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IECAIECA’’s objective is to work with s objective is to work with 
Congress to implement policies Congress to implement policies 

that reduce greenhouse gas that reduce greenhouse gas 
emissions without loss of emissions without loss of 

manufacturing competitivenessmanufacturing competitiveness
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Who Are Who Are 
Energy Price Sensitive Industries?Energy Price Sensitive Industries?

Commercial &Commercial &
Consumer ProductsConsumer Products

Food ProductionFood Production
DetergentsDetergents
AutomobilesAutomobiles
ComputersComputers
ConstructionConstruction
Medical SuppliesMedical Supplies
PaintPaint
PharmaceuticalsPharmaceuticals
CosmeticsCosmetics
TelecommunicationTelecommunication

ConvertConvert 
toto

Building BlockBuilding Block 
IndustriesIndustries

ChemicalsChemicals
PlasticsPlastics
FertilizerFertilizer
Glass / ceramicsGlass / ceramics
BrickBrick
SteelSteel
AluminumAluminum
Pulp and PaperPulp and Paper
CementCement
Food ProcessingFood Processing
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Why Did These Industries Locate In Why Did These Industries Locate In 
The United States?The United States?

Access to the customers, quality of workforce, Access to the customers, quality of workforce, 
stability of government, reliable and globally stability of government, reliable and globally 
competitive energycompetitive energy

Resulted in longResulted in long--term investment in the U.S.term investment in the U.S.

Only one has changed significantly Only one has changed significantly 
……natural gas and electricity costs.natural gas and electricity costs.
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3.1 Million Manufacturing Jobs 3.1 Million Manufacturing Jobs 
LostLost 
(Millions)(Millions)

20002000 20012001 20022002 20032003 20042004 20052005 20062006 DifferenceDifference

17.217.2 16.416.4 15.215.2 14.514.5 14.314.3 14.214.2 14.114.1 --18%18%

Source: U.S. Dept. of Labor
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KEY POINTKEY POINT

The EIA model that is used to determine the cost of The EIA model that is used to determine the cost of 
climate legislationclimate legislation……would not have forecasted the would not have forecasted the 

lost of any of the 3.1 million manufacturing jobs!lost of any of the 3.1 million manufacturing jobs!

Reason: The EIA model does not have the ability to Reason: The EIA model does not have the ability to 
determine the profitability breakdetermine the profitability break--even point for even point for 

manufacturers. It cannot tell at what level energy manufacturers. It cannot tell at what level energy 
prices make companies unprofitable!   prices make companies unprofitable!   
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Natural Gas Prices Around the World Natural Gas Prices Around the World 
2006 Average2006 Average 

($US per million BTUs)($US per million BTUs)

USA: 
$7.90

Canada: $6.25 UK: $ 9.18

Belgium: $5.80

Russia: $1.25

Trinidad: $1.60
North Africa: $0.80

Japan: $4.55

South Korea: $9.08

Taiwan: $9.20

China: $4.21

India: $3.15

Bolivia: $1.65

Argentina: $1.60

Indonesia: $2.70
Singapore: $~7.00

Australia: $3.75

Iran: $1.25

Oman: $1.00

Turkey: $8.00

Belarus: $1.43

Industrial Energy Consumers of America
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When Plants Move Over Seas, They Often When Plants Move Over Seas, They Often 
Take Their Customers With ThemTake Their Customers With Them 

ExampleExample

EthyleneEthylene

Moving the Ethylene Cracker offshore increases Moving the Ethylene Cracker offshore increases 
the potential for all downstream industries to move also.the potential for all downstream industries to move also.

