3. Consumer Markets: History, Patterns, and Outlook

Introduction

This chapter provides the historical background of
energy use trends and energy mix in the Northeast. The
purpose of the analysis is to estimate the size of the dis-
tillate fuel oil market in the residential, commercial,
industrial, and electricity generation energy sectors; to
estimate how much of that might be switchable to differ-
ent fuels; and to estimate what the absolute size of con-
versions might be if all large-volume nonresidential
customers currently using distillate fuel oil switched to
other fuels.

Until about 50 years ago, the mix of fuels in the residen-
tial and commercial sectors included a much larger pro-
portion of coal than it does today. The coal share of
energy use in those sectors has declined as the electricity
and natural gas shares have increased. In the Northeast,
the oil share of energy use relative to the natural gas
share in all sectors is higher than in the rest of the Nation,
primarily because petroleum products are more com-
petitively priced and natural gas pipeline capacity to the
Northeast is smaller than capacity for other urban cen-
ters, such as Chicago (in the Midwest Census region).28
Several factors have contributed to that condition. First,
the cost of adding new pipeline capacity to the North-
east is relatively high, because the region is distant from
U.S. gas supply sources. Second, natural gas has histori-
cally been considered a scarce and premium fuel that
should be reserved for nonindustrial and non-electricity
generation uses, reducing financial incentives to build
new pipelines for those users. Third, the Northeast is
readily accessible to ships carrying distillate and cheap
residual fuel oil. Because residual fuel oil is relatively
cheap—often between 70 and 90 percent of the crude oil
price—and readily accessible to the electricity genera-
tion market, most of the switchable oil-steam units in the
Northeast use residual fuel oil when they cannot have
natural gas, or when natural gas is too expensive.

The Northeast is heavily dependent on distillate fuel oil,
but the dependence is masked by the quantity of distil-
late fuel oil used for transportation (Figure 11). When
transportation uses are removed, the dependence
becomes more obvious (Figure 12). In the Northeast, res-
idential use of distillate fuel oil dominates all other sta-
tionary uses (Figure 13). In 1997 (the most recent year for
which historical data are available), residential use of

Figure 11. U.S. Distillate Fuel Oil Consumption,
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Note: One quadrillion Btu is equivalent to about 172 million
barrels of distillate fuel oil.

Sources: History: Energy Information Administration, State
Energy Data Report 1997, DOE/EIA-0214(97) (Washington,
DC, September 1999). Projections: Energy Information
Administration, Annual Energy Outlook 2000, DOE/EIA-
0383(2000) (Washington, DC, December 1999).

distillate fuel oil represented about 68 percent of all sta-
tionary distillate fuel oil use in the region.

Residential Sector
Heating Fuel Choice

Highlights

= Residential distillate fuel oil use in the Northeast has
declined by about 20 percent since 1980, as natural
gas availability, energy efficiency, and warmer-
than-average winter temperatures have decreased
the amount of heating oil consumed in the region.

= Since 1992, heating oil prices in the Northeast have
been lower on average than natural gas prices,
allowing heating oil to retain market share in the
region, although natural gas provides heat for 65
percent of all new single-family homes built in the

28The Midwest Census region is composed of Ohio, Indiana, Illinois, lowa, Michigan, Wisconsin, Minnesota, Missouri, Kansas,

Nebraska, North Dakota, and South Dakota.
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Figure 12. U.S. Distillate Fuel Oil Consumption,
Excluding Transportation, 1980-2005
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Note: One quadrillion Btu is equivalent to about 172 million
barrels of distillate fuel oil.

Sources: History: Energy Information Administration, State
Energy Data Report 1997, DOE/EIA-0214(97) (Washington,
DC, September 1999). Projections: Energy Information
Administration, Annual Energy Outlook 2000, DOE/EIA-
0383(2000) (Washington, DC, December 1999).

region, and thousands of residential customers
switch from distillate fuel oil to natural gas each
year.

< EIA’s Annual Energy Outlook 2000 (AEO2000) pro-
jects that average distillate fuel oil prices in the
Northeast will remain below average natural gas
prices through 2005, even in the high world oil price
case.

< An illustrative example, using actual residential bill-
ing data for heating oil and natural gas in Long
Island, NY, indicates that total heating fuel costs
over the past 20 years were nearly $1,800 lower for
this household heating with oil and using a
550-gallon underground storage tank than if it had
heated with natural gas.

