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Summer 2000

Challenges substantial to supply
oil and gas for world and nation

by Charles |. Mankin

Oklahoma’s petroleum industry is recovering slowly from a near disastrous
collapse in crude oil prices. Public complaints over so-called high gasoline
prices and shortages of fucl oil in the northeastern part of the U.S. now seem to
be dominating the news. What is not being discussed is the significant decline
in U.S. production of crude oil and a corresponding decline in natural gas.
How much of that 1s a permanent decline remains to be seen, but it is clear that
many marginal wells have been lost in the past 18 months.

As miught be expected, little public concern is being expressed over this
situation. The general view is that there is plenty of oil in the world, and in-
creasing imports are not a problem. Obviously, this short-sighted view is
fraught with numerous problems. For a nation that has 5 percent of the world’s
population and uses 25 percent of the world’s oil supply, such a view is fool-
hardy at best. The Far East, with about 40 percent of the world’s population,
consumes less than one barrel of oil per person per year; the per capita con-
sumption in the U.S. is about 26 barrels per year. With the growing economy
of the Far East, we will be in serious competition for world crude oil within
this decade.

While crude oil will become a major problem for the U.S. in the future,
natural gas will present an even more daunting challenge. Crude oil can be
moved in the world market at reasonable prices. A barrel of crude oil can be
produced in the Middle East and shipped to the U.S. cheaper than it can be
produced in this country. However, natural gas is a North American commod-
ity. It can be shipped into the U.S. only as liquefied natural gas. The price for
such gas in a fully amortized operation is in excess of $5.00 per mcf (thousand
cubic feet) at present conditions. Thus, the natural gas that we will use must be
the gas that can be produced in the U.S. and that which can be imported from
Canada. Mexico is now a net importer of natural gas from the U.S .. and that
situation 1s not likely to change.

All forecasts for natural-gas demand indicate an increase of as much as 15
tef (trillion cubic feet) per year over the next 10 to 20 years. However, at
present, we are not replacing the natural gas that we are consuming. To
achieve such levels of production we will have to duplicate the exploration
conditions that existed in the late 1970s and carly 1980s, namely having sev-
eral thousand rigs running. That will be possible only with a fundamental

(sce CHALLENGES-page 4)