EthyleneEthylene
CrackerCracker

PropylenePropylene

PlasticPlastic 
PelletsPellets

ChemicalsChemicals

Fabricators:Fabricators:
ComputersComputers
TelephonesTelephones
Auto Auto 
BumpersBumpers
AppliancesAppliances

ChemicalChemical 
Processors:Processors:
DetergentsDetergents
FertilizerFertilizer
PaintPaint
CosmeticsCosmetics

RetailRetail
ConsumerConsumer

FeedstockFeedstock

Natural Natural 
GasGas

CrudeCrude
RelatedRelated
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The Industrial Sector is UniqueThe Industrial Sector is Unique

Our products are part of the solution: glass windows; Our products are part of the solution: glass windows; 
insulation; lighter vehicles; energy efficient appliances   insulation; lighter vehicles; energy efficient appliances   

Already has a price signalAlready has a price signal-- its called global competition. its called global competition. 
The only sector that requires globally competitive energy The only sector that requires globally competitive energy 

Compete globally and in an environment of unfair Compete globally and in an environment of unfair 
competition // Other countries subsidize energy and competition // Other countries subsidize energy and 
manufacturingmanufacturing

Unlike other sectorsUnlike other sectors……we rewe re--locate plants to be competitive  locate plants to be competitive  
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The Industrial Sector is Unique The Industrial Sector is Unique 

Energy is a significant cost of production and has resulted Energy is a significant cost of production and has resulted 
in continuous energy efficiency improvements in continuous energy efficiency improvements 

Outstanding energy efficiency success storyOutstanding energy efficiency success story-- total energy total energy 
consumption since 1973 is .015% less and total production consumption since 1973 is .015% less and total production 
has more than doubled! has more than doubled! 

(Key Point: Competition works: achieved without regulation)  (Key Point: Competition works: achieved without regulation)  

Mostly natural gas dependent as a fuel and feedstockMostly natural gas dependent as a fuel and feedstock

Some processes (aluminum, steel, some chemicals) are Some processes (aluminum, steel, some chemicals) are 
very electricity intensive  very electricity intensive  
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The Industrial Sector is UniqueThe Industrial Sector is Unique

Absolute GHG reductions are an Absolute GHG reductions are an 
exceptionexception……not a norm. Serving world not a norm. Serving world 
markets means increased product markets means increased product 
production and increased energy useproduction and increased energy use……thus thus 
the need for lower carbon energy supplythe need for lower carbon energy supply
Their products compete with one another for Their products compete with one another for 
markets (i.e. plastic, steel, paper, aluminum)markets (i.e. plastic, steel, paper, aluminum)
Significant energy efficient coSignificant energy efficient co--generators of generators of 
electricity and steam    electricity and steam    
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Industrial Sector Energy Industrial Sector Energy 
Consumption Consumption 

(Trillion (Trillion BtusBtus))

YearYear CoalCoal Natural GasNatural Gas RenewableRenewable
19751975 36673667 85328532 10961096
20002000 22562256 95009500 18281828
20062006 19381938 79697969 16401640

75 vs. 0675 vs. 06 --47%47% --6.6%6.6% +49.6%+49.6%

Source: EIA
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SectorSector 19801980 20052005 DifferenceDifference Net Net 
DifferenceDifference

ResidentialResidential 909909 12541254 38%38% 345345
CommercialCommercial 653653 10511051 61%61% 398398

IndustrialIndustrial 17881788 16821682 --6%6% --106106
TransportationTransportation 13861386 19591959 41%41% 573573

ElectricElectric 15291529 23752375 55%55% 846846

““TotalTotal”” (Direct & Indirect) Carbon (Direct & Indirect) Carbon 
Emissions by SectorEmissions by Sector 

(Million metric tons of carbon dioxide)(Million metric tons of carbon dioxide)

Source: EIA
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#1 Concern: Carbon caps will result in coal to #1 Concern: Carbon caps will result in coal to 
natural gas fuel switching by the power sectornatural gas fuel switching by the power sector

Increased power sector demand drives up natural gas and Increased power sector demand drives up natural gas and 
electricity prices for ALL consumers.electricity prices for ALL consumers.

