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DISCLAIMER

This report was prepared as an account of work sponsored by an agency of the United States
Government. Neither the United States Government nor any agency thereof, nor any of their
employees, makes any warranty, express or implied, or assumes any legal liability or responsibility for
the accuracy, completeness, or usefulness of any information, apparatus, product, or process disclosed,
or represents that its use would not infringe privately owned rights. Reference herein to any specific
commercial product, process, or service by trade name, trademark, manufacturer, or otherwise does not
necessarily constitute or imply its endorsement, recommendation, or favoring by the United States
Government or any agency thereof. The views and opinions of authors expressed herein do not
necessarily state or reflect those of the United States Government or any agency thereof.
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1     Key Trends and Drivers
The trends and drivers that will shape the future of natural gas are unusually complex.  As the natural gas
industry restructures, the traditional industry segments – producers, pipeline companies, local distribution
companies, and equipment suppliers – will likely realign to take advantage of new market and profit
opportunities.  Projected growth in gas use by power producers is complicated by restructuring that is
occurring within the electric industry.  Furthermore, increasing pressure to improve air quality and reduce
greenhouse gas emissions has created new opportunities for using natural gas as a solution or transition fuel. 
Finally, if projections for gas are accurate, the physical infrastructure may be insufficient to accommodate the
industry’s growth.  

The key trends and drivers affecting the natural gas industry include markets and customers, climate change,
environment, technology, regulations and public policy, electric utility trends, and gas industry restructuring. 
Each of these is summarized below.

Markets and Customers

U.S. natural gas production and consumption are expected to increase in the next 10 to 20 years, while prices
are expected to remain low.  Demand estimates range from 29 to 33 tcf/year by 2015 under a business-as-
usual scenario, compared to 22 tcf/year in 1997.  However, if the Kyoto Protocol were implemented, gas
demand would be greater – as much as 35 tcf.

Fuel price will be the primary determinant of future natural gas production and use.  Decisions by
producers to expand production or by consumers to shift to other fuel sources will primarily be based on their
response to prices. 

• Greater price volatility during transition.  During the transition from regulated to competitive
energy markets, gas prices will become more volatile as a result of periods of excess supply or
demand, which may be localized or national.  

• Price stability after transition.  Competition and market efficiency are making fuel prices transparent
to customers and producers.  Fuel prices will stabilize as the natural gas infrastructure becomes more
efficient in managing demand and supply imbalances and as consumers gain better access to price
information.

Substantial growth in natural gas use by power producers is expected.  Gas demand by electric utilities and
non-utility generators could double or triple in the next 20 years (see Electric Utility Trends).  However,
there is much uncertainty about the rate of growth and the degree of competition from other fuels.

Globalization of market economies and energy services will reshape natural gas production and use within
the United States.  Increased interdependency of market economies worldwide will affect domestic natural
gas production and use.  In addition, energy companies will increasingly look for investment opportunities in
natural gas industries in other countries.

• Prevailing economic conditions, both here and abroad, will drive demand for natural gas and other
energy sources.  The strength of global economies will greatly influence the demand for natural gas
and the health of the industry.  The recent economic crises in Asia and Brazil may cause natural gas
markets to grow more slowly than previously projected.  Any failures in emerging market economies
could have a significant impact on energy security and the health of the energy industries.










































