Recent Trends and Current Use of
Distillate Fuel Oil in the Residential Sector

Heating oil accounted for about 8 percent of all energy
delivered to the U.S. residential sector in 1997, and
73 percent of the total home heating oil was consumed
in the Northeast Census region.2® While the total heat-
ing loads served by distillate fuel oil and natural gas
are comparable between the Midwest and Northeast

Figure 13. Northeast Consumption of Distillate
Fuel Qil, Excluding Transportation,
1980-2005
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Sources: History: Energy Information Administration, State
Energy Data Report 1997, DOE/EIA-0214(97) (Washington,
DC, September 1999). Projections: Energy Information
Administration, Annual Energy Outlook 2000, DOE/EIA-
0383(2000) (Washington, DC, December 1999).

regions, the shares of the two fuels were radically
different in 1997: distillate fuel oil use for heating in the
Midwest region was about 15 percent of that in the
Northeast, and natural gas use for heating in the Mid-
west region was about 124 percent higher than in the
Northeast. Households in the Northeast traditionally
have relied on oil for heating because of the lower avail-
ability of natural gas and the competitive price of heat-
ing 0il.30

Over the past 20 years residential oil use in the Northeast
has declined as natural gas pipelines have been built,
allowing newly constructed and existing homes to
choose natural gas instead of heating oil. Figure 14 sum-
marizes residential-sector distillate fuel oil consumption
in the Northeast, the Midwest, and the rest of the United
States over the past 20 years and its projected use
through 2005. The effects of record warmth in the North-
east during the winters of 1990 and 1998, as well as a
more “normal” winter in 1993, are easily discernible.

Residential consumption of distillate fuel oil in the
Northeast has decreased by about 20 percent since 1980,
and the number of heating oil customers has fallen by
more than 10 percent.3! Gains in furnace and building
shell efficiency and generally warmer winters have

29Energy Information Administration, State Energy Data Report 1997, DOE/EIA-0214(97) (Washington, DC, September 1999).
30Energy Information Administration, A Look at Residential Energy Consumption in 1997, DOE/EIA-0632(97) (Washington, DC, Novem-

ber 1999).

3lEnergy Information Administration, Residential Energy Consumption Survey (RECS) data for 1980 and 1997.
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Figure 14. Distillate Fuel Oil Use in the Residential
Sector, 1980-2005
Quadrillion Btu
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Sources: History: Energy Information Administration, State
Energy Data Report 1997, DOE/EIA-0214(97) (Washington,
DC, September 1999). Projections: Energy Information
Administration, Annual Energy Outlook 2000, DOE/EIA-
0383(2000) (Washington, DC, December 1999).

combined to decrease residential distillate fuel oil con-
sumption relative to its 1980 level. Since 1993, however,
the number of heating oil customers in the Northeast has
remained relatively constant, and oil has maintained a
30-percent share in the heating market for new sin-
gle-family homes,32 offsetting the number of customers
switching to gas over the same period. From 1982 to
1998, more than 1.6 million oil customers switched to
natural gas nationwide. In 1998, it was reported that
13,255 oil customers (0.2 percent) in the Northeast
switched to gas, nearly 82 percent less than the number
of oil customers that switched to natural gas in 1992.33
Figure 15 shows the changes in heating fuel shares
between 1980 and 1997.

Projections to 2005

Many factors contribute to heating fuel choice, including
fuel availability, but fuel costs tend to be more important
in times of price volatility. Perceived reliability of sup-
ply can also become an important criterion for fuel
equipment choices, as was illustrated by the gas curtail-
ments in the 1970s. Figure 16 shows heating oil and natu-
ral gas prices for the Northeast Census region from 1980
to 2005. Although the prices for the two fuels are com-
petitive over most of the period, it is clear that oil prices
have been lower since 1992, and they are projected to
remain slightly lower through 2005.

Figure 15. Residential Heating Fuel Shares in the
Northeast Census Region, 1980 and

1997
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petroleum gas (LPG), renewables, and a small amount of coal.

Source: Energy Information Administration, Residential
Energy Consumption Survey, DOE/EIA-0632(97) (Washing-
ton, DC, 1980 and 1999).

