoverable shale

gas reserves1

 Proven conventional
20122 gas reserves

 Production of
 conventional
20102 gas in

Algeria 812 230 158 2.957
Libya 1147 290 52 0.586
Tunisia 61 18 2.26 0.071
 Morocco 68 11 0.035 0.004
Mauritania 2 0.4 0.989 0.000
Western Sahara 37 7 - -
South Africa 1834 485 0.000 0.035
Total Africa 3962 1042 504 7.313

Sources:  1 = EIA (2011b). 2 = Oil and Gas Journal, cited by Ernst and Young (2012). 
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The comparison of technically recoverable shale gas and proven conventional gas reserves in 
Africa indicates just how important the former will be. The data in Table 3 indicates that at the 
JVU[PULU[�SL]LS��PM�ZOHSL�NHZ�YLZLY]LZ�^LYL�[V�IL�JVUÄYTLK�I`�L_WSVYH[PVU�[OL`�^V\SK�IL�KV\ISL�[OL�
current proven reserves of conventional gas. For the largest conventional gas producer, Algeria, 
shale gas reserves if proven would be 50% larger than the conventional reserves. The shale gas 
reserves in Libya and South Africa would also be larger than the conventional gas reserves for any 
VM�[OL�JVU[PULU[»Z�THQVY�WYVK\JLYZ��(Z�ÄYTLY�KH[H�ILJVTLZ�H]HPSHISL�VU�[OL�VMMZOVYL�JVU]LU[PVUHS�
NHZ�YLZLY]LZ�PU�4VaHTIPX\L�HUK�;HUaHUPH��[OL�[V[HS�WYV]LU�JVU]LU[PVUHS�NHZ�YLZLY]LZ�MVY�(MYPJH�
will be revised upward, but it is likely that the shale gas volumes as estimated will continue to be a 
very large portion of the total reserves picture.

It is important to note that other countries in Africa, for which ARI did not have access to published 
detailed geological data, might have shale gas reserves—thus increasing the total for the continent. 
However, it is also important to reiterate that shale gas is found in different geological formations 
from conventional gas, so that established conventional producers cannot be assumed to have 
shale reserves commensurate with their conventional reserves.

Both ARI and IEA provided data for the shale gas reserves of the rest of the world (selected 
countries only for ARI), which are summarized in Table 4. These suggest that, on the basis of 
countries included in both studies, Africa contains about 15% of the shale gas reserves that are 
likely to be of interest for commercial exploitation. This contrasts with the continent’s 7% share of 
NSVIHS�JVU]LU[PVUHS�NHZ�YLZLY]LZ�HZ�LZ[PTH[LK�I`�)7���������;OLZL�ÄN\YLZ�ZLY]L�[V�LTWOHZPaL�[OH[�
shale gas is likely to prove of major importance for African countries that have the resources.

Table 4: Technically recoverable shale gas reserves (tcf)
ARI IEA

Africa 1042 1060
Rest of the World 5538 6291

The country-by-country situation
The ARI data was estimated in a consistent fashion and is valuable for comparative purposes. 
However, the study was published in April 2011, and some developments may have occurred 
since then. Comments on individual countries drawn from the EIA (2011b) report are combined 
with material from Internet searches for more recent information. The latter may not be established 
VU�[OL�ZHTL�ZJPLU[PÄJ�IHZPZ�HZ�[OL�(90�KH[H��I\[�JHU�NP]L�PU[PTH[PVUZ�VM�YLJLU[�[YLUKZ�

Sources: EIA (2011b), and IEA (2012).
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Algeria
The ARI study estimated gas-in-place at 812 tcf and technically recoverable reserves at 230 tcf, the 
latter located in the Ghadamas Basin (195 tcf) and the Tindouf Basin (35 tcf) in southwestern Algeria. 
(�UL^Z^PYL�YLWVY[�I`�1LUZ�(SPJ�VM�6PSWYPJL�����5V]LTILY�������YLWVY[LK�����[JM�VM�YLJV]LYHISL�
ZOHSL�NHZ��^OPSL�(NLUJL�-YHUJL�7YLZZL�����5V]LTILY�������X\V[LK�(SNLYPHU�VMÄJPHSZ�HZ�ZH`PUN�
that reserves were as large as 500 tcf. 

A number of companies, including ENI, Shell, and Talisman, have already signed exploration 
agreements, and ENI has started exploration. The Algerian national oil company, Sonatrach, drilled 
P[Z�ÄYZ[�ZOHSL�^LSSZ� PU�������;OL�NV]LYUTLU[�OHZ�HSZV�HUUV\UJLK�H�UL^�[H_H[PVU�WHJRHNL� [OH[�
would encourage exploration and development of unconventional gas and oil, but parliament has 
not yet approved it. Bauerova and Patel reported in Bloomberg (26 November 2012) that Algeria 
would be unlikely to produce commercial shale gas before 2020.

Algeria is a likely place for shale gas production to develop. First, although the country is currently 
a major gas exporter, local demand is growing to the extent that conventional gas exports are 
likely to decrease. Because Algeria is heavily dependent on gas for export revenue (90% of which 
comes from hydrocarbons), extra gas reserves would enable exports to keep fueling the country’s 
development.

Second, Algeria is a longtime major gas producer and has both the infrastructure and technical 
expertise to manage a substantial expansion in the scale of the sector. It has a regional natural 
gas pipeline, as well as international export pipelines and an LNG terminal, demonstrating the 
established nature of its domestic and export markets. Algeria, with its lengthy history of gas 
production and export, is likely to be regarded as an attractive environment by potential investors, 
HUK�[OPZ�PZ�YLÅLJ[LK�PU�[OL�PU[LYLZ[�THQVY�JVTWHUPLZ�HYL�HSYLHK`�ZOV^PUN�PU�P[Z�ZOHSL�NHZ�YLZLY]LZ��
However, the attack on the gas plant at In Amenas is likely to make companies more cautious in 
the immediate future.

The one unfamiliar aspect of the development of shale gas will be the various environmental risks 
HZZVJPH[LK�^P[O�P[Z�WYVK\J[PVU��;OL�ULLK�MVY�SHYNL�X\HU[P[PLZ�VM�^H[LY�MVY�MYHJRPUN��PU�HYLHZ�^OLYL�
water supplies are scarce, is likely to be a major concern. Regulations to ensure that waste water 
is correctly treated and that spills are avoided will be needed. In this area Algeria will need to learn 
from changing practices in the United States, which have been driven by environmental groups 
HUK�W\ISPJ�JVUJLYU��(Z�YLNHYKZ�[OL�ÅHYPUN�HUK�]LU[PUN�VM�NHZ��HS[OV\NO�[OPZ�PZ�H�WHY[PJ\SHY�PZZ\L�H[�
the early stages of shale well development, Sonatrach has for several years been a member of the 
Global Gas Flaring Reduction (GGFR) partnership and is already actively involved in reducing such 
emissions.
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Libya
The ARI study estimated that for Libya the gas-in-place is 1,147 tcf, while the recoverable reserves 
HYL�� ��[JM��;OL�SH[[LY�PZ�TVYL�[OHU�Ä]L�[PTLZ�SHYNLY�[OHU�[OL�JV\U[Y`»Z�WYV]LU�JVU]LU[PVUHS�YLZLY]LZ��
Of the gas-in-place, 57 tcf are in the Ghadames basin and 1,090 tcf in the Sirt basin. The prospective 
shale gas formations in the Sirt basin lie in deep subsided troughs and so are very lightly explored. 

The long-term prospects for shale gas production in Libya seem to be highly promising based on 
such large reserves. The country has familiarity with the sector, is already producing gas, and has a 
pipeline structure. About two thirds of its gas production is exported, mainly by pipeline to Europe. 
However, the country’s recent political instability has reduced its attractiveness for investment in 
the short term. Gas production dropped dramatically in 2011, but has now reached 80% of its full 
capacity level of 106 bcf per day. The government has recently announced that it is now making 
gas production a priority and is talking to partners about shale gas, but there are no reports of shale 
drilling yet. Two factors are likely to lead to a slow approach to the development of shale gas. First, 
the lack of exploration in the Sirt basin, where most of the reserves are thought to lie, will lead to 
a cautious approach until more evidence is accumulated. Second, the past and present political 
climate will make potential investors reluctant to make major investments until the situation has 
stabilized.

If Libya were to see a major increase in gas production from its shale reserves, it is likely that two 
issues might drive the government to seek outside assistance. First, the increased use of gas 
revenues for domestic development could present problems for an economy that has previously 
been run on dirigiste lines. Experience from the domestic economic strategies being developed in 
other new gas producers might also be applicable to the case of Libya. The second issue would 
be fracking: water supply and water recycling and treatment are both likely to be important in 
the Libyan context, and the government would certainly have little relevant experience with the 
WYVISLTZ�� ZVS\[PVUZ��HUK�TVUP[VYPUN� YLX\PYLK��

Tunisia
The ARI study estimates the shale gas-in-place at 61 tcf, and the technically recoverable reserves 
at 18 tcf. These are substantially smaller amounts than in Libya or Algeria, but nevertheless are 
a substantial increase over the small proven conventional gas reserves of less than 3 tcf. The 
WYVQLJ[LK�YLZLY]LZ�HYL�PU�[OL�.OHKHTLZ�IHZPU��HUK�H�ÄYZ[�ZOHSL�NHZ�^LSS�^HZ�KYPSSLK�^P[O�MYHJ[\YPUN�
in 2010.

Tunisia produces a small amount of gas but consumes somewhat more, necessitating imports. 
Further domestic supplies would be a valuable addition to the economy. Pipelines link to the 
international network and to domestic demand centers. Traditionally, Tunisia has attracted many 
international exploration and production companies, thanks to a favorable regime of investment 
PUJLU[P]LZ��0U�TPK������:OLSS�Z\ITP[[LK�[V�[OL�NV]LYUTLU[�H�YLX\LZ[�MVY�HU�L_WSVYH[PVU�WLYTP[�MVY�
shale gas, which is still under consideration.
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In many ways Tunisia seems a very attractive country for the development of shale gas. It has a 
large need for extra gas reserves, it has some experience with the sector (both export and domestic 
markets), and it has some of the needed infrastructure. The government has some experience with 
dealing with gas, although not on the scale that might occur if the shale gas reserves were fully 
utilized. 

The environmental issues potentially arising from fracking have already generated a lively debate in 
Tunisia. Articles published on 7 November 2012 by online media Tunivisions and Tunisia Live raised 
concerns over the possible local pollution of water supplies, as well as the problem of water scarcity. 
Shell replied to this, emphasizing that it “adheres to a set of global onshore operating principles 
that provide a framework for water, air, wildlife, and respecting the communities in which it works.” 
(Tunisia Live, 23 November 2012). The next day, Tunisia Live reported that the International Public 
Services Union was coordinating a national campaign opposing the extraction of shale gas (Tunisia 
Live, 24 November 2012). The online comments on these articles illustrate the public’s worries. 
4HU`�ZHPK�[OL`�MLS[�\UHISL�[V�[Y\Z[�HU�PU[LYUH[PVUHS�JVTWHU`�^OVZL�WYPTHY`�NVHS�PZ�WYVÄ["�V[OLYZ�
condemned fracking itself as inevitably harmful, especially in a country where water is in short 
supply. Others stressed the sector’s potential for generating employment, and several commented 
on the need for an informed public debate. 