Power sector natural gas demand up 19% since 2000 Power sector natural gas demand up 19% since 2000 
while natural gas production is down 4%: Residential while natural gas production is down 4%: Residential --12%; 12%; 
Commercial Commercial –– 9%; Industrial 9%; Industrial --19%19%

Proposed 2007 power plantsProposed 2007 power plants-- Natural gas 16,892 MW; Natural gas 16,892 MW; 
Coal 1,589 MW    Coal 1,589 MW    

Fuel switching happened under the EU ETS and had Fuel switching happened under the EU ETS and had 
nothing to do with the over supply of allowances   nothing to do with the over supply of allowances   
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EU Cap & TradeEU Cap & Trade
March 26, 2007March 26, 2007
Senate Committee on Energy & Natural Resources Senate Committee on Energy & Natural Resources 
Hearing on European Union's Emissions Trading SchemeHearing on European Union's Emissions Trading Scheme

Answer by Garth Edwards: Shell Oil, Trading Manager Answer by Garth Edwards: Shell Oil, Trading Manager ––
Environmental Products, London, EnglandEnvironmental Products, London, England

““The bulk of emission reductions in the EU are made The bulk of emission reductions in the EU are made 
actually by coal to gas (natural gas) fuel switching in actually by coal to gas (natural gas) fuel switching in 
power stations.power stations. AndAnd any price will start to change the any price will start to change the 
dispatch of powerdispatch of power plantsplants……and start change away from and start change away from 
coal into gas (natural gas)coal into gas (natural gas)..
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Electric utilities have alternatives Electric utilities have alternatives 
such as coal, nuclear and such as coal, nuclear and 

renewable energy renewable energy –– consumers consumers 
do not.do not.

Either increase natural gas supply or Either increase natural gas supply or 
reduce consumption by the power reduce consumption by the power 

sector!sector!
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Nothing in any of the proposed Nothing in any of the proposed 
climate legislation would prevent climate legislation would prevent 

fuel switchingfuel switching
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Planned Nameplate Capacity Additions Planned Nameplate Capacity Additions 
from New Generation (MW)from New Generation (MW)

Energy Energy 
SourceSource

20062006 20072007 20082008

CoalCoal 602602 15891589 10561056
PetroleumPetroleum 269269 7878 168168

Natural GasNatural Gas 1065710657 1689216892 1505015050
Other gasesOther gases 00 391391 11601160

NuclearNuclear 00 00 00
HydroHydro 88 33 44
Other Other 

RenewableRenewable
30273027 24542454 695695

TotalTotal 1457314573 2140721407 1813318133
Source: EIA
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Existing Electricity Generation Existing Electricity Generation 
Capacity 2005 (MW)Capacity 2005 (MW) 

Full utilization of the 436,991 MWs of natural gas fired power pFull utilization of the 436,991 MWs of natural gas fired power plant lant 
capacity would consume about 21 TCF of natural gas, an amount capacity would consume about 21 TCF of natural gas, an amount 

nearly equal to our national consumption.nearly equal to our national consumption.

Energy SourceEnergy Source Nameplate CapacityNameplate Capacity
CoalCoal 335,892335,892
PetroleumPetroleum 64,84564,845
Natural GasNatural Gas 436,991436,991
Other GasesOther Gases 2,2932,293
NuclearNuclear 105,585105,585
HydroHydro 77,35477,354
Other RenewableOther Renewable 23,55323,553
Pumped StoragePumped Storage 19,56919,569
OtherOther 928928
TotalTotal 1,067,0101,067,010

Source: EIA
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Natural Gas Fired Power Generation Natural Gas Fired Power Generation 
Impacts on All Consumers  Impacts on All Consumers  

A single 500 MW rankine cycle power A single 500 MW rankine cycle power 
plant (10,000 Btu/kwh) will use the plant (10,000 Btu/kwh) will use the 
equivalent natural gas volume used to equivalent natural gas volume used to 
fuel 842,308 homes each year.  fuel 842,308 homes each year.  
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Natural Gas Supply is Fragile Natural Gas Supply is Fragile 

