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Natural gas development in the United States
Natural gas is one of the United States most prominent forms of energy and one of our markets most important	 trading resources. It is considered to be the ancient remains of plants and animals that have broken down over millions of years into a gas form and then the gas is trapped in pockets inside of the Earth because of the pressure surrounding it. Our natural gas is found by drilling deep into the Earth and into the gas pockets in order to bring the gas to the surface, refine it, and prepare it for industrial and consumer use. Natural gas is a colorless, odorless substance that burns very easily and when it does it provides a large amount of energy.[footnoteRef:1] Every American uses natural gas every day to, “heat our homes, cook our food, and generate our electricity.” (Naturalgas.org, 2011)  [1:  Naturalgas.org, 2011] 

When natural gas first became discovered and put to use in the United States it was heavily regulated by our government because natural gas was considered to be a natural monopoly. (Naturalgas.org, 2011) The government feared that since the cost of starting a natural gas drilling business was so high that there wouldn’t be any competitors and that it would create a natural monopoly for those who were the producing and selling the natural gas.[footnoteRef:2] In order to make sure the prices weren’t unfairly raised the government decided it would be best to regulate the industry. In time, they began to regulate less and less in order to allow, “healthy competition and market based prices. (Naturalgas.org, 2011)” This decision caused the price of natural gas to drop for the consumers. [2:  Naturalgas.org, 2011] 

Today, natural gas prices are dependent on the market and on competition in the industry. There are approximately, “over 6,300 producers [of natural gas] in the United States,” and approximately over,”530 natural gas processing plants,” which extracted about, “63 million barrels of natural gas liquids in 2006. (Naturalgas.org, 2011)” This amounts to a fairly good amount of competition within the industry and the market, which allows us, as the consumers, to receive the best price. 
Because natural gas is a competitive product, the suppliers of natural gas determine the price by determining the demand. If the demand rises then the price of natural gas will rise too. The natural gas producers will keep trying to produce more and more natural gas in order to keep up with the demand. Eventually the supply will meet and then exceed the rising demand. This will in turn create an excess supply of natural gas which will cause there to be less of a demand and the prices will decrease. This is a typical supply and demand cycle of competitive products. With natural gas it takes a long time to explore for new gas, drill for it, and refine it, so it takes quite a while for the supply to reach the demand levels.[footnoteRef:3] [3:  Naturalgas.org, 2011] 

With natural gas, the supply and demand cycle also works on a short term cycles with the changes of the seasons. Each of our personal uses of natural gas affects the demand schedule. When it is cold outside and we, as a community, use significantly more natural gas to warm our homes, then our demand rises during the winter months. During the summer months, we as community, use significantly less natural gas in our homes, therefore during the summer months the demand of the consumers for natural gas decreases.
In the United States the supply and demand cycle for natural gas affects the individual consumers in that when the prices go up and it becomes more expensive to heat our homes, people look for ways to cut that extra cost. Natural gas heats, “51% of U.S. homes so the consumer demand for natural gas increases during the colder months. (Energy API, 2011)” In order to try and decrease cost people will reduce the amount of heating that they are using in order to directly lower their bills. They also might, to some degree, limit their other spending in their life to make up for the increase in price, but usually it doesn’t affect the consumers other purchases. Since everyone needs some sort of heat or electricity, the consumer can do very little about the rising prices. In this way, in the short term, natural gas is inelastic.
In the short term, the supply and demand of natural gas in the United States is also dependent on where in the United States you live. Most of the population seems to be shifting to the Western and Southern states where they are generally, “characterized by warmer weather and thus expect a decrease in demand for heating in the winter. (Naturalgas.org, 2011)” Natural gas is used to heat about half of people’s homes so the natural gases supply would likely decrease in the areas where winters aren’t as cold. This shift in population will shift the demand needs for natural gas across the United States.
Companies in the United States also contribute, in the short term, to the supply and demand cycle of natural gas. When the economy is doing well it is usually expanding and when this happens, “output from industrial sectors is generally increasing at a similar rate. (Naturalgas.org, 2011)” When the industries are producing more output they consume more natural gas. Also, if we are in a recession and output is reduced then the industries will need less of a supply of natural gas.
In the long term, natural gas is affected by how people perceive the uses for it in the future. The U.S. Energy Information Administration (EIA) reviews the past natural gas use and analyzes, “energy production, consumption, technology, and market trends and the direction they may take in the future. (Annual Energy Outlook 2012, 2012)” Right now the U.S. Energy Information Administration is predicting a continued, but slow, increase of the demand of natural gas in the future.[footnoteRef:4] In fact, Howard Gruenspecht, acting administrator for the EIA, describes that unless the current natural gas laws are changed, the company predicts that “the energy use grows slowly over the projection in response to a slow and extended economic recovery and improving energy efficiency,” and the company also predicts that the, “Domestic natural gas production grows faster than the consumption.” (Annual Energy Outlook 2012, 2012) [4:  Annual Energy Outlook Report, 2012] 

With the natural gas supply right now, “we have enough oil and natural gas resources to power 65 million cars for 60 years and heat 60 million households for 160 years. (Energy API, 2011)” We are very dependent, as a whole community, on natural gas and we are directly affected by the supply and demand cycle. As a whole community our demand for natural gas is expected to keep growing, for this reason we have to watch our uses of it so it does not become a scarce resource. Some people believe that even right now natural gas is becoming a scarce resource and that the prices will increase because of the fear of not being able to keep up with United States demand. (Smead, 2009) There is fear that we are using natural gas faster that it is being drilled and refined, and faster than the earth can create natural gas.
Also, as a country we are dependent financially on natural gas. The United States natural gas production industry had total revenue of $111.5 billion in 2011. (TransWorld News, 2012) Our country depends on this revenue to help support our economy, just as much as we the individual consumers depend on the advancements and convenience natural gas has brought us.
In conclusion, natural gas is part of a competitive market with a supply and demand cycle. The supply and demand cycle is influenced by us as consumers and our need as a country for natural gas. In the short term it is also dependent of the seasons of weather, the economy, and population shifts. It is, in the short term, inelastic though because despite how much we may dislike the rising prices for natural gas, we need it, and there is very little we can do to decrease our use of it. It provides us with electricity, it heats up our homes in the winter, and it allows us to cook. As a country we are consuming natural gas rapidly and some experts are concerned that our demand will outgrow what we are able to receive from the Earth. There are some who believe that natural gas is or is quickly becoming a scarce resource which would affect the consumers because as the demand lowers and as conservation becomes necessary the prices would dramatically increase. On the other side of this argument is the belief by some experts that our country has and will continue to have the natural gas that we need and that natural gas isn’t likely to become a scarce resource. Natural gas production has brought many benefits to the United States and will continue to do so into the future.
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