Morocco
4VYVJJV�OHZ�H�JVTWSL_�HUK�KPZJVU[PU\V\Z�KPZ[YPI\[PVU�VM�ZOHSL�KLWVZP[Z�[OH[�YLX\PYLZ�Z\IZ[HU[PHS�
data gathering for an accurate resource assessment. ARI based its estimates on two basins that 
appeared to have the highest potential for shale gas. The Tindouf basin (extending into Algeria, 
Western Sahara, and Mauritania) and the Tadla basin were estimated to have 68 tcf gas-in-place, 
providing total recoverable reserves of 11 tcf. 

Morocco produces a very small amount of gas (0.004 bcf in 2010) and has proven conventional 
reserves of 0.035 bcf. As such, it does not have the advantages of existing large gas producers 
in dealing with new potential supplies. The Moroccan national oil and gas company, ONHYM, 
has been studying shale gas potential since 2010, and US-based San Leon Energy has drilled a 
number of exploration wells.

The lack of gas experience coupled with Morocco’s complex geology make it likely that progress 
^P[O�ZOHSL�NHZ�^PSS�IL�ZSV �̂�/V^L]LY��[OL�WYVQLJ[LK�YLZLY]LZ�HYL�Z\JO�[OH[��PM�JVUÄYTLK��[OL`�JV\SK�
make an important long-run contribution to the economy. Morocco would probably need support 
in all areas of gas production, including the environmental aspects.
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Mauritania
4H\YP[HUPH�KVLZ�UV[�`L[�WYVK\JL�VY�JVUZ\TL�NHZ��HS[OV\NO�[OL�)HUKH�ÄLSK�PZ�L_WLJ[LK�[V�JVTL�
into production by 2015. ARI estimated that there is 2 tcf of shale gas-in-place, of which 0.4 tcf 
could be technically recoverable. Given that proven reserves of conventional gas are estimated at 
1 tcf, it is not likely that there will be any urgency to explore for or develop the limited amount of 
shale gas that may exist.

Western Sahara
The area known as Western Sahara was estimated to contain 37 tcf gas-in-place, of which 7 tcf 
would be recoverable. At present, there is no prospect of this being actively developed.

South Africa
The ARI study estimated that total shale gas-in-place amounts to 1,834 tcf, and recoverable 
reserves are 485 tcf. This places South Africa among the most important sources of shale gas 
in the world, with recoverable reserves almost as large as the total of proven conventional gas 
reserves for the whole of Africa. The resources are located within the Karoo basin, a huge area 
stretching over much of the country. 

:V\[O�(MYPJH�JVUZ\TLK�HIV\[�����IJM�VM� NHZ� PU�������VM�^OPJO�VUL�X\HY[LY�^HZ�KVTLZ[PJHSS`�
WYVK\JLK�HUK�[OL�YLZ[� PTWVY[LK�I`�WPWLSPUL� MYVT�4VaHTIPX\L� MVY�\ZL� PU�H�NHZ�[V�SPX\PKZ� �.;3��
plant. The dominant source of energy is coal, of which the country has very large reserves. Coal 
accounted for more than 90% of electricity generation in 2009, and is a major feedstock for the 
Z`U[OL[PJ� JVHS�[V�SPX\PKZ� WYVNYHT�

(S[OV\NO�[OL�V]LYHSS�LSLJ[YPÄJH[PVU�YH[L�PZ������HSTVZ[�OHSM�VM�Y\YHS�OV\ZLOVSKZ�HYL�Z[PSS�UV[�JVUULJ[LK�
to the grid, and as the economy continues to grow, rolling blackouts are imposed at times. Despite 
pressure from environmental groups, coal use is expected to increase. However, the possibility of 
SHYNL�KVTLZ[PJ�NHZ�Z\WWSPLZ�HKKZ�H�UL^�MHJ[VY�[V�[OL�JV\U[Y`»Z�LULYN`�LX\H[PVU��

(� U\TILY� VM� JVTWHUPLZ·:OLSS�� -HSJVU�� *OHSSLUNLY�� :HZVS�*OLZHWLHRL�:[H[VPS�� :\UZL[�� (UNSV�
Coal, and Anglo-American—have already applied for technical cooperation permits (TCPs). The 
government imposed a moratorium on exploration drilling in 2011 in order to study issues raised 
by fracking, but this was lifted in September 2012 to permit exploration, but not actual fracking.

Gas infrastructure and domestic production are limited, but South Africa, although not a major 
hydrocarbon producer, has some experience in this sector and would be capable of ramping up 
[OL�SL]LS�VM�[LJOUPJHS�L_WLY[PZL�YLX\PYLK�[V�THUHNL�[OL�JYLH[PVU�VM�H�KVTLZ[PJ�NHZ�PUK\Z[Y �̀�;OL�
NV]LYUTLU[�^PSS�MHJL�[^V�PZZ\LZ��;OL�ÄYZ[� PZ�[OL�ZJHSL�VM� PUMYHZ[Y\J[\YL�[OH[�TPNO[�IL�YLX\PYLK�[V�
NH[OLY�[OL�NHZ�HUK�[YHUZWVY[�P[�[V�KLTHUK�JLU[LYZ��;OPZ�^V\SK�JLY[HPUS`�YLX\PYL�JSVZL�JVVWLYH[PVU�
with the state power utility, ESKOM, whose current expansion plan is looking at further large coal 
stations and even additional nuclear plants (Financial Times, 24 September 2012). The second 
issue is the environmental impact of fracking. Already, environmental groups such as the Treasure 
[OL�2HYVV�(J[PVU�.YV\W�HUK�[OL�2HYVV�:OHSL�.HZ�*VTT\UP[`�-VY\T�HYL�YHPZPUN�X\LZ[PVUZ�HIV\[�
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the advisability of allowing fracking in an area where water is in short supply and where there would 
be competition for its use (Good Governance Africa 2012). The prospect of increased employment 
(creating an estimated 350,000 to 850,000 direct and indirect jobs), and the likelihood that the 
government can apply strict regulatory standards to future fracking, may lead to public acceptance 
as more information is disseminated.

Egypt
Egypt was not included in the ARI study, so there are no comparable data available. However, the 
government has indicated that it is interested in encouraging the search for shale gas. US-based 
Apache announced in 2011 that it would drill some test wells in its search to identify whether shale 
NHZ�^HZ�WYLZLU[�PU�JVTTLYJPHS�X\HU[P[PLZ��,N`W[�PZ�H�THQVY�NHZ�WYVK\JLY��I\[�KVTLZ[PJ�KLTHUK�
OHZ�ILLU�PUJYLHZPUN�ZV�YHWPKS`�[OH[�P[�YLJLU[S`�OHK�[V�PTWVY[�NHZ�MYVT�(SNLYPH�PU�VYKLY�[V�M\SÄSS� P[Z�
export obligations. Any shale gas could be a welcome addition to reserves.

The country’s recent political uncertainty may have discouraged potential investors who otherwise 
might have been tempted to explore for gas in a country where there is already infrastructure and 
experience in dealing with the gas industry. In Egypt, as in other countries in the region, water 
shortages would be a concern, and the government as yet does not have experience with the 
management or regulation of fracking.

���>OH[�OH]L�ILLU�[OL�LɈLJ[Z�VM�ZOHSL�NHZ�WYVK\J[PVU�VU�LULYN`�THYRL[Z�PU�NLULYHS&

To date the principal effects of increased shale gas production have been felt within the United 
States, because only there has actual commercial-scale production occurred. The effects can be 
looked at:

From within the domestic gas industry, which has faced a very large increase in supply within a very 
ZOVY[�WLYPVK"
From the standpoint of the international gas industry, which has been affected by a reduction in US 
UL[�PTWVY[Z�VM�NHZ"�HUK
From the standpoint of other energy industries within the United States that compete with natural gas 
for various uses.

The domestic gas sector
The domestic gas industry exhibited classic responses to a rapid increase in supply. Prices were 
KYP]LU�KV^U�ZOHYWS`�HZ�H�SHYNL�Z[PT\S\Z�^HZ�YLX\PYLK�PU�[OL�ZOVY[�Y\U�[V�WLYZ\HKL�LULYN`�\ZLYZ�
[V� Z^P[JO� [V� NHZ�� 5L^� WYVK\JLYZ� YLZWVUKLK� [V� LHYSPLY� WYPJLZ� HUK� JVU[PU\LK� [V� ZLL� WYVÄ[HISL�
opportunities even as prices stated to decline. This resulted in an oversupply situation in which 
prices were driven below cost, and investment started to pull back sharply by 2011. As competing 
sectors adjust to the reality of larger gas supplies and lower long-term gas prices, more substitution 
can be expected and increased volumes of shale gas will be absorbed without the price of gas being 
driven below costs. The future of US gas prices depends on the long-term productivity of shale 
gas development. The EIA (2012d) took as a reference case for its forecasts to 2035 a scenario 

I.

II. 

III. 
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in which spot gas prices rose slightly from the $4.39 per MBTU in 2010 to 2020, followed by a 
stronger rise to 2035. However, if resources proved larger than the base case, the EIA simulated a 
scenario in which spot gas prices hardly rose at all in real terms.

These relatively lower prices affect demand in two ways. First, existing users of gas may consume 
more of it at lower prices (ie, households run their central heating at a higher temperature). Second, 
users of other fuels start to switch to gas because it is now cheaper (ie, power stations using coal 
HYL�ZO\[�KV^U�HUK�\[PSP[PLZ�I\PSK�NHZ�ÄYLK�Z[H[PVUZ�VY�VWLYH[L�L_PZ[PUN�Z[H[PVUZ�MVY�TVYL�OV\YZ���)V[O�
effects become larger over time—long-run elasticities are greater than short-run.

;OL� PUJYLHZLK�KVTLZ[PJ� Z\WWS`� VM� NHZ�^HZ� UV[� LU[PYLS`� HIZVYILK�I`� HU� LX\P]HSLU[� PUJYLHZL� PU�
domestic demand brought about by lower prices. Instead, imports of gas started to fall, thus 
SLZZLUPUN�[OL�HTV\U[�VM�PU[LY�M\LS�Z\IZ[P[\[PVU�YLX\PYLK��;OL�,0(�MVYLZLLZ�H�JVU[PU\LK�KYVW�PU�NHZ�
imports, with the United States even becoming a net exporter after 2020. Were a high production 
scenario to emerge, the country would become a net exporter earlier, and larger volumes would 
HWWLHY� VU� [OL� ^VYSK� THYRL[� H[� LX\P]HSLU[� KH[LZ�� ;OLZL� ZJLUHYPVZ� YHPZL� [OL� WVZZPIPSP[`� VM� [OL�
United States starting to export LNG to Europe and other markets, increasing competition among 
international suppliers and placing downward pressure on international gas prices.

