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Chapter 1 Natural Gas History
and Market

This chapter helps to get a better understanding of natural gas by introdu-
cing its history knowledge and market development : the structure of the industry
and the market, the relationship between demand and supply, the distribution

system and how to regulate the market system.

1.1 History

] Guidance to Reading

The natural gas industry has existed and developed in this country for over
100 years. New technologies are continually developed to use natural gas in new
and exciting ways. With all of the advantages of natural gas , it is no wonder that

it has become the fuel of choice in this country ,and throughout the world.

@ Text

Natural gas is nothing new. In fact, most of the natural gas that is brought
out from under the ground is millions and millions of years old. However it was
not until recently that methods for obtaining this gas,bringing it to the surface,
and putting it to use were developed.

Before there was an understanding of what natural gas was,it posed some-
what of a mystery to man. Sometimes, such things as lightning strikes would ig-
nite natural gas that was escaping from under the earth’ s crust. This would cre-
ate a fire coming from the earth,burning the natural gas as it seeped out from
underground. These fires puzzled most early civilizations, and were the root of
much myth and superstition. One of the most famous of these types of flames
was found in ancient Greece,on Mount Parnassus approximately 1000 B. C. A
goat herdsman came across what looked like a“burning spring” ,a flame rising
from a fissure in the rock. The Greeks, believing it to be of divine origin,built a
temple on the flame. This temple housed a priestess who was known as the Ora-
cle of Delphi, giving out prophecies she claimed were inspired by the flame.

— T —
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These types of springs became prominent in the religions of India, Greece,
and Persia. Unable to explain where these fires came from, they were often re-
garded as divine, or supernatural. It wasn’ t until about 500 B. C. that the Chi-
nese discovered the potential to use these fires to their advantage. Finding places
where gas was seeping to the surface,the Chinese formed pipelines out of bam-
boo to transport the gas,where it was used to boil brine, separating the salt and
making it drinkable.

Britain was the first country to commercialize the use of natural
gas. Around 1785, natural gas produced from coal was used to light houses, as
well as streetlights.

Manufactured natural gas of this type (as opposed to naturally occurring
gas) was first brought to the United States in 1816, when it was used to light the
streets of Baltimore , Maryland. However, this manufactured gas was much less
efficient ,and less environmentally friendly,than modern natural gas that comes
from underground.

Naturally occurring natural gas was discovered and identified in America as
early as 1626 , when French explorers discovered natives igniting gases that were
seeping into and around Lake Erie. The American natural gas industry got its
beginnings in this area. In 1859, Colonel Edwin Drake ( a former railroad con-
ductor who adopted the title“ Colonel” to impress the townspeople) dug the first
well. Drake hit oil and natural gas at 69 feet below the surface of the earth.

Most in the industry characterize this well as the beginning of the natural
gas industry in America. A two-inch diameter pipeline was built, running 5 and
1/2 miles from the well to the village of Titusville ,Pennsylvania. The construc-
tion of this pipeline proved that natural gas could be brought safely and relative-
ly easily from its underground source to be used for practical purposes.

In 1821 ,the first well specifically intended to obtain natural gas was dug in
Fredonia,New York by William Hart. After noticing gas bubbles rising to the
surface of a creek, Hart dug a 27-foot well to try and obtain a larger flow of gas
to the surface. Hart is regarded by many as the“ father of natural gas”in Ameri-
ca. Expanding on Hart’ s work , the Fredonia Gas Light Company was eventually
formed , becoming being the first American natural gas company.

During most of the 19th century ,natural gas was used almost exclusively as

— 2 —
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a source of light. Without a pipeline infrastructure,it was difficult to transport
the gas very far, or into homes to be used for heating or cooking. Most of the
natural gas produced in this era was manufactured from coal, as opposed to
transported from a well. Near the end of the 19th century, with the rise of elec-
tricity , natural gas lights were converted to electric lights. This led producers of
natural gas to look for new uses for their product.

In 1885 ,Robert Bunsen invented what is now known as the Bunsen burn-
er. He managed to create a device that mixed natural gas with air in the right
proportions, creating a flame that could be safely used for cooking and heat-
ing. The invention of the Bunsen burner opened up new opportunities for the use
of natural gas in America,and throughout the world. The invention of tempera-
ture-regulating thermostatic devices allowed for better use of the heating poten-
tial of natural gas,allowing the temperature of the flame to be adjusted and mo-
nitored.