Reserve production capacity is almost nonReserve production capacity is almost non--
existent!existent!
Inventory levels are good. Worry about hot Inventory levels are good. Worry about hot 
summers / cold winters / hurricanessummers / cold winters / hurricanes
Supply is down 4 % since year 2000 despite Supply is down 4 % since year 2000 despite 
record well completionsrecord well completions
Canadian imports Canadian imports –– down by 4.9% since 2001down by 4.9% since 2001
New Gulf of Mexico leases New Gulf of Mexico leases –– no supply impact for no supply impact for 
next five years or sonext five years or so
Alaska Pipeline Alaska Pipeline –– no progress no progress -- 2017 at earliest2017 at earliest
LNGLNG-- Unreliable. New cartel is on horizonUnreliable. New cartel is on horizon
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Natural Gas ProductionNatural Gas Production 
(Volumes in Trillion Cubic Feet)(Volumes in Trillion Cubic Feet)

20002000 20012001 20022002 20032003 20042004 20052005 20062006 DifferenceDifference

Dry Dry 
ProductionProduction 19.219.2 19.619.6 18.918.9 19.119.1 18.618.6 18.118.1 18.518.5 -- 4%4%

Source: EIA
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Natural Gas Consumption by End UseNatural Gas Consumption by End Use 
(Trillion Cubic Feet)(Trillion Cubic Feet)

20002000 20012001 20022002 20032003 20042004 20052005 20062006 DifferenceDifference
Total Total 

ConsumptionConsumption
21.521.5 22.222.2 23.023.0 22.322.3 22.422.4 22.222.2 21.921.9 +1.9%+1.9%

ResidentialResidential 5.05.0 4.84.8 4.94.9 5.15.1 4.94.9 4.84.8 4.44.4 --12%12%

CommercialCommercial 3.23.2 3.03.0 3.13.1 3.23.2 3.13.1 3.13.1 2.92.9 --9%9%

IndustrialIndustrial 8.18.1 7.37.3 7.57.5 7.27.2 7.27.2 6.76.7 6.66.6 --19%19%

Electric Electric 
PowerPower

5.25.2 5.35.3 5.75.7 5.15.1 5.55.5 5.95.9 6.26.2 +19%+19%

Source: EIA
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Electric Power Research InstituteElectric Power Research Institute

““Even though natural gas is used to produceEven though natural gas is used to produce
only 20 percent of the electricity, it accountsonly 20 percent of the electricity, it accounts
for 55% of the electric industryfor 55% of the electric industry’’s entire fuel s entire fuel 
expense ($50B out of $91B).expense ($50B out of $91B).””
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20002000 20012001 20022002 20032003 20042004 20052005 20062006 % % 

ResidentialResidential 8.248.24 8.588.58 8.448.44 8.728.72 8.958.95 9.459.45 10.4010.40 +26%+26%

CommercialCommercial 7.437.43 7.927.92 7.897.89 8.038.03 8.178.17 8.678.67 9.369.36 +26%+26%

IndustrialIndustrial 4.644.64 5.055.05 4.884.88 5.115.11 5.255.25 5.735.73 6.096.09 +31%+31%

Source: EIA

Electricity Retail Prices Electricity Retail Prices 
(cents per kwh, including taxes)(cents per kwh, including taxes)
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20002000 20012001 20022002 20032003 20042004 20052005 20062006 DifferenceDifference

ResidentialResidential 7.87.8 9.69.6 7.97.9 9.69.6 10.810.8 12.812.8 13.813.8 +77%+77%

CommercialCommercial 6.66.6 8.48.4 6.66.6 8.48.4 9.49.4 11.611.6 12.012.0 +82%+82%