The international gas industry
The decrease in gas exports to the United States has had important effects on the global gas 
market. In the short run, the extra supply available from countries exporting less to the United 
:[H[LZ�OHZ�ILLU�H]HPSHISL�[V�TLL[�PUJYLHZLK�KLTHUK��UV[HIS`�MYVT�1HWHU��.P]LU�[OH[�H[�WYLZLU[�
most gas in the Asian markets is sold on long-term contracts, the average price paid for LNG did 
not fall substantially. However, for certain countries selling into the Atlantic basin, the loss of the US 
THYRL[�TH`�IL�KPMÄJ\S[�[V�VMMZL[�L_JLW[�H[�T\JO�YLK\JLK�WYPJLZ��-VY�L_HTWSL��L_WVY[Z�VM�35.�MYVT�
Nigeria to the United States peaked in 2007 at 95 bcf, but had fallen to only 2 bcf in 2011.

The IEA in 2012 analyzed the longer-term pricing effects of increased output of US and other 
producers of unconventional gas. The analysis argues that, although the use of long-term contracts 
indexed to international oil prices will become less prevalent, even by 2035 there will not be full gas-
to-gas competition, in which gas prices in various regions differ only by transportation costs. The 
IEA’s assumed prices for a basic reference case and for a low unconventional gas production case 
are shown in Table 5. The additional unconventional gas production is expected to have substantial 
effects in reducing global gas prices. In turn, this will have large effects on encouraging the switch 
towards gas use and away from competing fuels. The difference in gas supply between the IEA’s 
two scenarios is due to the slow development of unconventional gas in the low-gas case.
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This difference, caused by various constraints, amounts to 535 bcm in 2035, out of a total of 5.1 
tcm in the base case, corresponding to a low gas production scenario of 4.6 tcm. It is important to 
note that even in the base case, where a considerable volume of unconventional gas comes onto 
the market, real gas prices are expected to rise substantially by 2020, and even more by 2035. 
Prices are lower than in the low-gas case, but they are still higher than in 2010.

Table 5: Natural gas price scenarios (2010 US$ per MBtu)
Base case Low unconventional gas case

2010 2020 2035 2020 2035
US 4.40 5.40 7.10 6.70 10.00
Europe 7.50 10.50 10.80 11.60 13.10
1HWHU 11.00 12.40 12.60 14.30 15.20

A handful of countries account for most of the world’s recoverable shale gas reserves, as shown 
PU� ;HISL� �� IHZLK� VU� [OL� LZ[PTH[LZ�THKL� I`� (90�� ;OL� 0,(� IHZL� JHZL� \ZLK� [OL� (90� ÄN\YLZ� [V�
estimate the extra shale gas coming on to the market. Hence, its base-case scenario has shale 
gas production heavily concentrated in the Americas and Asia. Because of the fragmentation of 
international gas markets, these two areas are likely to feel the strongest effects of the increased 
supplies.

Table 6: Top seven technically recoverable shale gas reserves (tcf)
Country Recoverable reserves Country Recoverable reserves
China 1,275 South Africa 485
US 820 Australia 396
Argentina 774 Canada 388
Mexico 681 Global total 6,586

Competing energy industries
In the United States, gas is used by a number of sectors, as shown in Table 7. Gas is used for 
power generation, residential and commercial heating, industrial processes, and various other end-
uses, including a small amount for compressed natural gas (CNG) vehicles. The largest single use 
is in the power sector, and it is here that the use of gas is expected to increase most rapidly, partly 
at the expense of coal. 

Source: IEA (2012). Wholesale supplies in US, and import prices in Europe and Japan.

Source: EIA 2011b.



42

Gas has been seen primarily as a peaking fuel—able to follow the load curve thanks to the ability 
VM�NHZ�ÄYLK�WV^LY�Z[H[PVUZ�[V�YHTW�NLULYH[PVU�\W�HUK�KV^U�X\PJRS`·^OPSL�JVHS�OHZ�ILLU�ZLLU�
HZ� [OL� KVTPUHU[� IHZLSVHK� M\LS� [OHURZ� [V� P[Z� SV^� JVZ[�� ;OL� JHWP[HS� JVZ[� HK]HU[HNL� VM� NHZ�ÄYLK�
JVTIPULK�J`JSL�WV^LY�Z[H[PVUZ�^HZ�UV[�Z\MÄJPLU[�[V�V]LYJVTL�[OL�M\LS�WYPJL�HK]HU[HNL�VM�JVHS��
The shale gas revolution has changed this balance—gas can now also be used as a baseload 
M\LS��*VHS�ÄYLK�NLULYH[PVU�HSZV�YLX\PYLZ�L_WLUZP]L�WVSS\[PVU�JVU[YVS�LX\PWTLU[��^OPJO�OHZ�NP]LU�
ÄYTZ�[OL�PUJLU[P]L�[V�JSVZL�VSKLY�JVHS�Z[H[PVUZ�HUK�YLWSHJL�[OLT�^P[O�TVKLYU�NHZ�ÄYLK�Z[H[PVUZ��
9HV��������HYN\LK�[OH[�PU�[OL�<UP[LK�:[H[LZ��[OL�JVZ[�VM�NHZ�ÄYLK�NLULYH[PVU�IYLHRZ�L]LU�^P[O�H�
UL^�JVHS�MHJPSP[`�H[�H�NHZ�WYPJL�VM����44)[\��HZZ\TPUN�[OH[�[OL�JVZ[Z�VM�WYVK\J[PVU�MVY�H�UL^�JVHS�
plant meeting emissions standards would be between 6 and 6.5 cents per kWh. Coal with carbon 
capture would be considerably more expensive. Since gas prices are likely to remain well below 
this level, and because of the ease of increasing shale gas production when prices rise above 
JVZ[Z��[OL�PUMLYLUJL�PZ�[OH[�NHZ�ÄYLK�NLULYH[PVU�^PSS�PUJYLHZL�P[Z�THYRL[�ZOHYL�PU�[OL�<UP[LK�:[H[LZ�
HUK�PU�V[OLY�JV\U[YPLZ�^OLYL�[OLYL�PZ�ZPTPSHY�WYLZZ\YL�[V�YLK\JL�JVHS�ÄYLK�LTPZZPVUZ�

Table 7: US natural gas consumption by sector, current and forecast (tcf)
Sector 2010 2020 2035
Electric power 7.4 7.9 9.0
Residential 4.9 4.8 4.6
Commercial 3.2 3.4 3.6
Industrial 6.6 7.1 7.0
Other 2.0 2.3 2.4
Total 24.1 25.5 26.6

The EIA (2012e) carried out a study of the impact of a change in relative fuel prices in the United 
States. This estimated that a 10% rise in the price of coal relative to delivered natural gas would 
lead on average to a 1.4% increase in the use of gas relative to coal. The rapid changes in the 
prices of coal and natural gas between 2008 and 2009 provides one scenario for illustrating the 
PU[LYWYL[H[PVU�VM�[OPZ�LSHZ[PJP[`�LZ[PTH[L��6]LY�[OL�JV\YZL�VM�[OH[�[^Vώ`LHY�WLYPVK��[OL�H]LYHNL�WYPJL�
VM�JVHS�KLSP]LYLK�[V�LSLJ[YPJ�NLULYH[VYZ�PUJYLHZLK�MYVT�������44)[\�[V�������44)[\��^OPSL�[OL�
H]LYHNL�WYPJL� VM� KLSP]LYLK� UH[\YHS� NHZ�KLJSPULK� MYVT�� ����44)[\� [V� ������44)[\��>P[O� [OPZ�
change in relative prices of 103%, the estimated elasticity of substitution predicted that the change 
in the ratio of generators’ consumption of natural gas to consumption of coal (as measured on a 
Btu basis) would be expected to be about 14%, while in fact it was 16%. These results are directly 
relevant only to the United States, because they are determined by the exact structure of the 
NLULYH[PVU�PUK\Z[Y`��[OL�WYVWVY[PVU�VM�NLULYH[VYZ�VM�KPMMLYLU[�HNLZ�HUK�LMÄJPLUJPLZ���/V^L]LY��[OL`�
KV�Z\NNLZ[�[OH[�PU�JV\U[YPLZ�^OLYL�[OL�WV^LY�ZLJ[VY�YLSPLZ�VU�VSK�HUK�PULMÄJPLU[�JVHS�ÄYLK�Z[H[PVUZ��
there could be room for substantial inter-fuel substitution.

A recent article in the Economist (2013) pointed out that, with the domestic fall in demand for coal 
in the United States, exports of coal to Europe have been rising, with coal prices more competitive 

Source: EIA 2012d.
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than gas imported to that region. As a result, coal consumption has been rising at a time when 
governments had been assuming that it would decline. It is not clear how long this trend will 
persist, but for the present it is having an adverse impact on Europe’s GHG emissions. Markets for 
residential and commercial use of gas are much smaller in the majority of developing countries, but 
industrial sectors also may have potential for fuel substitution.

The competition between oil and gas is relatively weak. Oil is predominantly linked to transportation 
fuels, for which gas at present is little-used. In the United States, about one-tenth of 1% of natural 
NHZ�JVUZ\TLK� PZ�\ZLK�HZ�H�]LOPJSL� M\LS��/V^L]LY��ÅLL[�\ZLYZ�Z\JO�HZ�I\ZLZ��[YHZO�[Y\JRZ��HUK�
delivery services see great advantages in natural-gas-powered vehicles. The fall in prices means 
[OH[�UH[\YHS�NHZ�J\YYLU[S`�JVZ[Z�IL[^LLU�������HUK����SLZZ�WLY�NHSSVU�LX\P]HSLU[�[OHU�NHZVSPUL�VY�
KPLZLS��;OL�WYLKPJ[HISL�YV\[LZ�VM�Z\JO�]LOPJSLZ�HSZV�THRL�P[�WVZZPISL�[V�WYV]PKL�HU�LMÄJPLU[�YLM\LSPUN�
PUMYHZ[Y\J[\YL�HUK� [V�ILULÄ[� MYVT�[OL� SV^LY� M\LS�JVZ[Z��-VY� [OL�JHY�THYRL[�� P[� PZ�TVYL�KPMÄJ\S[� [V�
WYV]PKL�H�YLM\LSPUN�Z`Z[LT�[OH[�PZ�HZ�LHZPS`�HJJLZZPISL�HZ�[OH[�MVY�NHZVSPUL"�MVY�[OH[�YLHZVU��[OL�\ZL�
of natural gas in cars is likely to increase very slowly. 