Without any way to transport it effectively, natural gas discovered pre-
WWII was usually just allowed to vent into the atmosphere, or burnt, when
found alongside coal and oil,or simply left in the ground when found alone.

One of the first lengthy pipelines was constructed in 1891. This pipeline
was 120 miles long,and carried natural gas from wells in central Indiana to the
city of Chicago. However, this early pipeline was very rudimentary, and was
not very efficient at transporting natural gas. It wasn’ t until the 1920s that any
significant effort was put into building a pipeline infrastructure. After World
War II, welding techniques, pipe rolling, and metallurgical advances allowed
for the construction of reliable pipelines. This post-war pipeline construction
boom lasted well into the’60s,and allowed for the construction of thousands of
miles of pipeline in America.

Once the transportation of natural gas was possible, new uses for natural
gas were discovered. These included using natural gas to heat homes and operate
appliances such as water heaters and oven ranges. Industry began to use natural
gas in manufacturing and processing plants. Also, natural gas was used to heat
boilers used to generate electricity. The transportation infrastructure had made
natural gas easy to obtain,and it was becoming an increasingly popular form of
energy.
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A Brief History of Regulation

In 1938, the U. S. government first regulated the natural gas industry. At
the time ,members of the government believed the natural gas industry to be a
“natural monopoly”. Because of the fear of possible abuses,such as charging
unreasonably high prices, and given the rising importance of natural gas to all
consumers, the Natural Gas Act was passed. This Act imposed regulations and
restrictions on the price of natural gas to protect consumers. In the 1970s and
1980s,a number of gas shortages and price irregularities indicated that a regula-
ted market was not best for consumers or the natural gas industry. Into the 1980s
and early 1990s, the industry gradually moved toward less regulation, allowing
for healthy competition and market-based prices. These moves led to a strength-
ening of the natural gas market,lowering prices for consumers and allowing for
a great deal more natural gas to be discovered. Although not as active as the
1990s, the beginning of the 21st Century has brought with it significant regula-
tion concerning gas quality, standards of conduct for interstate pipelines, and
price reporting.

Today , the natural gas industry is regulated by the Federal Energy Regula-
tory Commission ( FERC). While FERC does not deal exclusively with natural
gas issues, it is the primary rule making body with respect to the regulation of
the natural gas industry.

Competition characterizes the natural gas industry as it is known today. The
restructuring of the industry, and the move away from strict regulation, has al-
lowed for increased efficiency and technological improvements. Natural gas is
now being obtained more efficiently, cheaply, and easily than ever
before. However, the search for more natural gas to serve our ever growing de-
mand requires new techniques and knowledge to obtain it from hard-to-reach
places.

Today ,the natural gas industry has existed in this country for over 100
years, and it continues to grow. Restructuring and the move toward cleaner-
burning fuels have created an enormous market for natural gas across the coun-
try. New technologies are continually developed that allow Americans to use
natural gas in new and exciting ways. With all of the advantages of natural gas,
it is no wonder that it has become the fuel of choice in this country, and

throughout the world.

— 4 —
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|-E] Words and Expressions

pose

ignite

seep
fissure

divine
prophecy
inspire
commercialize
creek
exclusively
infrastructure
proportion
thermostatic
adjust

monitor

vent
rudimentary
weld
metallurgical

monopoly
impose

vt & vii HEEEPGHERE v B ERL OB
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vt R ERARE; (EMEh; (A vie g0k R
e

vii. (WK B BiE; B e
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n. Wi5; WEeEH; wisH

vt BHE; W PR il
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adv. ME—#h; L 1HL, FEE b ; A H; HEAh
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vt SR AEAE; DAee--- HRO

] Phrases and Expressions

as opposed to

allow for

with respect to
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rg] Language Focus

1.... it was not until recently that methods for obtaining this gas,bringing
it to the surface,and putting it to use were developed.

(BAHEFHEIL AFHBF LXK T KRB AW LBNE EFRE
P T BT AR )

A4 it was. .. that. .. SE3CHE PR LRGSR ) B, 3R] Y 5E R 2
J& not until recently , J& JF./a] () B[R] AR1E . J5 1H AY 1R 4H bringing it to the sur-
face F putting it to use }4J 55 obtaining this gas 35|, YE4\-iA] for =ik,

2. Finding places where gas was seeping to the surface ,the Chinese formed
pipelines out of bamboo to transport the gas, where it was used to boil brine,
separating the salt and making it drinkable.

