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gas demand has been affected by higher 

short-run marginal costs for gas-fi red 

plants compared to coal-fi red plants 

during the second half of 2008 and early 

2009. Furthermore CO2 prices collapsed 

(high CO2 prices favour gas over coal), 

weakening the competitive position of 

gas further. However, spot gas prices have 

fallen much faster in the United States 

and the United Kingdom, putting gas in 

a better competitive position relative to 

coal. 

Regional analysis

Electricity generation in the United States 

declined by 1% during 2008, but this 

is deceptive as it fell by 3% during the 

second half of the year according to the 

Energy Information Administration (EIA). 

The EIA reported 188.5 bcm (6 654 bcf) of 

gas used for power in 2008, a decline of 

5.3 bcm or 2.8% compared to the previous 

year. Electricity generated by gas-fi red 

plants declined over the second half of 

the year, but this was a consequence of a 

cooler summer than in 2007. Meanwhile, 

electricity generated by coal plants 

declined by 1%. Electricity generation in 

the United States is expected to show 

slightly negative growth in 2009 and more 

destruction in gas or in electricity demand 

may continue in the remainder of 2009. 

First quarter power demand fell around 

4%; gas-fi red power declined by more than 

double that fi gure. The US Department of 

Energy (DOE) projects a decline in total 

electricity consumption of 1.7% this year 

followed by an increase of 1.2% in 2010 

as a slowly improving economic climate 
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Figure 16 Changes in power generation by fuel source in OECD

Source: IEA.

Key point:  Gas has been the fuel of choice in 21st century but 2008 sees major changes
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