In some countries, diesel and fuel oil are used for power generation, and were gas to become 
SVJHSS`�H]HPSHISL�[OLZL�TPNO[�IL�ZX\LLaLK�V\[�VM�[OL�THYRL[�I`�JOLHWLY�NHZ�ÄYLK�JVTIPULK�J`JSL�
power stations. However, this effect would be small in global terms and, because the price of oil is 
largely determined on a single international market, there would be little effect on international oil 
prices or the cost of imported petroleum products.

���>OH[�LɈLJ[Z�KVLZ�[OL�KPZJV]LY`�VM� SHYNL�]VS\TLZ�VM�ZOHSL�NHZ�TLHU�MVY�PU]LZ[TLU[�PU�SV^�
JHYIVU� LULYN`� [LJOUVSVNPLZ&

;OL�PU[YVK\J[PVU�VM�SHYNLY�Z\WWSPLZ�VM�NHZ�HUK�[OL�JVUZLX\LU[�MHSS�PU�WYPJLZ�PU[LYHJ[�PU�H�JVTWSL_�̂ H`�
with the demand for renewables. Solar and wind, when used for the power grid, are intermittent 
forms of generation, so far largely lacking storage capabilities. Since their generation pattern does 
not necessarily follow the load pattern, it is necessary to complement them with plants that can 
YHWPKS`�J`JSL�\W�HUK�KV^U��*VTIPULK�J`JSL�NHZ�WSHU[Z�JHU�ÄSS�[OPZ�YVSL��TLL[PUN�[OL�NHW�IL[^LLU�
baseload generation and demand that cannot be met by renewables at a given time. Hence, the 
availability of more domestic natural gas may make it easier to introduce renewable energy sources 
into the grid.

However, the fall in gas prices has been steep and is expected to remain so. This may mean that 
in some countries, as in the United States, gas would become the fuel of choice for baseload as 
well as for peaking. Its combined capital plus fuel cost is superior to that of wind or solar. However, 
JLY[HPU�<:�Z[H[LZ�OH]L�YLUL^HISL�WVY[MVSPV�Z[HUKHYKZ��97:Z���^OPJO�YLX\PYL�\[PSP[PLZ�[V�I\`�HUK�ZLSS�
JLY[HPU�X\HU[P[PLZ�VM�YLUL^HISL�LULYN �̀�.HZ� PZ�UV[� PUJS\KLK� PU�HU�97:��ZV�L]LU� P[Z�H]HPSHIPSP[`�H[�
lower prices does not threaten the part of the market covered by the RPS (Head 2011). 

Two factors are likely to support the continued steady growth of renewables in the on-grid market. 
First, the actual costs of renewable technology are falling as manufacturing volumes continue 
to increase. The Economist (2012) called attention to the so-called Swanson’s law, in which the 
costs of photovoltaic cells tend to fall by 20% for each doubling of global manufacturing capacity. 
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Costs per watt of capacity have fallen to about 75 US cents, and although construction costs add 
HUV[OLY����WLY�^H[[��[OLZL�[VV�HYL�MHSSPUN��;OL�M\LS�P[ZLSM�PZ�MYLL��)`�JVU[YHZ[��<:�JVHS�ÄYLK�WSHU[Z�
cost about $3 per watt and natural gas plants about $1 a watt, but fuel costs must be added to 
that. In sunny parts of the United States, where gas plants are kept on standby for peak generation, 
solar can compete without subsidy. The drive for cost reduction through improved technology is 
likely support to the renewables industry, but the exact dynamics are uncertain.

The second factor that could continue to encourage the use of renewables is the attitude taken by 
NV]LYUTLU[Z��>OLYL�VMÄJPHSZ�JVU[PU\L�[V�IL�JVUJLYULK�^P[O�NSVIHS�^HYTPUN�HUK�W\ZO�\[PSP[PLZ�[V�
include a certain amount of renewable generation, the prospects for solar and wind continue to be 
promising. However, where a country is able to substitute gas for coal, the government may see 
[OPZ�HZ�H�Z\MÄJPLU[�JVU[YPI\[PVU�[V�ZSV^PUN�KV^U�[OL�YH[L�VM�PUJYLHZL�VM�./.�LTPZZPVUZ�HUK�OLUJL�
YLK\JL�P[Z�Z\WWVY[��ÄUHUJPHS�VY�V[OLY^PZL��MVY�YLUL^HISLZ��(Z�WVPU[LK�V\[�I`�[OL�0,(���������JOLHWLY�
gas prices will reduce the cost of electricity generation, and this may make it more palatable to 
users to pay for some expensive renewable generation if is mandated by the government. On 
balance, the IEA assumed that existing policies to support renewables would remain in place and 
that globally their increased market shares of primary energy demand in 2020 (2%) and 2035 (4%), 
relative to a 1% share in 2010, would be unaffected by the increased volumes of unconventional 
gas. At present, the consensus appears to be that where a country has increased access to natural 
gas or is facing lower import prices, renewables use is likely to slow down unless the government 
intervenes to promote it. For countries that do not have access to gas supplies, the position of 
renewables will remain unchanged.

���>OH[�HYL�[OL�PTWSPJH[PVUZ�VM�PUJYLHZLK�ZOHSL�NHZ�WYVK\J[PVU�MVY�LULYN`�KL]LSVWTLU[�PU�(MYPJH&
The increased global production of shale gas will affect countries in Africa differently, according to 
^OL[OLY�[OL`�HYL�HSYLHK`�NHZ�WYVK\JLYZ�HUK�JVUZ\TLYZ��^OL[OLY�[OL`�L_WVY[�VY� PTWVY[��HUK�VY�
whether they are potential shale gas producers. Data on reserves, consumption and production for 
26 countries are shown in Annex 1. For the other countries in Africa, there is no data on any of the 
]HYPHISLZ��PUKPJH[PUN�[OH[�NHZ�PZ�VM�ULNSPNPISL�PTWVY[HUJL��-PM[LLU�JV\U[YPLZ�WYVK\JL�HUK�VY�JVUZ\TL�
UH[\YHS�NHZ�HUK��HZ�PUKPJH[LK�HIV]L��Ä]L�VY�ZP_�VM�[OVZL�TH`�HSZV�OH]L�JVTTLYJPHSS`�]PHISL�ZOHSL�
gas deposits. Countries that do not produce or consume natural gas will feel only secondary 
effects via the effect on global prices of other sources of energy.

The economics of producing shale gas
-VY�JV\U[YPLZ�[OH[�OH]L�ZOHSL�NHZ�YLZLY]LZ��JVUÄYTLK�I`�L_WSVYH[PVU��P[�KVLZ�UV[�MVSSV^�H\[VTH[PJHSS`�
that it will be economic to develop these reserves. The larger the reserve, and the nearer it is to 
the markets for the gas, the lower will be the unit cost of production. Where there is existing gas 
infrastructure that can be utilized, costs will be lower still. The price at which the gas could be 
sold will depend on whether it is solely for export (international traded prices) or for domestic 
consumption (prices of competing forms of energy). Where economic costs are below potential 
market prices, there will be a case for the development of the gas. If there are external costs 
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(environmental damage, water scarcity etc.) that are not internalized in the cost of production of 
[OL�ZOHSL�NHZ��[OLU�[OLZL�^PSS�OH]L�[V�IL�^LPNOLK�HNHPUZ[�[OL�W\YL�ÄUHUJPHS�ILULÄ[Z�VM�WYVK\J[PVU�
before a decision is made to proceed.

*V\U[YPLZ�[OH[�OH]L�KL]LSVWLK�H�NHZ�ZLJ[VY�OH]L�ILULÄ[LK�MYVT�L_WVY[�YL]LU\LZ"�SV^LY�KVTLZ[PJ�
M\LS�JVZ[Z�HUK�OLUJL�PUJYLHZLK�HJJLZZ�[V�WV^LY"�HUK�LTWSV`TLU[�JYLH[LK�^P[OPU�[OL�NHZ�ZLJ[VY��
the power sector, and other sectors that supply these industries. In addition, where gas is used 
as a feedstock for industrial processes, there is potential for wider economic development and job 
creation.

Conventional gas producers that neither import nor export
(JJVYKPUN�[V�[OL�KH[H�X\V[LK�I`�,YUZ[�HUK�@V\UN���������(UNVSH��[OL�9LW\ISPJ�VM�*VUNV��.HIVU��
Cote d’Ivoire, and Tanzania produced gas solely for domestic consumption in 2010. Because 
these supplies are not in competition with the international market, prices can remain independent 
of external events, including the increased availability of shale gas via the LNG trade. Only if import 
facilities were constructed could the falling international prices start to put downward pressure on 
KVTLZ[PJ�NHZ�WYPJLZ��HZ�^LSS�HZ�[V�IYPUN�ILULÄ[Z�[V�[OVZL�ZLJ[VYZ�\ZPUN�NHZ��Z\JO�HZ�[OL�WV^LY�
sector. Other imported sources of energy, mainly oil products, are not in direct competition with 
natural gas and are unlikely to see a reduction in import costs. None of the countries in this group 
was indicated to be a potential source of shale gas, but this could change if successful exploration 
takes place. Such exploration is more likely to happen sooner in countries where studies, such 
HZ�[OH[�I`�(90��OH]L�PKLU[PÄLK�SHYNL�WV[LU[PHS�YLJV]LYHISL�YLZLY]LZ��(�M\Y[OLY�WVZZPIPSP[`�PZ�[OH[�[OL�
falling international gas prices and increased availability of gas might persuade some countries to 
invest in import facilities and begin to import gas rather than other fuels. Competition with these 
other fuels would be an important factor. For countries that have access to the sea, the possibility 
VM�HU�35.�[LYTPUHS��VY�MVY�V[OLYZ�H�WPWLSPUL�MYVT�H�ULPNOIVYPUN�WYVK\JLY��̂ V\SK�IL�YLX\PYLK�[V�VWLU�
the way for gas to be used in the domestic market, possibly to complement domestic sources.

Tanzania is about to become a gas exporter and should be considered together with other exporting 
countries. 

