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Stirrings in the Land of What-Me-Worry? 

by Michael Vickerman 

October 6, 2005

After hibernating in America’s collective subconsciousness for 25 years, energy conservation is back in our thoughts again. Concepts such as carpooling, public transportation and lowering thermostat settings, which Bart Simpson would have dismissed a year ago as being “powerfully uncool,” have gained a new urgency as energy production companies tally up the damage from Hurricanes Katrina and Rita.

This shift in public attitude has not gone unnoticed by the White House. In the immediate aftermath of Hurricane Rita, President Bush urged Americans to become “conservers.” In offering that advice, the president stumbled over his words and frowned as if he were tasting Brussels sprouts for the first time. His facial gestures clearly communicated his own personal discomfort in sounding an appeal to conservation, which until now has not been a high priority of this Administration. Let’s not forget what his own Vice President said four years ago:  “Conservation may be a sign of personal virtue, but it is not sufficient as a sound basis for a comprehensive energy policy.” 

How heartening it is then, for those of us who remember the Carter years, to see the federal government once again counseling citizens to ease up on their energy use. But after 25 years of an energy policy that can be fairly described as “What Me Worry?”, we have dug ourselves into a very deep hole. Instead of preparing for future energy constraints, Americans put the pedal to the metal and never looked back. Until now. 

Like spendthrift heirs, we Americans spent the 20th century burning through our energy  inheritance, leaving as our “savings” the equivalent of loose change under the couch cushions.  From a supply perspective, this drawdown left us particularly unprepared for back-to-back hurricane strikes to the nation’s most productive energy complex. 

About 30% of the petroleum and 20% of the natural gas produced in this country come from the energy-rich waters off the Gulf Coast. Katrina and especially Rita wrought unprecedented damage to the infrastructure for extracting, gathering, preparing and placing into pipelines oil and natural gas from offshore. As of early October, more than two-thirds of this region’s productive capacity was shut down. This is not a happy prospect to confront as winter approaches. 

Restoring all that capacity—wells, drilling rigs, pipelines, and onshore gas processing plants--will be expensive and time-consuming. Some of the damaged platforms will be replaced; some won’t. Bottlenecks in the rebuilding effort abound in the form of power outages, equipment shortages, and not enough people. It’s a safe bet that extraction volumes from this region will never return to pre-Katrina levels. 

While much attention has been focused on refinery shutdowns crimping supplies of jet fuel, gasoline, and diesel oil, declining natural gas output has been largely off the media’s radar. This skewed coverage of the nation’s energy predicament highlights our collective blind spot to the inherent limitations of natural gas as a primary fuel. 

A little Natural Gas 101 is necessary to fully appreciate the bind we’re in. Unlike crude oil or its refined products, natural gas does not lend itself easily to overseas transport. Importing natural gas from, say, Trinidad or Indonesia requires specialized tankers that transport the fuel in a liquefied state. There are only four U.S. terminals--located in Georgia, Louisiana Maryland, and Massachusetts--where the liquefied natural gas (LNG) can be brought onshore and dispatched into the nation’s network of pipelines. 

Domestic sources account for 80% of the nation’s natural gas supply, followed by Canada at 16% and LNG at less than 4%. LNG’s currently modest contribution to U.S. supplies will doubtlessly grow, but not appreciably until 2008 at the earliest, when new terminals could be placed into service.

Even before Katrina struck, domestic extraction volumes were already tailing off, as were  the amounts of gas stored for winter use. Extraction volumes are now about 10% below what they were in mid-August. With Canada unable to increase exports, and imports from overseas unable to offset that volume of lost production, prices have nowhere to go but up.

Notwithstanding the difficulties involved in importing natural gas across oceans, the United States continues to increase its reliance on it for both heating buildings and generating electricity, and Madison is no exception to that trend. In our community, whether the new house is a 4,000 square-foot faux chateau or an Energy Star bungalow one-third the size, it will be heated with natural gas. Madison’s newest power station, which produces both electricity and steam for the University, is fueled with natural gas. 

Yet while this valuable fuel is used to heat more than half of all U.S. residences and generate nearly one-fifth of the nation’s electricity, there is no equivalent of a Strategic Petroleum Reserve for natural gas. Where is the Plan B in this picture?

We in Wisconsin like to think of ourselves as practical and forward-looking people, but in truth we have not prepared ourselves for the coming natural gas squeeze, which is likely to last through 2006. The Governor and the Legislature did the citizenry no favors earlier this year when they diverted more than 40% of the state’s energy conservation program funding into general revenues. Focus on Energy dollars support lighting retrofits, rooftop solar systems, and manure-based power systems throughout Wisconsin. Indeed, it is the only state program that can curb demand for natural gas both as a heating fuel and a source of power. 

In the short run, Wisconsin’s political leaders must adopt legislation to protect ratepayer-funded energy conservation funds from being spent on, say, nonrenewable fuels for state-owned heating plants. This was a key recommendation from a 25-member energy policy task force convened for the purpose of strengthening Wisconsin’s commitment to energy conservation and renewable energy. A comprehensive bill to translate those proposals into law should be introduced later this month. In our view there can be no higher energy priority in the current session than the passing of this bill.

Looking beyond the end of the legislative session next March, the state would be well-advised to evaluate its dependence on shrinking supplies of non-renewable fuels, natural gas being the most problematic among them. Hard questions need to be asked. If, for example, the availability of natural gas becomes an issue, does it make sense to heat garages, outdoor swimming pools and water parks with it? Would it make sense to power existing gas-fired generators with other fuels? How about running them less frequently as an economy and conservation measure? Has the time come for the state to adopt a  moratorium on new gas-fired generation?

Convening a task force to grapple with these and similar questions would be enormously helpful to public officials who are concerned about the current direction in energy policy. The sooner this effort is launched, the better for all.
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�Mick said to check this with Dave Blecker.
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