IndustrialIndustrial 4.54.5 5.25.2 4.04.0 5.95.9 6.56.5 8.68.6 7.97.9 +76%+76%

Electric Electric 
PowerPower 4.44.4 4.64.6 3.73.7 5.65.6 6.16.1 8.58.5 7.17.1 +61%+61%

Source: EIA

Natural Gas PricesNatural Gas Prices 
(Dollars per Thousand Cubic Feet)(Dollars per Thousand Cubic Feet)
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All energy costs are passed on to All energy costs are passed on to 
the consumer:the consumer:

Consumers paid $76 billion more in 2006 for Consumers paid $76 billion more in 2006 for 
natural gas and $65 billion more for natural gas and $65 billion more for 
electricity electricity ------EIA did not forecast these EIA did not forecast these 
increases!!increases!!

Rightfully so, we are concerned about the Rightfully so, we are concerned about the 
cost implications of climate policy cost implications of climate policy 
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#2 Concern: EIA NEMS model under #2 Concern: EIA NEMS model under 
estimates the cost of climate legislationestimates the cost of climate legislation

Penn State professorPenn State professor’’s analysis proves EIA s analysis proves EIA 
model produces model produces systematicallysystematically flawed data flawed data 
that significantly under estimates the cost of that significantly under estimates the cost of 
climate legislationclimate legislation
EIA model EIA model –– Over estimates natural gas Over estimates natural gas 
production; under estimates natural gas production; under estimates natural gas 
consumption by the power sector; over consumption by the power sector; over 
estimates LNG imports; and under estimates LNG imports; and under 
estimates prices   estimates prices   
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#3 Concern: Caps do not remove government or #3 Concern: Caps do not remove government or 
technology barriers to increased supply of affordable technology barriers to increased supply of affordable 

low carbon energylow carbon energy

Caps do not:Caps do not:
Increase supply of domestic natural gasIncrease supply of domestic natural gas
Increase LNG import terminalsIncrease LNG import terminals
Increase the building of nuclear plantsIncrease the building of nuclear plants
Resolve the nuclear waste issueResolve the nuclear waste issue
Build IGCC plants or carbon captureBuild IGCC plants or carbon capture
Build transmission and distribution linesBuild transmission and distribution lines
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Concern #4: Climate policy should not Concern #4: Climate policy should not 
subsidize foreign imports of energy intensive subsidize foreign imports of energy intensive 

productsproducts

1:00 to 1:40 panel will address1:00 to 1:40 panel will address
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In a carbon constrained US and In a carbon constrained US and 
without increased supply of without increased supply of 

affordable low carbon energy, affordable low carbon energy, 
energy price sensitive manufacturers energy price sensitive manufacturers 

will relocate  will relocate  

This will free up energy supply for all This will free up energy supply for all 
other consumers but at the price of other consumers but at the price of 

exporting jobs, GHGs and economic exporting jobs, GHGs and economic 
securitysecurity
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Sound Federal Climate Policy Sound Federal Climate Policy 
Recognizes that each sector is significantly Recognizes that each sector is significantly 
different and needs tailored incentives. Not different and needs tailored incentives. Not 
one size fits all (cap & trade) one size fits all (cap & trade) 

Recognize the efficiency gains/ghg Recognize the efficiency gains/ghg 
reductions already achieved   reductions already achieved   

If a mandate, preempts state lawIf a mandate, preempts state law
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Policies That Help the Industrial Policies That Help the Industrial 
Sector to Reduce GHGs Sector to Reduce GHGs 

Greater use of existing technologiesGreater use of existing technologies::
Capital stock turnoverCapital stock turnover-- tax incentives; tax incentives; 
economic growtheconomic growth
Increased use of coIncreased use of co--generationgeneration

New technologiesNew technologies::
Federal R&D programsFederal R&D programs
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Five Climate OptionsFive Climate Options