Conventional gas producers that are net importers
Four African countries (Ghana, Morocco, South Africa, and Tunisia) were net importers of gas 
PU�������HUK� [OL� SH[[LY� [OYLL�OH]L�HSS�ILLU� PKLU[PÄLK�HZ�OH]PUN� YLJV]LYHISL�ZOHSL�NHZ� YLZLY]LZ��
*V\U[YPLZ� [OH[� HYL� UL[� PTWVY[LYZ� VM� NHZ�^PSS� ÄUK� [OH[� [OL� PTWHJ[� VM� PUJYLHZLK� NSVIHS� ZOHSL� NHZ�
production will lower the cost of their import bills below where it would otherwise have been. The 
degree of this price effect will depend on the regional market from which they are purchasing 
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PTWVY[LK�NHZ��-VY�L_HTWSL��;\UPZPH�PZ�Z\WWSPLK�I`�(SNLYPH��HUK�:V\[O�(MYPJH�I`�4VaHTIPX\L��IV[O�
by pipeline. In these cases, there is little effective competition from other suppliers and the gas 
exporters may be able to extract a monopsony rent from their supplies, resulting in only a small 
price reduction. The onset of domestic shale gas production would change this picture completely. 
The domestic supplies, if and when they arrived, would tend to reduce the demand for imports, 
and at the same time their production costs could be competitive with import costs, allowing for 
transport. The ability of suppliers to extract rent would be reduced, and import prices could fall 
HSVUN�^P[O�X\HU[P[PLZ��;OPZ�HZWLJ[�THRLZ�P[�TVYL�SPRLS`�[OH[�[OL�[OYLL�SH[[LY�NV]LYUTLU[Z�^PSS�W\YZ\L�
the development of their possible shale gas reserves. However, it would take several years to bring 
[OLT�[V�[OL�JVTTLYJPHS�THYRL[�L]LU�PM�[OL`�JHU�IL�PKLU[PÄLK��ZV�PU�[OL�UL_[�ML^�`LHYZ�[OLYL�TH`�
IL�VUS`�TPUVY�ILULÄ[Z�MYVT�SV^LY�PTWVY[�WYPJLZ�

Conventional gas producers that are net exporters
:P_�JV\U[YPLZ�̂ LYL�UL[�NHZ�L_WVY[LYZ�PU�������(SNLYPH��,N`W[��,X\H[VYPHS�.\PULH��3PI`H��4VaHTIPX\L��
and Nigeria), and this group is likely to be joined by Tanzania in the near future. Algeria, Libya, and 
WVZZPIS`�,N`W[�OH]L�HSZV�ILLU�PKLU[PÄLK�HZ�WV[LU[PHS�ZOHSL�NHZ�WYVK\JLYZ��-VY�UL[�L_WVY[LYZ��[OL�
increased competition from the increased shale and other unconventional gas supplies means that 
they will face downward pressure on prices. The degree of downward pressure will depend on the 
competition in the market to which they are selling. For example, the IEA estimated that prices into 
,\YVWL�PU������̂ V\SK�IL�HIV\[����44)[\�SV^LY�\UKLY�[OL�IHZLSPUL�\UJVU]LU[PVUHS�NHZ�L_WHUZPVU�
JHZL�JVTWHYLK�[V�[OL�SV^�L_WHUZPVU�JHZL��^OLYLHZ�WYPJLZ�PU[V�1HWHU�^V\SK�IL�HIV\[����44)[\�
lower. Nigeria has already seen its exports of LNG to the United States almost dry up by 2011, 
while Algeria, exporting to Europe, will face competition from other suppliers now being shut out 
VM�[OL�<:�THYRL[��,X\H[VYPHS�.\PULH��^OPJO�L_WVY[Z�THPUS`�[V�(ZPH��^PSS�MHJL�[OL�SHYNL�KLJYLHZL�PU�
WYPJLZ�L_WLJ[LK�[V�IL�ZLLU�PU�[OLZL�THYRL[Z��*V\U[YPLZ�Z\JO�HZ�4VaHTIPX\L�HUK�;HUaHUPH��̂ OVZL�
net exports will increase as production increases, will see a fraction of their expected gains reduced 
by the lower prices brought about by competition for the Asian market. However, estimates made 
by Wood Mackenzie (Ernst and Young 2012) suggest that for the East African producers, the 
IYLHRL]LU�WYPJL�^V\SK�IL�HYV\UK����44)[\��^OPSL�(\Z[YHSPH��H�THQVY�JVTWL[P[VY�VM�35.�PU�[OL�
(ZPHU�THYRL[��TH`�OH]L�H�IYLHRL]LU�WYPJL�VM�HYV\UK�����44)[\��;OPZ�PUKPJH[LZ�[OH[�L]LU�^P[O�[OL�
increased volume of shale gas that may reach this market, the East African producers will remain 
competitive.

Countries that become shale gas producers
The maturing of shale gas recovery technology may result in some countries in Africa producing 
gas that had not been expected to do so. For countries such as Algeria and Libya, which already 
export substantial volumes of conventional gas, the attraction of shale gas would be to replace 
declining domestic production. Only if the shale gas volumes were very small would the fall in prices 
MVY�JVU]LU[PVUHS�L_WVY[Z�TVYL�[OHU�VMMZL[�[OL�ILULÄ[Z�MYVT�PUJYLHZLK�KVTLZ[PJ�WYVK\J[PVU��:PUJL�
the estimated reserves are very substantial relative to conventional reserves, it is likely that the shale 
NHZ�YL]VS\[PVU�JV\SK�WYVK\JL�H�THQVY�ILULÄ[�MVY�Z\JO�JV\U[YPLZ�
The development of large shale gas reserves by countries that hitherto had little or no domestic 
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gas production (such as Tunisia, Morocco or South Africa) will bring about a number of problems 
associated with the discovery and exploitation of any form of hydrocarbons.

;OL�THUHNLTLU[�VM�H�UH[\YHS�YLZV\YJL�PUK\Z[Y �̀�PUJS\KPUN�SPJLUZPUN�HUK�ÄZJHS�[LYTZ
;OL�THUHNLTLU[�VM�YL]LU\LZ�MYVT�[OL�YLU[Z�YLJLP]LK�[OYV\NO�[OL�ÄZJHS�[LYTZ
The development of the economy once a dominant sector emerges
The use of the resource for export or to support domestic production in other sectors
;OL�KPZ[YPI\[PVU�VM�[OL�JYLH[LK�^LHS[O�PU�HU�LX\P[HISL�MHZOPVU
The management of public expectations and aspirations following the announcement of large 
recoverable reserves

Added to these will be the environmental problems associated with shale gas production and 
fracking. A particular issue that could arise in Africa is the development of shale gas resources 
I`�ULPNOIVYPUN�JV\U[YPLZ��>OLYL�[OL�YLZV\YJLZ�HYL�Z\MÄJPLU[�VUS`�MVY�KVTLZ[PJ�JVUZ\TW[PVU��[OL�
impact of a neighboring gas discoveries and production is likely to be small. However, if there is 
Z\MÄJPLU[�NHZ�MVY�L_WVY[��I\[�PU�SPTP[LK�X\HU[P[PLZ��[OLYL�JV\SK�IL�JVTWL[P[PVU�MVY�JHWP[HS�HUK�MVY�[OL�
[LJOUPJHS�RUV^�OV^�YLX\PYLK�[V�LZ[HISPZO�H�NHZ�L_WVY[�I\ZPULZZ��*V\U[YPLZ�^P[O�]LY`�SHYNL�YLZLY]LZ�
are likely to be the most attractive for establishing LNG terminals or export pipelines, and smaller 
WYVK\JLYZ�TH`�ÄUK�[OL`�OH]L�[V�^HP[�\U[PS�[OL�SHYNLY�ULPNOIVYPUN�WYVQLJ[Z�HYL�KL]LSVWLK��

���>OH[�HYL�[OL�SVJHS�LU]PYVUTLU[HS�YPZRZ�VM�ZOHSL�NHZ�^P[O�YLMLYLUJL�[V�(MYPJH&
As explained in Section 3 of Part I of this report, there are three areas of concern with respect to 
SVJHS�LU]PYVUTLU[HS�WVSS\[PVU�JH\ZLK�I`�L_WSVYH[PVU�HUK�KL]LSVWTLU[�VM�ZOHSL�NHZ�^LSSZ��;OL�ÄYZ[�
two—water supply and the risk of contamination—are of major importance, while the third, seismic 
YPZR��PZ�VM�SLZZ�JVUJLYU��L]LU�[OV\NO�P[�PZ�MYLX\LU[S`�TLU[PVULK�PU�W\ISPJ�KLIH[L�

;OL�Z\WWS`�VM�^H[LY�MVY�MYHJRPUN�
-YHJRPUN�^VYRZ�I`�\ZPUN� SHYNL�X\HU[P[PLZ�VM�^H[LY� [V� MYHJ[\YL�[OL�YVJR� PU�^OPJO�[OL�ZOHSL�NHZ� PZ�
trapped. As the IEA (2012) pointed out, the use of water per unit of energy produced is orders 
VM�THNUP[\KL�OPNOLY�[OHU�MVY�JVU]LU[PVUHS�NHZ��,HJO�^LSS� YLX\PYLZ�H� SHYNL� PUP[PHS�Z\WWS`�VM�^H[LY�
while the fracturing is carried out, and the short life of an individual well means that many wells are 
YLX\PYLK�[V�VI[HPU�H�Z[LHK`�Z\WWS`�VM�ZOHSL�NHZ��,]LU�^P[O� PTWYV]PUN�LMÄJPLUJ`�K\L�[V�YLJ`JSPUN�
VM�^HZ[L^H[LY��SHYNL�X\HU[P[PLZ�VM�^H[LY�^PSS�IL�YLX\PYLK�MVY�HU`�Z\IZ[HU[PHS�ZOHSL�NHZ�WYVK\J[PVU�
WYVNYHT��(SS�[OL�JV\U[YPLZ�PU�(MYPJH�[OH[�OH]L�ILLU�PKLU[PÄLK�HZ�OH]PUN�[LJOUPJHSS`�YLJV]LYHISL�ZOHSL�
gas reserves would likely face potential water shortages and intense competition for water use in 
agriculture and household consumption. For this reason alone, it is of the utmost importance that 
governments carry out full environmental surveys, including the sources of water and the effects of 
their utilization, before giving permission for shale gas development. Even where water is trucked 
PU[V�[OL�KYPSSPUN�HYLHZ��[OL�U\TILY�VM�[Y\JRSVHKZ�YLX\PYLK�MVY�H�ZPUNSL�MYHJ[\YL�^PSS�IL�SHYNL�HUK�OH]L�
noticeable local impact.

There are methods of reducing water demand, either by improved recycling of water recovered from 
V[OLY�̂ LSSZ�VY�HKKP[PVU�VM�V[OLY�JOLTPJHSZ�[V�[OL�MYHJRPUN�Å\PK��I\[�[OL�SH[[LY�IYPUNZ�P[Z�V^U�WYVISLTZ��
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V. 
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Water recycling can be partly managed by regulation and contract so that drilling companies must 
LJVUVTPaL�VU�^H[LY�\ZL�MYVT�[OL�ILNPUUPUN��;OL�[YLH[TLU[�VM�[OL�¸ÅV^IHJR¹�^HZ[L^H[LY�MYVT�H�
WYL]PV\Z�MYHJ[\YL��PU�VYKLY�[V�\ZL�P[�MVY�Z\IZLX\LU[�MYHJRPUN��YLX\PYLZ�P[�[V�OH]L�[OL�ZHTL�WYVWLY[PLZ�
HZ�[OL�PUP[PHS�Å\PK�̂ P[O�P[Z�TP_[\YL�VM�W\YWVZL�KLZPNULK�JOLTPJHSZ��;OPZ�TH`�IL�JVZ[S`�[V�HJOPL]L�HUK�
can reduce the attractiveness of drilling for shale gas.

