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Western Enaeira
The nationwide energy crisis affects 
various regions differently, depend­
ing on such factors as climate, loca­
tion of fuels, and types of fuels used. 
For example, both New England 
and the Middle West must contend 
with severe winter weather, but the 
former region may be more severely 
affected by the crisis because of its 
heavy dependence on Arab oil, 
while the latter may suffer less be­
cause of its reliance on domestic 
coal to meet a large share of its 
energy needs.

The situation in the West similarly 
varies, practically from state to state, 
reflecting the shifting importance of 
the various factors cited. At the same 
time, the West represents a major 
part of the eventual solution to the 
crisis, because it contains vast unex­
ploited resources of energy fuels 
which promise to help bring about 
the national goal of self-sufficiency 
within the next several decades.

Part of the problem
The Pacific Northwest, which derives 
42 percent of its energy from hydro 
power—ten times the national pro­
portion— has already encountered a 
major crisis because of the impact 
of a severe drought on regional 
water resources. (One result: a 25- 
percent cut in available power, 
causing production cutbacks in the 
aluminum industry.) Although 
recent heavy rains have eased the 
drought problem somewhat, this 
region's foretaste of the now-wide­
spread crisis has been bitter indeed.

California, the nation's largest state, 
is dependent on petroleum and nat-
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ural gas for 89 percent of its energy 
requirements, compared with a 
78-percent dependence for the 
nation as a whole. Moreover, Cal­
ifornia's consumption is concen­
trated in those uses which Adminis­
tration planners consider relatively 
non-essential, such as private auto 
transportation. (Private autos con­
sume 23 percent of California's total 
energy, roughly twice the national 
proportion.) California's longstand­
ing dependence on auto transport, 
and particularly the long distances 
traveled in the average auto trip, 
underscore the state's vulnerability. 
The only saving point is the mild 
Mediterranean climate of the area, 
which makes possible sharp cut­
backs in space heating without 
creating acute physical discomfort.

An immediate crisis has arisen be­
cause of Southern California utilities' 
heavy reliance on Arab oil. The Los 
Angeles Department of Water and 
Power reported last month that it 
might have to enforce a 35-percent 
reduction in electrical consumption 
within the next three months, be­
cause it can now count on daily 
deliveries of only 37,000 as against 
a normal 72,000 barrels.

To meet the crisis, Los Angeles im­
posed a major energy-conservation 
plan in late December, with limita­
tions on the use of electric street 
lighting, business lighting (outdoors 
and indoors), office heating and 
cooling, and outdoor recreational 
activities. Under Phase I of this plan, 
residential and industrial customers 
must cut their electrical consump­
tion by 10 percent, and commercial
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customers by 20 percent, of the 
average amounts used in the period 
September 1972-August 1973. 
Failure to comply may result in 
penalties ranging from a 50-percent 
surcharge for a first violation to 
power cutoffs lasting as long as 
30 days.

Part of the solution
The Western states will play a major 
role in solving the energy crisis, al­
though not necessarily immediately. 
Help in the short-term will come, 
however, from the coal fields on the 
eastern slopes of the Rockies, ia . 
Montana, Wyoming, North Dakota 
and New Mexico, which contain 
over one-half of the nation's proven 
coal reserves. These fields account 
today for less than 4 percent of U.S. 
production, but recent output gains 
have been on the order of 20 per­
cent or more a year. The deposits in 
these fields are largely low-sulphur 
coal, which is in heavy demand by 
utility firms for electricity produc­
tion. As energy needs increase, the 
exploitation of Western coal fields 
will grow apace, although with 
heavy reliance on strip-mining 
techniques, with serious ecological 
consequences.

Further short-term help will come 
from increased development of oil

fields in California, which is the na­
tion's third-largest producing state. 
(Texas leads the nation with daily 
output of 3.6 million barrels, fol­
lowed by Louisiana with 2.1 million 
barrels and California with 0.9 mil­
lion barrels.) One possibility is to 
open up the Elk Hills Naval Reserve, 
at the southern end of California's 
Central Valley. This field could 
probably produce about 160,000 
barrels a day within a relatively short 
period of time, but development 
may be delayed by Congressional 
opposition to use of the field for 
non-defense purposes.

More oil will be forthcoming soon 
from California's offshore wells, 
which already account for about 
one-fourth of the state's total pro­
duction. The State Lands Commis­
sion recently permitted drilling to be 
resumed on existing platforms on 
state lands, which extend up to 
three miles offshore. This decision 
ended the moratorium declared in 
early 1969, after the disastrous 
blow-out in the Santa Barbara Chan­
nel. (Flowever, the decision did not 
authorize new leases of state lands, 
and did not authorize the building 
of new platforms.) Development is 
also likely for Federal land lying 
further offshore, about 20 miles 
from the site of the 1969 blow-out.

