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EXECUTIVE SUMMARY

THE SHORTAGE

- The natural gas shortage has been grbwing rapidly.

-]

In 1970, curtailments were 0.1 Tcf or less than 1
percent of consumption. Last year curtailments were
up to 2.0 Tcf or 10% of total demand.

For 1975 they are forecast to increase by 45% to 2.9
Tcf (about 15 percent of demand).

- The shortage is most severe in the wintef.

]
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This winter curtailments will be 1.3 Tcf, up from
1.0 Tcf last winter. This lower than expected
increase is due to the lag in demand growth as the
economy begins its upswing.

A very cold winter (once every 10 years) would raise
the shortage to about 1.45 Tcf.

- Even with natural gas deregqulation, which is the greatest
potential policy solution, shortages can be expected
to grow in each succeeding winter for several years and
could approach 1.9 Tcf in the 1976/77 heating season.

ECONOMIC IMPACT THIS WINTER

- Because of the economic slowdown and much higher prices,

no shortage and possibly a surplus exists in the intrastate

markets, primarily Louisiana, Texas, and Oklahoma.

- Economic impacts last winter were very scattered and not
significant nationwide. This was due to:

]

Alternate fuels were available and many gas consumers
switched to propane and oil.

The economic slowdown and mild weather reduced demand.

Conservation programs were implemented in some local
areas.

Some emergency natural gas deliveries were allowed
under existing FPC authorities.



-2~

- To the extent there were economic impacts, they were
localized mainly in eastern and midwestern states.

- This coming winter the shortage will increase by about
0.3 Tcf and this increment is probably the most accurate
measure. of economic impact.

- This shortage is likely to be focused in about 10-15

states including the mid-Atlantic coast (from New York

to South Carolina), and others such as Ohio, West Virginia,

Pennsylvania, and Kentucky.

® The potential economic impact is concentrated in these
states because the particular pipelines in these areas
are the most short of supply and because of a higher
concentration of industrial use in some of these areas.

Local communities within these states are likely
to feel an even greater impact where a factory,
which is a major employer, may be forced to shut
down or reduce output.

- The economic impact could be magnified many fold by
a concurrent Arab embargo, as alternate fuels would
be unavailable.

NEXT STEPS

~ The President will announce his decisions on policy actions
to mitigate the shortage within the next few weeks.

- PFEA has made available to the States its preliminary
assessment of the natural gas shortage. In about a
month, the FEA will produce and make available the
first results from its more sophisticated and continuing
data and forecasting systems before the start of the
heating season. These systems will assess the size of
the shortage for each major distributor of gas in the
country, each end user's alternate fuel capability
and will forecast the shortage reglonally based upon
economic and weather conditions.
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produce 60 million cubic feet of gas per day. Since

April 1974, it has accepted no orders for new or expanded
service from commercial or industrial users.

Alternate Capability

The Maryland Energy Policy Office has notified all 341 inter-
ruptible customers in the state that they should secure
alternate fuel supplies for this winter. The office has
completed a breakdown of anticipated alternate fuel demand
throughout the state. In addition, it sent questionnaires

to all industrial firms using over 900 Mcf of gas per year

to determine alternate fuel capability in the industrial
sector.

The Metropolitan Washington Council of Governments has met
with Washington Gas Light Company to discuss projected
natural gas curtailments this winter. The Council has
developed an area-wide plan to deal with different levels
of possible curtailments.
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COUNTIES WITH CONCENTRATION OF
NATURAL GAS-CONSUMING INDUSTRIES
{SEE EXHIBIT ATTACHED)