Water contamination
Water contamination caused by fracking can happen in a number of different ways, and much 
attention has been paid to these possibilities. They include:

(JJPKLU[HS�ZWPSSZ�VM�Å\PKZ��PUJS\KPUN�JOLTPJHSZ�\ZLK�MVY�MYHJRPUN��HUK�ÅV^IHJR�Å\PK��This 
probability of such a spill that reaches the conventional water supply can be reduced by following 
Z[YPJ[�N\PKLSPULZ�MVY�[OL�JVU[HPUTLU[�VM�HSS� MYHJRPUN�Å\PKZ��[YHPUPUN�VM�Z[HMM��HUK�LUZ\YPUN�[OH[�JVU[YVS�
LX\PWTLU[�PZ�H]HPSHISL��(SS�VM�[OLZL�HJ[P]P[PLZ�JHU�IL�LMMLJ[P]LS`�JVU[YVSSLK�I`�NV]LYUTLU[�YLN\SH[PVU�
and inspection.
3LHRHNL�VM�MYHJ[\YPUN�Å\PKZ�PU[V�H�ZOHSSV^�HX\PMLY�[OYV\NO�[OL�JLTLU[�JVS\TU�HYV\UK�the 
well casing. This possibility can be mitigated by following best practice in well design and construction, 
LZWLJPHSS`�LUZ\YPUN�[OH[�JLTLU[�ZLHSZ�HYL�WYVWLYS`�THKL��;OL�X\HSP[`�VM�[OL�PUP[PHS�ZLHS�HUK�P[Z�K\YHIPSP[`�
over time can be checked, and this too can be controlled through regulation.
3LHRHNL�VM�Å\PKZ�VY�O`KYVJHYIVUZ�MYVT�[OL�WYVK\JPUN�aVUL�[V�ZOHSSV^�HX\PMLYZ�[OYV\NO�[OL�
PU[LY]LUPUN�YVJR� This possibility is generally unlikely, since shale layers are often found at depths of 
1,000–3,000 meters, while underground sources of drinking water are a few hundred meters at most. 
Also, the intervening rock tends to be highly impermeable. Restrictions on drilling depths can reduce 
this risk, and ensuring a full understanding of the local geology can identify cases where the rocks 
seals are not perfect.
Discharge of contaminated wastewater into groundwater or underground aquifers. This 
possibility is potentially the most serious, but also can be easily regulated. Governments must set 
standards for the treatment and permissible discharge of wastewater, and ensure that there is a 
monitoring system that enforces compliance.

Inducing seismic events
The evidence that fracking causes noticeable seismic events is based on a few instances where 
modest shocks have been felt in the vicinity of drilling operations, as well on the recognition that 
the fracturing of rocks is in effect a very small seismic event. Where a fracture intersects with a fault 
in the rock, a larger event may be caused. Similar issues occur with geothermal and deep mining 
WYVQLJ[Z��)LJH\ZL�ZOHSL�NHZ�KYPSSPUN�YLX\PYLZ�MYHJRPUN�MVY�L]LY`�^LSS��[OL�NLVSVN`�VM�[OL�WYVWVZLK�
drilling area must be carefully surveyed for the existence of deep faults. Careful monitoring for 
increased seismic activity is also a necessary precaution so that operations can be suspended if 
there appears to be an increase.

I. 

II. 

III. 

IV. 
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;OLZL� LU]PYVUTLU[HS� YPZRZ� HYL� UV[� WLJ\SPHY� [V� (MYPJH"� [OL`� HYL� SPRLS`� [V� IL� H� JVUJLYU�^OLYL]LY�
MYHJRPUN� PZ�JHYYPLK�V\[��9LN\SH[PVUZ�HUK�VMÄJPHS�TVUP[VYPUN�VM�JVTWSPHUJL�HUK�WLYMVYTHUJL�JHU�
avoid unnecessary environmental damage. Countries in Africa tend to have limited experience with 
environmental regulation and enforcement, yet in the case of shale gas this needs to be in place 
before any development drilling can take place, because the worst risk of environmental damage 
is when the initial fracking takes place. The US experience suggests that early practices were 
more damaging, as less care was taken with the very stages of drilling, and local communities and 
pressure groups were unaware of the potential damage that could occur. Lessons can be learned 
from the decade of US experience, and a series of good practices and associated regulations and 
monitoring can be articulated, as suggested by the IEA (2012).

���>OH[�PZ�WV[LU[PHS�PTWHJ[�VU�JSPTH[L�JOHUNL�VIQLJ[P]LZ�VM�NYLH[LY�\ZL�VM�ZOHSL�NHZ&
The impact of the greater use of shale gas on GHG emissions depends largely on which, if any, 
fuels it is replacing. As pointed out above, the lowering of the price of a fuel has two effects. First, 
more of the fuel is used, thus adding to the total amount of GHGs emitted. However, at the same 
time, the lower price caused by extra supplies of shale gas will lead to some fuel substitution. 
Depending on which fuel is substituted, there may be a reduction in the amount of GHGs emitted. 
;OL�THPU�PU[LY�M\LS�Z\IZ[P[\[PVU�PU�[OL�<UP[LK�:[H[LZ�^HZ�[OL�YLWSHJLTLU[�VM�JVHS�ÄYLK�NLULYH[PVU�
MYVT�VSKLY�HUK�SLZZ�LMÄJPLU[�WSHU[Z�I`�TVKLYU�NHZ�ÄYLK�JVTIPULK�J`JSL�WSHU[Z��:\JO�Z\IZ[P[\[PVU�
may have almost halved the emissions of GHGs associated with the production of a given amount 
of electricity. 

Two major factors help determine the extent to which there is a net reduction in GHG emissions from 
[OPZ�[`WL�VM�M\LS�Z\IZ[P[\[PVU��-PYZ[�PZ�[OL�HNL�HUK�LMÄJPLUJ`�VM�[OL�JVHS��VY�V[OLY��WSHU[Z�[OH[�HYL�YL[PYLK�
VY�TV[OIHSSLK��;OL�<UP[LK�:[H[LZ�PZ�UV[HISL�MVY�OH]PUN�THU`�VSK�HUK�PULMÄJPLU[�JVHS�WSHU[Z��):(�
(2012) reported that only 12% of plants located in “coal country” (20 Northeast and Midwest states) 
were less than 30 years old. Natural gas emits less CO2 when burned to achieve a given thermal 
OLH[�V\[W\[��NP]PUN�HU�HK]HU[HNL�VU�[OL�VYKLY�VM������/VUL��������>OLU�JVTI\Z[PVU�LMÄJPLUJPLZ�
KPMMLY�IL[^LLU�VSK�JVHS�ÄYLK�Z[H[PVUZ��HYV\UK������HUK�UL^�NHZ�ÄYLK�Z[H[PVUZ��HYV\UK�������[OPZ�
WYV]PKLZ�HU�V]LYHSS�YLK\J[PVU�VM�TVYL�[OHU�����PU�./.�LTPZZPVUZ��;OPZ�MHJ[VY�PZ�PUÅ\LUJLK�I`�[OL�
choice of fuel to be substituted.

The second factor, over which there is also some control, is the extent to which gas being recovered 
MYVT�H�^LSS�PZ�ÅHYLK�VY�]LU[LK��0U�WHY[PJ\SHY��]LU[PUN��^OPJO�YLSLHZLZ�TL[OHUL�PU[V�[OL�H[TVZWOLYL��
is seen to be especially damaging from a climate-change perspective. There is some uncertainty 
about the total emissions of methane from the life cycle of a shale gas well, and also about the 
exact contribution of methane to global warming. Methane stays in the atmosphere for a much 
shorter time than carbon dioxide (with a half-life of about 15 years, as opposed to 150 years) and 
it can be argued that the relevant comparison for current emissions is a time period of closer to 
20 years than 100 years, as was used by the Fourth Assessment Report of the Intergovernmental 
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Panel on Climate Change. On this basis, the global warming potential (GWP) of methane would be 
����YH[OLY�[OHU�����HUK�[OPZ�OPNOLY�ÄN\YL��JVTIPULK�^P[O�H�OPNO�WLYJLU[HNL�VM�TL[OHUL�LTPZZPVUZ�
as a percentage of total gas production, moves gas towards being as serious for GHG emissions 
as coal. The IEA (2012) shows that at a GWP of 72 and high methane emissions amounting to 
more than a 3% share of total gas production, gas breaks even with coal. At the normally accepted 
GWP of 25 and a methane share between 2 and 3%, gas has only 60% of the impact of coal. 
;OLZL�ÄN\YLZ�PUKPJH[L�[OL�PTWVY[HUJL�VM�JVU[YVSSPUN�]LU[PUN�HUK�ÅHYPUN�VM�NHZ�MYVT�HU`�^LSS��;OL�
best practice would be to recover and market gas produced during the completion phase of a 
^LSS��HUK�YLZ[YPJ[PVUZ�VU�]LU[PUN�HUK�ÅHYPUN�JHU�IL�\[PSPaLK�[V�YLK\JL�[OL�./.�LTPZZPVUZ��;OPZ�HSZV�
ZLY]LZ�[V�LTWOHZPaL�[OH[�[OL�./.�UL[�LTPZZPVUZ�^PSS�IL�SVJH[PVU�ZWLJPÄJ��KLWLUKPUN�IV[O�VU�[OL�
Z[YPJ[ULZZ�VM�JVU[YVSZ�V]LY�NHZ�ÅHYPUN�HUK�]LU[PUN��[OL�JVTI\Z[PVU�LMÄJPLUJ �̀�HUK�[OL�LTPZZPVUZ�
characteristics of fuels that are replaced by gas.

These factors, considered in the global context, will help to determine the future path of GHG 
emissions. In the base case considered by the IEA (2012), the combination of fuel substitution, 
particularly to coal, and the total increase in energy use due to the relative fall in prices of natural 
gas means that overall there will be only a small net reduction in the trend of GHG emissions, 
compared to earlier forecasts that ignored the growth in unconventional gas. The upshot of this 
is that the shale gas revolution, once the initial euphoria about it has been tempered by more 
extensive analysis of the type carried out by the IEA, is not likely to change concerns about global 
warming or to reduce pressure to take action. 