(HAHF I AMKRB AR S E B R G T, A H B AT ERRE
Ak, A B kA K, de o B R R KR AKRAK,)

A finding places. . . & BLAE 43 18 AL G, 1F B A H) T BRI Lo
Where. . . JZAEBR 14 £ 18 I\ A] , 64718 A bamboo shooots, Separating. . . J&
UAE SR TR, I BR ) P o, e iR by i T A S T A

3. Into the 1980s and early 1990s, the industry gradually moved toward less
regulation , allowing for healthy competition and market-based prices.

(A% % .80 K 5] 90 KA, iZ AT k32 3 & o, ¥ A 4 | AL ST
Fha WG RN T L)

ApAida) into S2& “ HEA B R A A IEAE I [E 4R 1E . Allowing
for. .. JEARPRMIPERE T, So4T iR Hi w8 0] 7

4. Although not as active as the 1990s, the beginning of the 21st Century
has brought with it significant regulation concerning gas quality, standards of
conduct for interstate pipelines,and price reporting.

(BH 3 RE RAE 20 #4290 FRARAIR S 21 w240, BAV Rk
ARARE MNEEELPAFEPNRREFT T ORITT LEHEE,)

4] although 5 f5 1 AT 25 1) S i — AR ARIE , B M /5 THI ) 4] 1o

5. With all of the advantages of natural gas,it is no wonder that it has be-
come the fuel of choice in this country,and throughout the world.

(BEFLHBEARAFELE M EBAL—F 265 S AL T X
Wi iZR, RRAKLEEFE S ERETLRAEZR T ELHFAMNL
F o A,)

J— 6 p—
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Am)Hr, 4-1a] with A] DABHER BEE ", 5 5 10 A9 45 18] S8 5 A iR 22
& VELEBEIRIE . it is no wonder that Bl MERL” , Hidb it 2IE X 3218 that
515 FiEMNG],

] Reinforced Learning

I. Answer the following questions for a comprehension of the text.

1. When did human beings discover the potential to use natural gas to their
advantage?

2. Which was the first country to commercialize the use of natural gas?

3. When and who dug the first well?

4. When did the first lengthy pipelines be constructed?

5. What kind of new uses for natural gas were discovered after the transpor-

tation of it was possible?

II. Multiple choice : choose the correct one from the alternative answers
to give the exact meaning of the word.

1. Sometimes , such things as lightning strikes would ignite natural gas that
was escaping from under the earth’s crust.
A. running out B. evaperating C. steaming D. flaming

2. The Greeks, believing it to be of divine origin, built a temple on the

flame.

A. divided B. good C. holy D. human

3. Britain was the first country to commercialize the use of natural gas.

A. communitized  B. marketed C. socialized D. civilized

4. Most in the industry characterize this well as the beginning of the natural
gas industry in America.

A. identify B. civilize C. relativize D. define

5. The invention of temperature-regulating thermostatic devices allowed for
better use of the heating potential of natural gas,allowing the temperature of the
flame to be adjusted and monitored.

A. considered B. made for C. figured for  D. left

6. The invention of temperature-regulating thermostatic devices allowed for
better use of the heating potential of natural gas,allowing the temperature of the
flame to be adjusted and monitored.

— 7 —
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A. adopted B. explored C. modified D. adapted

7. Without any way to transport it effectively, natural gas discovered pre-
WWII was usually just allowed to vent into the atmosphere, or burnt, when
found alongside coal and oil,or simply left in the ground when found alone.

A. excrete B. conduct C. air D. invent

8. However , this early pipeline was very rudimentary ,and was not very ef-
ficient at transporting natural gas.

A. elementary B. necessary C. primary D. simple

9. This Act imposed regulations and restrictions on the price of natural gas
to protect consumer.

A. posed B. positioned C. forced D. impersonalized

10. Although not as active as the 1990s, the beginning of the 21st Century
has brought with it significant regulation concerning gas quality, standards of
conduct for interstate pipelines,and price reporting.

A. respecting B. regarding C. caring D. concording

Ill. Multiple choice:read the four suggested translations and choose the
best answer.

1. While FERC does not deal exclusively with natural gas issues, it is the
primary rule making body with respect to the regulation of the natural gas indus-
try.