Long term: Arctic oil
As for Alaskan oil, the North Slope 
discovery occurred almost six years 
ago, and yet the ten billion barrels
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of proven reserves in that area still 
remain untouched. (These reserves 
amount to roughly one-fourth of the 
nation's total proven reserves.) As­
suming that project construction 
begins this spring, three years might 
be required to bring the first ship­
ment to market, and several more 
years before production reaches its 
target level of two million barrels a 
day. Bringing the oil to market in­
volves not only construction of the 
789-mile pipeline between the 
Prudhoe Bay field and the ice-free 
port of Valdez, but port and terminal 
facilities also.

Some estimates of the total cost of 
the Alaska pipeline project run as 
high as $9 billion, beginning with 
roughly $3 billion for the crude-oil 
pipeline, plus perhaps $6 billion 
more for an associated natural-gas 
line, a tanker fleet, and terminal fa­
cilities at both Valdez and destina­
tion points in Puget Sound and 
California. But this may be only the 
first instalment in the development 
of Arctic oil resources. Exploration in 
the Alaska and Canadian Arctic has 
indicated the presence not only of 
the 10 billion barrels in the Prudhoe 
Bay field, but in addition, 10 billion 
barrels in the nearby Naval Petro­
leum Reserve, plus 20 billion barrels 
in the Mackenzie Delta and 30-40 
billion barrels east of the delta in 
Canada.

Long term: shale oil
Farther away in time is the exploita­

tion of the shale-oil deposits cover­
ing 11 million acres in the Green 
River Basin, where Utah, Colorado 
and Wyoming meet. The ancient 
lake beds in this now-arid region 
contain the world's largest concen­
tration of hydrocarbons—about 590 
billion barrels of higher-grade shale, 
yielding over 25 gallons per ton in 
deposits at least 10 feet thick, plus 
1,150 billion barrels of lower-grade 
shale. Total reserves in this region 
amount to over one-half of the 
world's shale resources and roughly 
40 times present U.S. crude-oil 
reserves.

The Federal role in respect to ex­
ploitation is crucial, since the Fed­
eral Government owns three-fourths 
of the oil-bearing lands; thus, Sec­
retary Morton's announcement last 
month regarding the leasing of sev­
eral parcels of land for development 
has special significance. If small- 
scale development efforts lead to 
large-scale production, the shale de­
posits could provide one million 
barrels a day of petroleum within a 
decade. Production could also lead 
to a massive environmental prob­
lem, since once the oil is removed 
from the rock, what remains is pul­
verized rock with at least 12 percent 
more volume than the original vol­
ume of shale.

William Burke
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BANKING DATA—TWELFTH FEDERAL RESERVE DISTRICT
(Dollar amounts in millions)

Selected Assets and Liabilities 
Large Commercial Banks

Amount Change Change from
Outstanding from year ago

12/19/73 12/12/73 Dollar Percent

Loans adjusted and investments* 78,270 + 485 + 9,427 + 13.69
Loans adjusted— total* 59,633 + 689 + 9,263 + 18.39

Securities loans 1,413 + 78 -  220 — 13.47
Commercial and industrial 20,576 + 192 + 2,944 + 16.70
Real estate 18,131 + 46 + 3,124 + 20.82
Consumer instalment 8,959 + 33 + 1,268 + 16.49

U.S. Treasury securities 6,157 + 74 -1,087 — 15.01
Other securities 12,479 — 279 + 1,250 + 11.13

Deposits (less cash items)— total* 73,402 + 208 + 6,768 + 10.16
Demand deposits adjusted 21,784 — 459 + 805 + 3.84
U.S. Government deposits 816 + 388 -  72 _ 8.11
Time deposits— total* 49,430 + 484 + 5,921 + 13.61

Savings 17,354 - 26 -  742 - 4.10
Other time I.P.C. 22,325 + 74 + 5,288 + 31.04
State and political subdivisions 6,808 + 553 + 683 + 11.15
(Large negotiable CD's) 10,680 ~ 136 + 3,796 + 55.14

Weekly Averages Week ended Week ended Comparable
of Daily Figures 12/19/73 12/12/73 year-ago period

Member Bank Reserve Position
Excess reserves -  46 33 -  11
Borrowings 166 101 70
Net free (+) / Net borrowed (— ) -  212 -  68 -  81
Federal Funds— Seven Large Banks
Interbank Federal funds transactions 

Net purchases (+) / Net sales (— ) + 1,653 + 1,396 + 1,120
Transactions: U.S. securities dealers 

Net loans (+ ) / Net borrowings (— ) + 180 + 106 + 299

‘ Includes items not shown separately.
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