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Strange Bedfellows Debate Exporting Natural Gas 

by Matthew Philips, Associate Editor, Bloomberg Businessweek 

August 22, 2012 

The shale gas revolution is starting to pay small dividends for U.S. consumers. As electrical 

utilities rush to switch from coal to gas, peak electricity rates have fallen in nearly every market.  

According to the U.S. Consumer Price Index, utility gas service for things like heating and 

cooking is now 13% cheaper than it was 12 months ago. That’s great but, taken together, those 

savings do not add up to much. Electricity and gas bills account for only about 4% of our total 

spending. 

While the recent bounty of cheap natural gas helped revive U.S. manufacturing, which has added 

500,000 jobs since February 2010, its broader benefits to the U.S. economy are harder to come 

by. There simply are not enough uses for cheap natural gas to make a big impact on growth or 

costs; not yet, at least.  

As a result, natural gas producers have fallen victim to their own success. They have drilled so 

much so quickly that they crashed the price (in April 2012) to below $3.00 per million Btu. In 

many cases, drilling natural gas these days is a losing proposition, which is why it has slowed 

down so much. There are only 484 natural gas rigs operating in the U.S. right now, about half as 

many as a year earlier. 

An obvious remedy to this glut would be to start exporting the stuff to Asia and Europe, where 

prices are as much as five times higher. Easier said than done.  

The U.S. has virtually zero capability to do that right now. Not only would companies have to 

build a handful of multi-billion dollar export facilities to liquefy natural gas so it can be loaded 

onto ships, they first have to get the government’s approval. That is a trickier and more fraught 

debate than it might seem, one that is creating some unlikely bedfellows that cut across 

traditional political alliances.  

For starters, oilman T. Boone Pickens and the environmental group Sierra Club both oppose 

exporting natural gas, though for very different reasons. Pickens’s opposition is more strategic; 

the Sierra Club’s stance is strictly based on its environmental concerns. The group opposes 

“unrestricted” fracking and feels that natural gas competes with renewables like wind and solar. 

In a recent, scathing letter printed in USA Today, Pickens wrote that current Americans would go 

down as the “dumbest generation ever” if the U.S. exported its natural gas. “Why let our foreign 

competitors take advantage of our cheap energy?” he asked. In a phone interview last month, 

Pickens tried to soften his position, pointing out that he believes private natural gas producers 

have the right to sell in any market they want. Pickens would much rather find more domestic 

uses for natural gas, such as equipping cars and trucks to run on it instead of gasoline. That still 

qualifies him as an outlier.  



 

eResearch Corporation  www.eresearch.ca 3 

Bloomberg Businessweek 

Most of the oil-and-gas crowd strongly supports exporting domestic natural gas to overseas 

markets. Lacking any huge rise in domestic demand, gas producers see exports as their primary 

salvation from this pit they have dug themselves. 

Users, on the other hand, such as utilities and big chemical and industrial manufacturers, would 

rather keep natural gas captive to the domestic market. Their fear is that by exporting it, you 

expose natural gas to international prices and make it more expensive domestically.  

Natural gas is the rare commodity with a big price disparity in different markets. Connecting 

those markets would bring those prices more in line with each other, or so the theory goes. A 

report issued by the Energy Information Agency in January concluded that the more we export, 

the more domestic prices will likely rise. 

These anti-export companies have to be careful about being too adamant in their opposition, lest 

they come across as anti-free market.  

A spokesman at DuPont declined to discuss the company’s position on natural gas exports 

although, as a big user, it has certainly benefited from record-low prices.  

The folks at Dow e-mailed over a statement that began: “First, we would like to set the record 

straight. Dow supports free trade and has not taken a position that opposes U.S. liquefied natural 

gas exports.” The statement then went on to lay out all the benefits that cheap natural gas has had 

for manufacturers, before concluding: “Decisions around the export of natural gas should include 

a rigorous analysis of potential impact on the domestic economy and job creation, and place a 

high priority on the manufacturing sector.” 
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