At a country level, the effect will depend heavily on the nature and size of fuel substitution. The 
<UP[LK�:[H[LZ�HUK�*OPUH��IV[O�OLH]PS`�KLWLUKLU[�VU�JVHS�ÄYLK�NLULYH[PVU��HYL�SPRLS`�[V�ZLL�[OL�[YLUK�
of emissions growth slow down, whereas countries that replace imported gas with domestically 
produced gas may see a slight growth in energy use and emissions due to lower gas prices. Within 
Africa, the possible advent of shale gas production used for export (such as might be the case 
for Algeria, Libya, and Egypt) would not add substantially to those countries’ GHG emissions, 
WYV]PKLK�[OH[�]LU[PUN�HUK�ÅHYPUN�HYL�JVUZ[YHPULK��;V�[OL�L_[LU[�[OH[�[OL�L_[YH�NHZ�Z\WWSPLZ�WLYTP[�
faster domestic growth, energy demand would rise and emissions would follow. Tunisia might tend 
to replace imported gas with cheaper domestic production, leading to small increases in growth, 
energy use, and emissions.

4VYVJJV� TH`� MHJL� H� TVYL� KPMÄJ\S[� ZP[\H[PVU�� 0[� OHZ� ILLU� MVSSV^PUN� HU� HTIP[PV\Z� WYVNYHT� VM�
increasing the share of power generation obtained from wind, solar, and hydro in order to reduce 
its dependence on expensive imported oil. The possibility of shale gas as an alternative source of 
production—cheaper than either oil or renewables—could slow the adoption of these renewable 
technologies. However, any shale gas production is likely to take several years to start and then 
to build up slowly. There is no immediate threat to the renewables program, and in the longer run 
it could be well complemented by the load-following characteristics of combined-cycle gas plants 
fueled by domestic production.
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South Africa is the country on the continent where the domestic production of shale gas could 
make the largest difference to GHG emissions. Coal accounts for more than 90% of fuel for 
power generation, with a small amount coming from nuclear and the rest from hydro and other 
renewables. At the same time, South Africa is looking to increase its power generation and has 
JVUZPKLYLK�I\PSKPUN�TVYL�JVHS�ÄYLK�WV^LY�Z[H[PVUZ�HZ�^LSS�HZ�U\JSLHY�WSHU[Z��;OL�H]HPSHIPSP[`�VM�
]LY`�SHYNL�X\HU[P[PLZ�VM�KVTLZ[PJ�NHZ�JV\SK�JOHUNL�[OPZ�WPJ[\YL�KYHTH[PJHSS �̀�;OL�NHZ�JV\SK�L]LU�
IL� JVTWL[P[P]L� ^P[O� TVKLYU� JVHS�ÄYLK� Z[H[PVUZ�� ^P[OV\[� THRPUN� HSSV^HUJL� MVY� [OL� LTPZZPVUZ�
differences between the two types of plants. The government has also expressed an ambition to 
make electricity generation “greener,” and gas could help support this goal.

���>OH[�YVSL�ZOV\SK�[OL�(MYPJHU�+L]LSVWTLU[�)HUR�WSH`�^P[O�YLZWLJ[�[V�ZOHSL�NHZ��HUK�^OH[�KVLZ�
this mean for its energy/strategy/policy with regards to future investment in the Africa energy 
PUK\Z[Y`&
The presence of shale gas has the potential to revolutionize the energy sector in several countries 
in Africa. This will present new opportunities for the AfDB to work with these countries to maximize 
[OL�ILULÄ[Z�VM�Z\JJLZZM\S�KL]LSVWTLU[�VM�[OL�ZOHSL�NHZ�YLZV\YJLZ��;OLZL�JV\U[YPLZ�JHU�IL�KP]PKLK�
into four groups for the purposes of considering AfDB strategy.

Existing large gas producers that may have shale gas prospects
;OL�ÄYZ[�NYV\W�VM� JV\U[YPLZ� [OH[�^V\SK�IL�HMMLJ[LK�I`�KL]LSVWTLU[�VM�KVTLZ[PJ� ZOHSL�NHZ�HYL�
the current substantial conventional gas producers: Algeria, Libya, and Egypt. Were shale gas 
[V�IL�MV\UK�PU�SHYNL�JVTTLYJPHSS`�YLJV]LYHISL�X\HU[P[PLZ�PU�HU`�VM�[OLZL�JV\U[YPLZ��P[�^V\SK�THRL�
a considerable difference to their development strategies. All three presently see exports of gas 
slowing down as reserves decline and domestic demand increases. Large additional supplies of 
gas would reverse this trend and lead to increased exports as well as boosting economic growth. 
The increased international gas competition would reduce revenue somewhat, but volume gains 
should offset gas prices that rise less rapidly than would otherwise have been the case. All of these 
countries have considerable domestic gas infrastructure that would make further development 
relatively simple, and have considerable experience with managing a gas industry.

The need for further advice on how to expand and develop the sector would be limited in the case 
of Algeria and Egypt, but in the case of Libya the recent regime change may present an opportunity 
for technical advice on management aspects of the sector. As the country regains political stability, 
it will be possible to discuss training needs with authorities. A broad approach, similar to that taken 
^P[O�4VaHTIPX\L�HUK�;HUaHUPH�[V�Z\WWVY[�[OLPY�UL^S`�KL]LSVWPUN�ZLJ[VYZ��JHU�HZZLZZ�ULLKZ�HUK�
potential support from other multilateral and bilateral development agencies. This could lead to a 
lending program similar to that being developed elsewhere, with emphasis on technical assistance 
and capacity building. The slow path to stability in Libya suggests that this scenario is not likely to 
happen soon, although even without shale gas discoveries there may be need for support in certain 
areas.
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All three countries lack experience with the environmental issues that would be raised by fracking. 
(�ÄYZ[�Z[LW�MVY�HU`�NV]LYUTLU[�OHZ�[V�IL�[V�PUMVYT�P[ZLSM�VU�[OL�WVZZPISL�KHUNLYZ�HUK�SPRLS`�PTWHJ[�
of fracking, good practices that could minimize such effects, the type of regulations that can be 
imposed in order to compel such practices, and monitoring to ensure that regulations are obeyed. 
The need for improved information will be shared by all countries in Africa that develop shale gas, 
HUK�[OPZ�WYLZLU[Z�H�\UPX\L�VWWVY[\UP[`�MVY�[OL�(M+)�[V�VMMLY�N\PKHUJL�HUK�HZZPZ[HUJL�[OH[�JV\SK�
lead to a lending program. A detailed review of these environmental issues, their probabilities, and 
WVZZPISL�ZVS\[PVUZ�JV\SK�IL�WYLWHYLK�MVY�H�YLNPVUHS�^VYRZOVW�[V�^OPJO�VMÄJPHSZ�VM�[OLZL�JV\U[YPLZ�
could be invited. A manual of good fracking practices, based on US experience, could provide a 
balanced view of the dangers and the steps needed to mitigate possible damages. This review 
could also serve as the basis for a public information campaign to help win acceptance for a 
fracking program. Once a government is willing to go ahead with exploration for and possible 
development of shale gas, it would also need to develop crucial environmental regulations and 
TVUP[VYPUN�[VVSZ��;OPZ�JV\SK�YLX\PYL�[LJOUPJHS�HZZPZ[HUJL�PU�[YHPUPUN�VM�Z[HMM"�KYHM[PUN�[OL�HWWYVWYPH[L�
LU]PYVUTLU[HS� YLN\SH[PVUZ�� PUJS\KPUN� LU]PYVUTLU[HS� WYV]PZPVUZ� PU� JVU[YHJ[Z� HUK� SPJLUZLZ"� HUK�
working with geophysical and other specialists to avoid fracking in areas susceptible to environment 
damage. An integrated work program would be needed before substantial development of shale 
gas can take place.

Countries that produce little or no gas but have shale gas prospects
(�ZLJVUK�NYV\W�VM�JV\U[YPLZ��;\UPZPH��4VYVJJV��4H\YP[HUPH��HUK�:V\[O�(MYPJH��OH]L�ILLU�PKLU[PÄLK�
as having shale gas prospects. In South Africa, the reserves may be so large that the country 
JV\SK�ILJVTL�H�Z\IZ[HU[PHS�NHZ�WYVK\JLY��^OPSL� PU�;\UPZPH�HUK�4VYVJJV� [OL� PKLU[PÄLK� YLZLY]LZ�
would dominate their current limited conventional reserves. These countries’ lack of experience 
with developing and sustaining a large-scale gas sector would provide a new challenge, especially 
in the case of South Africa, where the whole economy could feel the impact of a major energy 
KPZJV]LY �̀�1\Z[�HZ�^P[O�TVYL�LZ[HISPZOLK�NHZ�WYVK\JLYZ�� [OL�WV[LU[PHS�LU]PYVUTLU[HS�LMMLJ[Z�HYL�
HSYLHK`�\UKLY�W\ISPJ�KPZJ\ZZPVU��HUK�[OL�NV]LYUTLU[Z�ULLK�[V�YHWPKS`�LX\PW�[OLTZLS]LZ�[V�OVSK�H�
public debate, then to establish an action plan for regulations and staff training that would have to 
accompany any substantial development of shale gas.

These countries have twin needs—a technical assistance program of the traditional form aimed at 
sustainable development of the sector, and an environmental safeguards program similar to that 
suggested for existing large gas producers. The danger for such countries is if, in their need to 
develop a gas sector and support the economy, too much early emphasis is placed on development 
while environmental protection is delayed. This could run the risk of environmental “incidents,” such 
HZ�^H[LY�ZOVY[HNLZ��^H[LY�JVU[HTPUH[PVU��VY�SHYNL�ZJHSL�]LU[PUN��[OH[�HYL�KPMÄJ\S[�[V�HKKYLZZ�VUJL�
they have occurred and drawn the attention of the public and the government. A key role for the 
AfDB could be to enter into the debate at an early stage in order to persuade a government to 
simultaneously prepare for the development of a gas sector—and to ensure that development 
does not lead to substantial environmental damage.

An important issue arises in the case of Morocco, where a plan to substantially increase the share 
of renewables in power generation is underway. The advent of domestic shale gas could have a 
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large impact on this plan. The government would need to understand the extent to which shale gas 
would tend to undercut renewables because of its low costs and load-following characteristics, and 
the extent to which gas as a baseload fuel could support greater use of renewables. Assistance 
with the development of an expansion plan, allowing for the presence of gas, could become a high 
WYPVYP[`�PM�ZOHSL�NHZ�PZ�KPZJV]LYLK�PU�JVTTLYJPHS�X\HU[P[PLZ�

In all these countries, the development of large amounts of domestic gas production would also 
YLX\PYL�[OL�NV]LYUTLU[�[V�JYLH[L�H�I\ZPULZZ�WSHU�MVY�[OL�\ZL�VM�[OL�NHZ��*OVPJLZ�HTVUN�L_WVY[��
power generation, and other domestic industrial uses have to be considered, and governments 
might welcome technical assistance in creating a gas master plan and linked industrial strategy.

