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Abstract

Sri Lanka’s commercial energy supply is overly dependant on oil and oil related energy.
Therefore, the economy is vulnerable to price fluctuations in the international oil market.
This thesis seeks to explore the viability of adding Natural Gas to the Sri Lankan energy mix
to reduce oil dependence. It has been argued by some that Natural Gas is not an option for
Sni Lanka because the size of its energy market cannot support an economically viable
Natural Gas industry. In response, three possible future market scenarios are developed in
this thesis. Based on international best practices this thesis also proposes an ideal market
structure for the Natural Gas Industry, including demarcation of roles for ex ante and ex post
regulation. As a greenfield industry, Natural Gas provides unique opportunities for market
design. The final conclusion is that there is potential for Natural Gas in Sri Lanka in high
economic growth scenarios of 8 -10 per cent of economic growth per annum. The last chapter
discusses the importance of regional cooperation in South Asia for fulfilling the energy needs

of the country.
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