A XF B. Hi C. WifF D. ZER

2. This post-war pipeline construction boom lasted well into the’ 60s, and
allowed for the construction of thousands of miles of pipeline in America.

A. FRKE B. i C. Flg D. 7%

3. Unable to explain where these fires came from,they were often regarded

as divine,or supernatural.

A. YA B. #M C. #FE D. i
4. Drake hit oil and natural gas at 69 feet below the surface of the earth.
A 1T B. JFXk C. fiz| D. #pifi

5. In 1821 ,the first well specifically intended to obtain natural gas was dug
in Fredonia,New York by Hart.

A iR B. fii% C. i D. kT
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IV. Put the following sentences into Chinese.

1. ... it was not until recently that methods for obtaining this gas, bringing it
to the surface ,and putting it to use were developed.

2. The invention of temperature-regulating thermostatic devices allowed for
better use of the heating potential of natural gas,allowing the temperature of the
flame to be adjusted and monitored.

3. Into the 1980s and early 1990s, the industry gradually moved toward less
regulation , allowing for healthy competition and market-based prices.

4. Although not as active as the 1990s, the beginning of the 21st Century
has brought with it significant regulation concerning gas quality, standards of
conduct for interstate pipelines,and price reporting.

5. With all of the advantages of natural gas,it is no wonder that it has be-

come the fuel of choice in this country,and throughout the world.
V. Put the following paragraphs into Chinese.

1. Before there was an understanding of what natural gas was, it posed
somewhat of a mystery to man. Sometimes, such things as lightning strikes
would ignite natural gas that was escaping from under the earth’ s crust. This
would create a fire coming from the earth,burning the natural gas as it seeped
out from underground. These fires puzzled most early civilizations,and were the
root of much myth and superstition. One of the most famous of these types of
flames was found in ancient Greece, on Mount Parnassus approximately 1000
B. C. A goat herdsman came across what looked like a“burning spring” ,a flame
rising from a fissure in the rock. The Greeks,believing it to be of divine origin,
built a temple on the flame. This temple housed a priestess who was known as
the Oracle of Delphi, giving out prophecies she claimed were inspired by the
flame.

2. In 1938 ,the U. S. government first regulated the natural gas industry. At
the time ,members of the government believed the natural gas industry to be a
“natural monopoly”. Because of the fear of possible abuses, such as charging
unreasonably high prices,and given the rising importance of natural gas to all
consumers ,the Natural Gas Act was passed. This Act imposed regulations and
restrictions on the price of natural gas to protect consumers. In the 1970s and

1980s,a number of gas shortages and price irregularities indicated that a regula-

— 9 —
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ted market was not best for consumers or the natural gas industry. Into the 1980s
and early 1990s, the industry gradually moved toward less regulation, allowing
for healthy competition and market-based prices. These moves led to a strength-
ening of the natural gas market,lowering prices for consumers and allowing for
a great deal more natural gas to be discovered. Although not as active as the
1990s , the beginning of the 21st Century has brought with it significant regula-
tion concerning gas quality, standards of conduct for interstate pipelines, and

price reporting.

1.2 Marketing

] Guidance to Reading

This text gives an adequate introduction to the history and development of
the natural gas market and the knowledge concerned ,including its features and
history as a commodity ,the types and characteristics of the market ,the trading

and distributors.

ﬁ | Text

Natural gas marketing is a relatively new addition to the natural gas indus-
try ,beginning in the mid-1980° s. Prior to the deregulation of the natural gas
commodity market and the introduction of open access for everyone to natural
gas pipelines, there was no role for natural gas marketers. Producers sold to
pipelines , who sold to local distribution companies and other large volume natu-
ral gas users. Local distribution companies sold the natural gas purchased from
the pipelines to retail end users, including commercial and residential custom-
ers. Price regulation at all levels of this supply chain left no place for others to
buy and sell natural gas. However, with the newly accessible competitive mar-
kets introduced gradually over the past fifteen years, natural gas marketing has
become an integral component of the natural gas industry. In fact, the first mar-
keters were a direct result of interstate pipelines attempting to recoup losses as-
sociated with long term contracts entered into as a result of the oversupply prob-
lems of the early 1980s.

Natural gas marketing may be defined as the selling of natural gas. In even

looser terms , marketing can be referred to as the process of coordinating , at vari-
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