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_'1 he nation's requirements for energy will whout double between now
“and 1985. In this period, we shall haw to rely upon oil. gas, coal, and
‘nuclear power for.at least 95% of our nceds. If present trends contin-
“ue, our indigenous resources of these naterials will not be developed -
fast enoughto meet our growing requircments, :

'NATURAL GAS IS SCARCE. Shortages already confronting us will -
increasc. Domestic production is projected to decline about one-third |
during the next 13 years. With more imports of natural and liquefied
gas and synthetic gas from naphtha and coal, we may hold gas avail-
ahility at about its present level. This will be sufficient to satisfy less |
than half uf our potenml gas r(,qunomcnts by 1985. ’

: CRUDE OIL IMPORTS WILL HAVE TO QUADRUPLE. Domestic
production of crude oil is projected to show little net change. To meet
rising demand, imports will-about quadruple, reaching 10 to 13 million
barrels a day in 1985. Even larger imports will be needed it we fail to

- meét our goals with respect to nuclear power and coal,

. NUCLEAR POWER—~WHERE IS IT? We should launch a major

- “new cffort to construct the equivalent of at least 280 nuclear energy
plants of 1,000 megawatts cach during the nest 15 years. Today, we
have the cquivalent of only ten such size plants i operation and on]y
46 actually under construction. Progress is being retarded by technical
diticultics and eavironmental vestraints, ©

- COAL—WE PRODUCE NO MORE NOW THAN 30 YEARS AGO.
Production of coal should be aliplb\im‘atelx doubled during the next
- 15 vears. We have adequate teserves. Limiting factors-are the avail- |
ability of manpower, mvnronmenta] consldemtxons and mine health |-
and safety precautions. _ | (Continued)



INVESTMENT—WE'LL HAVE TO DOUBLE IT. Enormous capital '
inputs will be necessary to provide for our energy requirements. Be-
tween now and 1985 :the United States energy.industries will have to
invest between $400 and $500 billion in new productive and distribu- |
tion facilities, an annual average of about $30 billion, compared to

prcsgnt outldys of ahout $16 billion.

'NEARTERM SHORTACES—WE CAN'T ESCAPE THEM. We may
- be able to rclieve our near-term energy problems through appropriate
‘government and industry action, but there is no re salistic probability
“of a' complete escupe from-them. This is true because of the long lead
tl.nes——often five to eight years—required for the development of
major new energy supplies. The.critical “balance ‘wheel” will be the

~ volume of foreign oil imports;.this will be the element which will ad-
]ust for our failures or successes in other energy areas.

" What do thefacts foreshadow?

We shall become mcreasmgly dependent upon forelgn countries, pri-.
rnanlv in the Middle East, for a vital portion of our energy supplies. At
the present time, we obtain about 26% of our crude oil and 12% ()f
our tatal energy requirements from foreign sources. By 1953, we will !
probably draw about 40% to 55% of our oiland 23% to 32% of our |

- total energy from abroud.

CONCENTRATED DEPENDENCE. Most of the oil will have to -
come from the cleven- OPEC countries (particularly Saudi Arabia and |
‘Iran), which today have 85% of the Free World crude oil reserves |
-outside the United States and Canada and account for 905 of the oil -
“exports moving into world markets. Dependence upon « s Al num-:
ber of distaut foreign countries for a vital portion of our encrgy sup-
plies will be u new fact of life in the history of this nation. We shall
need to take a new look at our foreign policies with respect to the .
 Middle East and attach to them a much hxgher priority thar they
| have thus far been accorded. ;
We will be vitally dependent upon peace in that troubled arca for
continuity in oil supplies; our friends in Western Europe and Tap.
will be ina similar position: and Rassia will be the only major world
power in the coming decade that will be self-sufficient in energy
vesources. The diplomatic and national security aspects of this situa--
tion demand a great deal more attention than they have et heeu given.

!
i

CNPC ENLERGY STUDY: WHAT IS ITP At the request of the Do part-
Yinent-of Intérior, the NPC's Committee on U.S. Encrgy Outlook un-
“dertook the development of a comnprehensive (wo-part study of the
- nation’s energy situation, with special ¢ mplmm oreener gy projections
in the 1971-1985 period. The first part was pub[u!ud in July 1971;
the second part will be published latcr this year. The commilled is
composed of more than 200 cxperts drawn /rom all the energy indus-
tries in the U S.
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John G. McLean. chairman and chicf executive officer of Continental
Ol Company. is also chairman of the National Petroleum Council's
Committee on U.S, Energy Outlook. The committed’s initial appraisal
protides the statistical basis for the following. The conclusions are':
Mr. McLean's. : '

-BALANCE OF PAYMENT PROBLEMS. Growing oilund sas wiports
will provoke a lurge. growing deficit in the US hulauce of trade in

tuels. By the early 195807, this deficit could be in the $20 to $30 bilhon

range, compared to a current deficit ot Jess thun $3 billion. Taday. onr

total exports of goods and services are only about $66 billion To pay =

for our imports of fuel, we will nced to seck additional exports of other

. goods and services. .

What will we sell and to whom? We cannot look to the indus-

trialized countries of Western Europe and Japan, because they will be
- struggling to increase their own net exports to pay for growing fuel:

imports, Ultimately, the situation can come to cqeilibrium worldwide ¢

“only when the oil exporting cauntries are able to absorh greatly in-

creased imports from us and other oil importing countrics, But they

“do not have the populations, markets. and econoniic infrastructuves

to uccept large imports from us. This problem will be a critical nutional

issue in the decade ahead.