Global mandatory reporting for entities  Global mandatory reporting for entities  
Remove government and technology Remove government and technology 
barriers that increase affordable and reliable barriers that increase affordable and reliable 
supply of low carbon energysupply of low carbon energy
GHG intensity incentives/mandates by GHG intensity incentives/mandates by 
sectorsector
Carbon taxesCarbon taxes
Cap & TradeCap & Trade
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Mandatory GHG reportingMandatory GHG reporting-- A first A first 
step to a global solutionstep to a global solution

““Cannot manage what you do not measure!Cannot manage what you do not measure!””
No one really knows how much is being No one really knows how much is being 
emitted by developing countries emitted by developing countries 
If entities will not report, they surely will not If entities will not report, they surely will not 
reduce ghg emissionsreduce ghg emissions
UNFCCC UNFCCC -- top priority should be to first top priority should be to first 
require large ghg emitters to reportrequire large ghg emitters to report



3838

Remove government and technology barriers Remove government and technology barriers 
that increase affordable and reliable supply of that increase affordable and reliable supply of 

low carbon energylow carbon energy
Neither cap and trade nor carbon taxes remove Neither cap and trade nor carbon taxes remove 
existing government or technology barriers to existing government or technology barriers to 
increased supply.increased supply.

Technology Technology -- US gains competitive advantage: US gains competitive advantage: 
results in cost effective ghg emission reductions; results in cost effective ghg emission reductions; 
cap may not be necessary; reap benefits of cap may not be necessary; reap benefits of 
supplying the world with technology. A winning supplying the world with technology. A winning 
solution.solution.
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GHG intensity incentives/mandates GHG intensity incentives/mandates 
by sectorby sector

Tailor incentives for each sector for most Tailor incentives for each sector for most 
cost effective and less disruptive outcomecost effective and less disruptive outcome

MandatesMandates-- only a tool if incentives are not only a tool if incentives are not 
successful  successful  

Sector approach avoids upsetting Sector approach avoids upsetting 
competitiveness between industrial sectors   competitiveness between industrial sectors   
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Carbon taxesCarbon taxes

Less disruptive (versus cap and trade) in Less disruptive (versus cap and trade) in 
upsetting competitiveness between sectors upsetting competitiveness between sectors 
and the economyand the economy-- All pay same rateAll pay same rate

Transparent, no gaming, no manipulation.Transparent, no gaming, no manipulation.

Easier to manage for purposes of pricing Easier to manage for purposes of pricing 
products and capital planning vs C&Tproducts and capital planning vs C&T
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Carbon TaxesCarbon Taxes

Alternative to carbon taxes Alternative to carbon taxes -- Raise funds for Raise funds for 
technology development by increased technology development by increased 
access to the Outer Continental Shelf. access to the Outer Continental Shelf. 
Raises federal royalty income and Raises federal royalty income and 
simultaneously increases supply of natural simultaneously increases supply of natural 
gas gas 
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Cap & TradeCap & Trade

For manufacturing, creates significant For manufacturing, creates significant 
winners and losers. winners and losers. 
Either restricts production or increases Either restricts production or increases 
energy/compliance costsenergy/compliance costs
Creates greater uncertainties than Creates greater uncertainties than 
alternative policies for pricing products and alternative policies for pricing products and 
capital planning  capital planning  
High potential for job offHigh potential for job off--shoringshoring
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Cap & TradeCap & Trade

Largely nonLargely non--transparent costs of compliance transparent costs of compliance 
and implications and implications 
Most, unable to compete with regulated Most, unable to compete with regulated 
utilities for carbon   utilities for carbon   
Potential for manipulation, fraudPotential for manipulation, fraud
Gives international companies advantages Gives international companies advantages 
over domesticover domestic--only companiesonly companies
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Cap & TradeCap & Trade

CDM viewed by many as subsidizing CDM viewed by many as subsidizing 
industrial competitors in developing industrial competitors in developing 
countries countries 
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Thank YouThank You
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