
 � A prolific region
 The Caspian is estimated to hold 48 billion barrels of oil and 8.3 tcm of gas in 

reserves, although the real figures may be higher, as limited exploration and 
territorial disputes have precluded assessment.

 � Current projects
 Existing production assets include Kazakhstan’s Kashagan, Azerbaijan’s ACG 

and Shah Deniz, Russia’s Filanovsky and Korchagin, and various fields in 
Turkmenistan.

 � Future prospects
 There is considerable growth potential in Kazakhstan and Russia, while new 

projects could also spring up in Azerbaijan, Iran and Turkmenistan.
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Description: The wider Caspian basin, includ-
ing both onshore and offshore fields in the 
five countries that share it – Azerbaijan, Iran, 
Kazakhstan, Russia and Turkmenistan – is con-
servatively estimated to have around 48 billion 
barrels of oil and 292 tcf (8.3 tcm) of natural gas 
in proven and probable reserves, on the basis of 
field-level data.

Around 41% of total Caspian crude oil and 
lease condensate (19.6 billion barrels) and 36% 
of natural gas (106 tcf, 3 tcm) exists in the off-
shore fields, according to this data, with an addi-
tional 35% of oil (16.6 billion barrels) and 45% 
of gas (130 tcf, 3.7 tcm) estimated to lie onshore 
within 160 km of the coast, particularly in Rus-
sia’s North Caucasus region.

The remaining 12 billion barrels of oil and 
56 tcf (1.59 tcm) of natural gas are believed to 
be variously located further onshore in the 
large Caspian Sea basin, mostly in Azerbaijan, 

Kazakhstan and Turkmenistan.
The area accounts for an average of 17% of  

the total oil production of the five littoral states 
that share its resources, on average totalling 2.5-
2.9 million bpd, although the proportion varies 
widely between the countries. Caspian fields 
comprise virtually all of the current oil output 
of Azerbaijan and Turkmenistan, whilst for Iran 
and Russia they comprise less than 1%.

As it stands, oil output targets for each coun-
try are set three months in advance, with all rev-
enues – usually at least 95% in US dollars and 
euros, but with some local currencies in the mix 
– paid into a central Caspian oil account, which 
is then split in equal proportions of 20% between 
the five littoral states.

Pros: The true oil and gas reserves figures may 
well be much higher than official estimates, 
as historical territorial disputes and limited 

Understanding the Caspian Basin
The region is home to several major oil and gas projects, although its true potential 
is not fully understood because of limited exploration and territorial disputes
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exploration in offshore areas have precluded 
definitive assessments of them.

Notably in this context, the US Geological 
Survey (USGS) estimates another 20 billion bar-
rels of crude oil and 243 tcf (6.9 tcm) of natural 
gas are conventional technically recoverable, but 
as yet undiscovered, resources, with around 65% 
of the undiscovered oil and 81% of the natural 
gas estimated to be in the South Caspian Basin.

The Arctic-like northern area of the Caspian 
Sea is also relatively unexplored, and USGS 
estimates significant amounts of undiscovered 
resources there as well. Additionally obscur-
ing the true figures is the fact that, aside from 
Azerbaijan’s oil production, the Caspian Sea was 
largely untapped until the collapse of the Soviet 
Union.

The Caspian basin area also offers a prime 
strategic location between both Asian and 
European markets, with rivers from the sea also 
discharging into Georgia, Armenia and Turkey, 
which has meant that for international oil com-
panies (IOCs) the high level of investment often 
required for exploration and development may 
often be mitigated by assistance from state-con-
trolled companies.

Cons: A key concern for IOCs remains the lack 
of clarity over the legal demarcation of different 
fields. Briefly, this is centred on whether the Cas-
pian water is defined as a ‘sea’ or a ‘lake’.

In the former’s case, coastal countries would 
apply the ‘United Nations Convention on the 
Law of the Sea’ (UNCLOS, 1982), in which event 
each littoral state would receive a territorial sea 
extending up to 12 nautical miles (22 km) from 
its coast, an exclusive economic zone (EEZ) up 
to 200 nautical miles (370 km), and a continental 
shelf.

In practice, this would mean that countries 
such as Turkmenistan and Azerbaijan would 
have exclusive access to offshore assets that Iran 
would not be able to access.

In the case of the latter – whose tenets cur-
rently informally prevail – the countries could 
use the international law concerning border 
lakes to set boundaries, by which each country 
effectively possesses 20% of the sea floor and sur-
face of the Caspian.

Iran is now in legal discussions with a major 
law firm in New York to lobby for a caveat in this 
arrangement. That is, that for two neighbour-
ing states (e.g. Iran and Azerbaijan), the one 
with easier-to-recover hydrocarbon resources 
receives 2.5% less out of its 20% cut of the rev-
enues (i.e. 17.5%), whilst its neighbour receives 
2.5% more (i.e. 22.5%).

Additionally, the difficulty in transporting 
Caspian energy resources increased substan-
tially with the dissolution of the USSR, as exports 
of oil and natural gas tended to rely on old Soviet 
pipeline networks, meaning high initial invest-
ment in related infrastructure.

Once constructed, as well, the cost of offshore 
projects remains relatively high in global terms, 

given that the Caspian Sea periodically freezes, 
forcing companies to use canals from the Black 
Sea to move drilling and maintenance equip-
ment to production areas near the affected basin.

Risk Level: Low. Whether or not Iran wins its 
legal challenge to adjust the current status quo, 
the potential of the Caspian basin area is too 
great, and its ability to generate hard currency 
earnings for the five littoral states too impor-
tant, for any of them to jeopardise the overall 
further exploration and development of the 
site.

Ever since a BP-led consortium signed the 
deal with Azerbaijan to develop the country’s 
offshore reserves and discovered the giant Aze-
ri-Chirag-Guneshli (ACG) field, the importance 
of estimated – and possible – reserves for both 
IOCs and for the five partners of the area has 
been clear, with the recent announcement from 
Kazakhstan’s Energy Ministry that production 
from the giant Kashagan offshore oilfield began 
in early October underlining the point.�
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