' NEW FINANCIAL CENTERS. Owr growing purchases of oil and

gas. coupled with those of Western Europe and Japan. will create
inajor new centers of financial power. By 1955, the oil-producing coun-

- tries of Africa and the Middle East could be collecting oil revenues at
an annual rate of almost $50 billion. Most of these countries are not
~vet readv to use internally new funds of this magnitude. A large por--
- tion of the oil tax revenues will thus move into the short- and long-
- term money markets of the Free World in ways, and with impacts,:

which are difficult to predict. One clear possibility is that these coun-:
tries could become large equity holdersin the financial institutions and

: industrial companies of the United States, Western Eurupe and Japan.
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| ENERGY COSTS ARE BOUND TO RISE. We have exhausted a large |

‘ share of our cheapest and most accessible ener"v materials. New in-
‘ digenous supplies will come at higher prices. Coal mines will be fur-
- ther underground: oil and gas wells will be drilled to greater depths |
and in deeper waters offshore: the development of oil shale and other !
«vuthetios will require expensive new technology. ‘
At present, the composite wellhead or minemoutls cost of energy -
produced in the United States is ubont 33 cents per million BTU's. By
1965, it conld easily be 30% to 100% higher. '
. These increases are significant; but they: can be absorbed in o

ecoroay without serious disruptive effects. For the past decade. the .
real cost of energy in the United States los lw( n decliniug. Toduy. we
speud only about 5% of our national income for fuels. We are ina
(n orable position vis-a-vis the other world powers with respect to

basic energy costs and will probably continue to be so even atter the
anereases [ have suggeste 'd. Qur most urgent problem is one of ade-
quacy and continuity of cnergy supplies—not one of energy costs.

What can we do toimprove oursituation?

~ Weshould take prompt action to oxtahhsh single,-high-level agency
i our government to develop a national energy policy and to coordi-;
nute vur cfforts relating to energy matters. 1 do not meun that our fed-

eral government should plava larger role in the discovery and develop-

Crment of natural resonrees. This task should be left to private enter-

“prise. The chief mission of the central sovernment agency should be
- to establish priorities and guidelines und to eliminate delay «, conflicts,
. «nd contusion.

‘WE CAN INCREASE DOMESTIC ENERGY PRODUCTION. We
should take prompt action to stimulate the development of onr in-

problem is to get new supplies at a faster rate.
_ We need some practical trade-otfs in the ecologicul area The
production and consumption of cnergy inevitably mvo'Ives some eco-
logical impairment. We canuot achieve our environmental goals over-
night and still give the U.S. economy ull the energy it requires and the
public demands. Some’ praginatic. graduated approaches to our eco-
logical goals are urgently needed. Here the federal governinent should
take decisive action—and very promptly.

We need to decontrol patural gas prices and to establish that the

| price of synthetic gas manufactured from coal and naphtha will not be

isubject to federal restraints, Our present preoccupations with imports
‘of liquefied natural gas from Russia and Algeria are a national absurd-
ity in the face of continued control of indigenous gas prices at much
lower levels.

-~ We need to accelerate the leasing of federal lands on reasonable
terms for resource development, particularly the Outer Continental
Shelf which contams some of our most promising potentials for new
oil and gas discoveries.

WE CAN CONSERVE ENERGY. We should reduce waste in the
consuption of energy. 1 am not snggesti‘nﬁ custailments which
would have a negative impact on the growth ol our economy. On the
contrary, I believe the consumption of energy should be encouraged
because it increases the efficiency of our cconomy—providing thut the -

energy is used.for sociallv desirable ends.

digenous encrgy resources. We have an adequate resources base; our
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" There are, howeéver, many areas in -which we could conserve
energy without impairing economic growth. For e\"amplc, 20% ofour
‘energy is used for commercial and residential heating: savings can be
‘made through better insulation. About 255 of our energy is used for
transportation; savings can be made through the development of mass
transportatior: and smaller and move efficient automotive engines. An-
‘other 25% of our energy is uscd for the geueration of electric power in
processes which waste about 70% of the energy input; savings can be
:made through the development of more efﬁcxent conversion systems.

'WE CAN COOPERATE WITH OTHER NATIONS. Most of the
,md]or industrial nations of the Free World will be facing the samc
‘energy problems as we do. Clearly, the situation provides upportuni-
ties for cooperative rescarch .nd engineering in the develoment of
‘new energy sources. And clearly, there is a need for collibowtion in
‘the developuient of a sovnd framework of political relationships with
‘the countries of the Middle East to promote stability xmd peace in
'that area.

What about our long-term mrﬂ por 1 [

While our medium-term prob-lems—through about 1985-are acute,:
our long-term energy position is reasonably sound. Our country is |
liberally endowed with cnergy materials. To meet our long-term
requirements, we have: i
o Potentially recoverable oil reserves sufficient to meet present de-

mands for over 63 vears; '

-» Potentially recoverable gas reserves sufficient to meet present de-
mands for over 50 years;

o Measured and indicated coal reserves, commercially accessible with
current mining methods, equivalent to nearly 300 years’ supply;
¢ Uranium reserves sufficient.to mect our present total electric power
needs for 25 years; and .
_* Recoverable shale oil reserves sufficient to meet our oil needs, at pres-
ent demand levels, for about 35 years after our natural oil reserves :
are exhausted. : '

Taken in the aggregate, our potential energy resources have an
energy content sufficient to meet our needs for at least 200 years, at
present consumption rates. Long before the end of that period, ad-
vances in technology should bring us new energy sowrces, such as
nuclear fusion and solar power, which will greatly diminish the drain
“upon our natural energy materials.

_ It is our medium-term energy outlook that is of serious concern.
We can and will solve these problems. But the task will not be easy,
and it will require a greater sense of urgency and commitient on the
part of both industry and government than presently exists.
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