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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



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.



Natural Gas Price History Natural Gas Price History 
(average annual wholesale prices / year )(average annual wholesale prices / year )
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Impact of High Natural Gas and Impact of High Natural Gas and 
Electricity PricesElectricity Prices

Major reason for loss of 3.1 million high Major reason for loss of 3.1 million high 
paying manufacturing jobs (18%) since year paying manufacturing jobs (18%) since year 
20002000

Continued dismantling of manufacturingContinued dismantling of manufacturing

Increased trade deficit via imports of Increased trade deficit via imports of 
manufactured goods / Balance of payments   manufactured goods / Balance of payments   



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



World Natural Gas CostsWorld Natural Gas Costs 
$U.S./MMBtu (wholesale prices)$U.S./MMBtu (wholesale prices)

Where willWhere will manufacturingmanufacturing go?go?

U. S.
$6.10+

Trinidad
$1.60

N.
Africa
$0.80

Russia
$0.80

Indonesia
$2.70

Middle East
$0.60

Venezuela
$0.70

W. Europe
~$5.25

Argentina
$1.10

Ukraine
$1.50 China

$4.05



Natural Gas Crisis Natural Gas Crisis -- What Are The What Are The 
Issues?Issues?

The US price of natural gas has, on average been The US price of natural gas has, on average been 
the highest in the world since 2000.the highest in the world since 2000.

Consumers paid $76 Billion more in 2006 versus Consumers paid $76 Billion more in 2006 versus 
2000 for natural gas2000 for natural gas……and $65 billion more for and $65 billion more for 
electricity.  electricity.  

Manufacturing is the most price sensitive sector. Manufacturing is the most price sensitive sector. 
Higher prices mean loss of competitiveness Higher prices mean loss of competitiveness ––
plant shutdowns.plant shutdowns.



Natural Gas Crisis Natural Gas Crisis -- What Are The What Are The 
Issues?Issues?

Natural gas demand by the power sector is Natural gas demand by the power sector is 
driving up the price for driving up the price for allall consumers.consumers.

Natural gas demand by power sector is up Natural gas demand by power sector is up 
19 % since 2000. EIA forecasts continued 19 % since 2000. EIA forecasts continued 
higher demand, even without climate higher demand, even without climate 
mandates.mandates.

Electric utilities have alternatives such as Electric utilities have alternatives such as 
coal, nuclear and renewable energy coal, nuclear and renewable energy ––
consumers do notconsumers do not



Natural Gas Crisis Natural Gas Crisis -- What Are The What Are The 
Issues?Issues?

Climate policy Climate policy must notmust not result in electric result in electric 
utility fuel switching from coal to natural gas.  utility fuel switching from coal to natural gas.  
All consumers will suffer.All consumers will suffer.

Climate policy must not subsidize imports of Climate policy must not subsidize imports of 
energy intensive products.energy intensive products.

The real solution to reducing GHG The real solution to reducing GHG 
emissions is not capsemissions is not caps……but increasing the but increasing the 
supply of low carbon intensive energy.supply of low carbon intensive energy.



Climate Cap & Trade PolicyClimate Cap & Trade Policy

Caps do not remove the government, Caps do not remove the government, 
market or technology barriers to increased market or technology barriers to increased 
supply of low carbon intensive energy.supply of low carbon intensive energy.

Does not recognize that energy markets are Does not recognize that energy markets are 
not not ““free marketsfree markets”…”…but constrained by but constrained by 
government barriers.government barriers.

Does not recognize that other countries will Does not recognize that other countries will 
not play fair. Will subsidize their energy and not play fair. Will subsidize their energy and 
manufacturing industries. manufacturing industries. 



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



Natural Gas Supply is Fragile Natural Gas Supply is Fragile 

There is no reserve production capacity!There is no reserve production capacity!
Inventory levels ok for now. Worry about hot Inventory levels ok for now. Worry about hot 
summer / cold winters / hurricanessummer / 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 yearsnext five years
Alaska Pipeline Alaska Pipeline –– no progress no progress -- 2017 at earliest2017 at earliest
LNG producing countries creating a new cartelLNG producing countries creating a new cartel



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



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)



Natural Gas Consumption by End UseNatural Gas Consumption by End Use 
(Million Cubic Feet)(Million 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



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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MA: 16.08 cents per kwhr



MA Manufacturing Employment
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As Natural Gas Prices Go UpAs Natural Gas Prices Go Up……So So 
Does the Cost of Electricity ($/MWH)Does the Cost of Electricity ($/MWH)

NuclearNuclear CoalCoal Natural GasNatural Gas NonNon--Hydro RenewableHydro Renewable

$13.54$13.54 $20.80$20.80 $49.51$49.51 $68.00$68.00

Source: EIA



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 used to fuel equivalent natural gas used to fuel 
842,308 homes each year.  842,308 homes each year.  



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).””





Industrial Energy Consumers of Industrial Energy Consumers of 
AmericaAmerica

IECA is a 501 ( C ) ( 6 ) nonprofit organization IECA is a 501 ( C ) ( 6 ) nonprofit organization 
created to promote the interests of manufacturing created to promote the interests of manufacturing 
companies for which the availability, use and cost companies for which the availability, use and cost 
of energy, power or feedstock play a significant of energy, power or feedstock play a significant 
role in their ability to compete in domestic and role in their ability to compete in domestic and 
world markets. IECA does not have a PAC.world markets. IECA does not have a PAC.

www.iecawww.ieca--us.orgus.org
202202--223223--1661 1661 

http://www.ieca-us.org/
http://www.ieca-us.org/
http://www.ieca-us.org/
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