
an anyone say with a straight face that we are bet-
ter off today energy-wise than we were four years
ago?” That was the opening salvo fired by Red
Cavaney, President and CEO of the American
Petroleum Industry, at a meeting January 18th

hosted by the United States Energy Industry Association in
Washington, DC.  The aim was to examine the state of energy and
electrical power in the USA. It wasn’t necessarily a pretty picture.

“The sad fact is that the current policy framework does not
deliver as promised.  The net effect of implementation of current oil
and natural gas policy is to decrease reliance on U.S. production and
actually increase dependence on foreign imports,” said Cavaney.

The USA, the world’s energy glutton, will continue to feast.
Unfortunately, the USA no longer feasts alone...China and India
have waddled to the table. “China accounted for more than half of
world oil demand growth in 2002 and 2003,” said Cavaney, and
other industry experts anticipate the emergence of Chinese and
Indian oil companies as global players over the next 10 years.

“These global realities underscore the need for action to meet
the energy challenges facing the USA,” said Cavaney, pointing that
doing nothing is not cheap. “What’s so difficult to understand is
how we could have had four years of inaction on energy at a time
when the nation has been beset with energy problems.”

To illustrate his point, Cavaney said GDP growth already lags
one-half to a full percentage point due to the absence of a compre-
hensive energy policy.  And there are many other manifestations:
gasoline and diesel price spikes; declining U.S. natural gas produc-
tion in the face of increased demand and resulting price volatility;
soaring heating oil prices; and blackouts.

“Clearly, action on energy policy is long overdue,” Cavaney
said, emphasizing that Congress needs to approve a comprehensive
national energy policy that ensures diverse energy supply, promotes
energy efficiency, new technologies, conservation, and environmen-
tally compatible production. By way of solutions, Cavaney pointed
to opening up Federal lands for exploration and to increased import
capacity for LNG.

Predominantly in the mountain west, Alaska and offshore, lie
most of the nation’s undiscovered oil and natural gas--80 and 59 %
respectively, Cavaney said. Accessing these properties could result
in 125 trillion cubic feet.

In addition, importing LNG is absolutely critical to meeting
projected natural gas demand.  According to DOE, LNG currently

provides 2 % of the nation’s natural gas, a figure that could rise to
21 % by 2025. 

A critical issue that emerged during the 1990s was the rise in
natural gas price which has jumped from $2 mcf (million cubic feet)
to $5 to $6 in early 2005 with occasional spikes over $10.  The U.S.
has proven resources that would last 60 years at the current rate of
consumption, says David Parker, President & CEO of the American
Gas Association. “We are not running out of natural gas, we are run-
ning out of the ability to access that natural gas.  How do we allow
our producers to go in and access that natural gas so it then can be
developed and provided to our customers?”

Reviewing the drilling moratoria that exist for offshore proper-
ties, expediting the permit process for the development of coalbed
methane and the siting of new LNG facilities as well as an Alaskan
gas line and the development of methane hydrate areas are some of
the near- and long-term options suggested for the U.S. by Mr.
Parker.  

Looking ahead to 2020 and 2025, Parker anticipates that power
generation will increase to about 25 % of the total use of natural
gas--i.e., two-thirds of the total projected growth in its use will be
for generating electric power. 

Skip Horvath, President & CEO of the Natural Gas Supply
Association, emphasized the need for “letting the market work.”
“Customers are clearly choosing their fuels based on their available
options, including price and reliability, as the market has presented
it,” he said. As an example he pointed to recent growing interest in
coal gasification from investors and from electric utilities as the
market decides what are viable options.  “That is the way it should
be.”

It should be that way according to Horvath because it presents
an opportunity to save consumers money.  “We can save consumers
$300 billion in natural gas prices alone over the next 20 years if we
could just increase the domestic supply of natural gas.” Instead, he
says, the U.S. de facto national policy suppresses supply and pro-
motes demand for natural gas and other fuels.

Horvath adds that a balanced future that includes increased
energy efficiency, immediate development of new resources, and
flexibility in fuel choice, according to a National Petroleum Council
study, could save consumers a trillion dollars in natural gas costs
alone over the next 20 years.  “That’s a lot of money. $300 billion of
that was on the supply side, but $700 billion is from efficiency—
using less natural gas. That’s good because that’s the market at work.”
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