Gas producers without shale gas prospects
The third group of countries consists of those that are already producing conventional gas but 
OH]L�UV[�`L[�ILLU�PKLU[PÄLK�HZ�SPRLS`�ZV\YJLZ�MVY�ZOHSL�NHZ��;OL�WYPUJPWHS�^H`�PU�^OPJO�[OL�ZOHSL�
gas revolution might affect them is through the international market for traded gas. Already some 
PU[LYUH[PVUHS�WYPJLZ�HYL�YLÅLJ[PUN�[OL�PUJYLHZLK�<:�WYVK\J[PVU�VM�ZOHSL�NHZ��HUK�P[�JHU�IL�HU[PJPWH[LK�
that this trend will continue. The production of shale gas in other countries is much less certain, 
particularly as regards timing, but it appears likely that international prices will tend to be lower than 
[OL`�^V\SK�OH]L�^P[OV\[�ZOHSL�NHZ��;OPZ�^PSS�YLK\JL�[OL�YL]LU\L�HU[PJPWH[LK�MYVT�UL^�NHZ�ÄUKZ��
but estimates suggest that this effect will be modest, especially in the near future. Gas-producing 
JV\U[YPLZ�Z\JO�HZ�4VaHTIPX\L�HUK�;HUaHUPH��^OPJO�HYL�HU[PJPWH[PUN�PUJYLHZPUN�[OLPY�WYVK\J[PVU�PU�
the next few years, will need to do market analysis in order to ensure that their gas development 
Z[YH[LNPLZ� HYL� YVI\Z[� [V� Z\JO� WYPJL� JOHUNLZ�� :\JO� JV\U[YPLZ�TH`� YLX\PYL� HZZPZ[HUJL� [V� IL[[LY�
understand the future development of the various gas markets into which they sell.

Countries that do not produce or consume gas and have no shale gas prospects at present
(�ÄUHS�NYV\W�VM�JV\U[YPLZ��THPUS`�JVUJLU[YH[LK� PU� [OL� PU[LYPVY�VM� [OL�JVU[PULU[��ULP[OLY�WYVK\JL�
UVY�JVUZ\TL�UH[\YHS�NHZ�HUK�OH]L�UV[�ILLU�PKLU[PÄLK�HZ�OH]PUN�WYVZWLJ[P]L�ZOHSL�NHZ�YLZLY]LZ��
These countries will be largely unaffected by the shale gas revolution, seeing only marginal changes 
PU�[OL�WYPJLZ�VM�[OVZL�M\LSZ�[OL`�PTWVY[�HUK�VM�PU]LZ[TLU[�ÅV^Z�[V�[OL�LULYN`�\ZPUN�ZLJ[VYZ��6UL�
area of considerable interest to such countries is to improve their knowledge of their own geology 
and the potential for the presence of shale or conventional gas reserves. It is likely that interest will 
center on those countries with the best prospects, as indicated by the ARI study. Only where there 
is local information already available to the government or to exploration companies would there 
be immediate prospects for encouraging further efforts to improve the database and from there to 
possibly lead to exploration and development.

The AfDB and environmental safeguards
;OPZ�YLWVY[�OHZ�UV[LK�H[�ZL]LYHS�WVPU[Z�[OH[�[OL�LU]PYVUTLU[HS�YPZRZ�MYVT�MYHJRPUN�YLX\PYL�NV]LYUTLU[Z�
to develop regulations to minimize potential damage. It has also suggested that the AfDB could 
play an active role in supporting governments’ drafting and implementation of such regulations.
 There is also an issue of whether the AfDB’s own safeguards for lending and technical assistance 
WYVQLJ[Z�HKLX\H[LS`�HKKYLZZ�HSS�[OL�YPZRZ�WLJ\SPHY�[V�ZOHSL�NHZ�HUK�MYHJRPUN��-VY�L_HTWSL��JV\SK�
the Bank support a fracking project where no geological survey has been carried out to ensure 
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that the proposed well does not intersect a major seismic fault? It may be that such a safeguard 
should be insisted on before assistance is provided for shale gas exploration or development of 
shale gas. Clearly, the Bank would need to ensure that its own project safeguards take these risks 
into account.

7VZZPISL�ÄYZ[�Z[LWZ�MVY�[OL�(M+)
The potential discovery of shale gas reserves in a number of African countries presents an 
important challenge for the AfDB. On the one hand, such reserves may be substantial, or indeed 
]LY`�Z\IZ[HU[PHS��PU�ZVTL�JV\U[YPLZ��>LYL�[OL`�[V�IL�JVUÄYTLK�HUK�KL]LSVWLK��[OL`�̂ V\SK�OH]L�[OL�
WV[LU[PHS�[V�IYPUN�THQVY�ILULÄ[Z�[V�[OL�JV\U[YPLZ»�LJVUVTPLZ��6U�[OL�V[OLY�OHUK��[OL�KL]LSVWTLU[�
and production of shale gas presents major environmental challenges to an economy, and these 
could in some circumstances prove so overwhelming that it would be better for the government to 
ban the production of shale gas in high-risk areas. The decision on whether to go ahead should be 
made on an informed basis rather than giving way to excessive optimism or pessimism.

Governments and civil society are only just learning of the possible presence of shale gas reserves 
and the problems that may be attendant on production, and there may be confusion and uncertainty 
HIV\[�[OL�ILULÄ[Z�HUK�JVZ[Z��;OL�(M+)�JV\SK�HJ[�HZ�HU�¸OVULZ[�IYVRLY¹�I`�^VYRPUN�[V�LUZ\YL�[OH[�
governments with possible shale gas reserves are better informed and have access to the best 
information on possible environmental dangers, their possible remedies, and the type of legislation 
and regulations that would be needed to minimize the risks.

;OL�(M+)�JV\SK�WYVJLLK�^P[O�H�[^V�Z[LW�HWWYVHJO��;OL�ÄYZ[�Z[LW�^V\SK�IL�[V�VYNHUPaL�VUL�VY�
TVYL�YLNPVUHS�^VYRZOVWZ�MVY�[OL�JV\U[YPLZ�^OLYL�WVZZPISL�ZOHSL�NHZ�YLZLY]LZ�OH]L�ILLU�PKLU[PÄLK��
The workshops would bring together a group of experts on shale gas production and on the 
prevention and regulation of associated environmental damage.The experts would be selected 
in order to provide a balanced take, rather than pro-industry or anti-industry views. Government 
VMÄJPHSZ�^V\SK�IL� PU]P[LK�[V�H[[LUK�HUK�HSZV�[V�Z\ITP[� PU�HK]HUJL� PZZ\LZ�[OH[� [OL`�^V\SK�ÄUK� P[�
OLSWM\S�[V�KPZJ\ZZ��(�Z\IZ[HU[PHS�HTV\U[�VM�[OL�̂ VYRZOVW�JV\SK�IL�KL]V[LK�[V�X\LZ[PVU�HUK�HUZ^LY�
sessions in order to maximize knowledge transfer. The AfDB would also indicate its willingness to 
work with governments in determining whether they would go ahead with shale gas production 
and, if they decided to go ahead, how the Bank could support them.

The second step would depend on the governments’ reactions. Those that wished to go ahead 
TPNO[� YLX\PYL� [LJOUPJHS�HZZPZ[HUJL� MVY�Z[HMM� [YHPUPUN� PU� [OL�ZWLJPÄJZ�VM�ZOHSL�NHZ�WYVK\J[PVU�HUK�
[OL�HZZVJPH[LK�LU]PYVUTLU[HS� YLN\SH[PVUZ��)L`VUK�[OPZ�� [OL`�TPNO[� YLX\PYL�HZZPZ[HUJL� PU�KYHM[PUN�
regulations and establishing monitoring procedures. For certain governments with no experience 
in producing conventional gas (or oil), there would be a series of new technical issues related to the 
management of the sector. In all these cases, the AfDB could build on its recent experience with a 
number of hydrocarbon-producing countries and offer a technical assistance loan. In some cases 
[OLYL�TPNO[�L]LU�IL�H�YVSL�MVY�ÄUHUJPUN�PUMYHZ[Y\J[\YL�HZZVJPH[LK�^P[O�[OL�NHZ�KL]LSVWTLU[�
A separate area for assistance could be for governments that have geological information not 
H]HPSHISL� [V� (90�� 0U� ZVTL� JPYJ\TZ[HUJLZ� [OPZ� KH[H� TPNO[� IL� Z\MÄJPLU[� MVY� L_WLY[� JVUZ\S[HU[Z��
ÄUHUJLK�[OYV\NO�H�[LJOUPJHS�HZZPZ[HUJL�SVHU��[V�WYV]PKL�[OL�ZHTL�ZVY[�VM�LZ[PTH[LZ�MVY�[OL�JV\U[Y`�
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PU�X\LZ[PVU�HZ�(90�^HZ�HISL�[V�KV�MVY�V[OLYZ��;OL�]HS\L�VM�Z\JO�HU�L_LYJPZL�^V\SK�IL�PU�[OL�W\ISPJ�
release of the results, which could prompt the private sector to start exploring in areas the analysis 
ÄUKZ�[V�IL�WYVTPZPUN�MVY�[OL�WYLZLUJL�VM�Z\IZ[HU[PHS�X\HU[P[PLZ�VM�ZOHSL�NHZ��2
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Annex 1: Proven reserves, consumption and production of natural gas by country (bcm)

Country  Proven reserves as
1 1HU\HY �̀�����

 Consumption in
2010

 Production in
2010

 Trade
status

Algeria 4,452 28.5 83.7 NE
Angola 307 0.7 0.7 NT
Benin 1 0.0 0.0 NDP
Cameroon 134 - - -
(Congo (Brazzaville 90 0.9 0.9 NT
(Congo (Zaire 1 0.0 0.0 NDP
Egypt 2,162 45.6 60.6 NE
,X\H[VYPHS�.\PULH 36 1.6 6.7 NE
Ethiopia 25 0.0 0.0 NDP
Gabon 28 0.1 0.1 NT
Ghana 22 0.1 0.0 NI
Ivory Coast 28 1.6 1.6 NT
Libya 1,478 6.8 16.6 NE
Mauritania 28 0.0 0.0 NDP
Morocco 1 0.6 0.1 NI
4VaHTIPX\L 126 0.1 3.1 NE
Namibia 62 0.0 0.0 NDP
Nigeria 5,053 4.9 28.7 NE
Rwanda 56 0.0 0.0 NDP
Senegal 0 - - -
Somalia 6 0.0 0.0 NDP
South Africa 0 4.0 1.0 NI
Sudan 84 0.0 0.0 NDP
Tanzania 6 0.8 0.8 NT
Tunisia 64 3.2 2.0 NI
Uganda 14 0.0 0.0 NDP
Total Africa 14264 100 207 NE

Source: Ernst and Young (2012). Reserves taken from Oil and Gas Journal, consumption and production data from US Department of Energy.
Notes: NI = net importer, NE = net exporter, NT = no trade but domestic gas use; NDP = no consumption or production of gas. - = no data.
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