Figure 16. Residential Fuel Prices in the Northeast
Census Region, 1980-2005
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Sources: History: Energy Information Administration, State
Energy Price and Expenditure Report 1995, DOE/EIA-
0376(95) (Washington, DC, August 1998). Projections:
Energy Information Administration, Annual Energy Outlook
2000, DOE/EIA-0383(2000) (Washington, DC, December
1999).

If higher world oil prices were expected through 2005, as
in the AEO2000 high world oil price case, heating oil
prices would still be projected to remain below gas
prices in the Northeast. With world oil prices reaching
$24.48 per barrel (1999 dollars) by 2005 in the high world
oil price case ($20.75 in the reference case), residential
heating oil prices in the Northeast would reach $8.37 per

32y s. Census Bureau, Current Construction Reports—Characteristics of New Housing: 1998, C25/98-A (Washington, DC, July 1999).
33 American Gas Association, Residential Natural Gas Market Survey 1998 (Washington, DC, December 1999).
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million Btu ($7.65 per million Btu in the reference case),
while natural gas prices would reach $8.48 ($8.24 in the
reference case). The price gap in 2005 between heating
oil and natural gas narrows in the high world oil price
case; however, the residential heating oil price still is
projected to remain below the natural gas price.

Historical Heating Costs: An lllustration

About 7.1 million households heat with oil in the North-
east Census region, which accounts for 75 percent of dis-
tillate-heated households in the United States.3
Although retail heating oil is more susceptible to price
volatility than natural gas, it has remained cost-
competitive with natural gas over the past 20 years. Dur-
ing periods of high oil prices, however, a question arises
as to why households in the Northeast choose not to con-
vert from oil for space heating, especially in cases where
gas is available to the households and is used for other
applications, such as water heating and cooking. Of the
7.1 million homes that heat with oil in the Northeast, 2.4
million (34 percent) have gas service.3> Additional cus-
tomers in the Northeast with no gas service into their
homes are sufficiently close to gas distribution lines to
have gas service installed at little or no cost but choose to
heat with oil and cook with electricity instead. To exam-
ine the question, an analysis of energy bills for a house
located in Long Island, NY, is provided below.36

The primary motivation for heating with oil rather than
natural gas is economic, although perceptions of safety
and reliability also play a role. Furnaces can last for 30
years or more, limiting the opportunity to switch fuels,
especially since few homeowners retire heating equip-
ment before it needs to be replaced. Even if gas service is
already available in a home, a new furnace with installa-
tion can cost well over $2,000—a significant economic
barrier to conversion. Leaving that consideration aside,
this case deals only with fuel costs, based on oil and gas
bills collected from the homeowner.3’

The study house uses oil for heating, with a 550-gallon
below-ground storage tank. A tank of this size allows for
oil purchases at lower prices during the summer
months. The homeowner provided monthly oil usage
readings, measured on the last day of each month, which
were cross-referenced with documented oil deliveries
for verification. The oil price in a given period was taken
as the price per gallon that was paid for a delivery of oil
until the full amount of the delivery was used, as

determined from the usage readings and confirmed sub-
sequent to the oil deliveries. The oil price and consump-
tion data were converted to energy (Btu) equivalents to
facilitate a comparison with a natural gas furnace of sim-
ilar efficiency characteristics. Gas bills were provided for
each 2-month billing cycle over the entire 20-year
period. Given that the home was billed on a water heat-
ing schedule with low gas consumption, and because
data for a comparable gas-heated home were not avail-
able for the entire period, the analysis assumed that the
gas price would be discounted by 35 percent at higher
usage rates (a declining tail block rate structure), which
was estimated from partial billing data for a home in the
same service territory with natural gas heat. Table 2
shows oil and gas prices as well as heating costs for the
study household over the past 20 years.

Oil prices in the Northeast have generally been lower
than gas prices, particularly over the past decade. The
latest oil delivery, priced at $1.40 per gallon ($10.09 per
million Btu) on January 21, 2000, during the peak of the
recent oil price spike, was only 5 percent more expensive
than the estimated price for natural gas over the same
period ($9.63 per million Btu). Assuming the same effi-
ciency for oil and gas heating, over the past 20 years
(through March 28, 2000), nearly $1,800 (1999 dollars) in
heating costs have been saved by the homeowner. For
the 1999-2000 heating season (October 1, 1999, through
March 28, 2000), heating costs for oil were $349, as com-
pared with an estimate of $563 if the home had been
heated with natural gas.

Even if oil and gas prices remain at their respective Janu-
ary 21, 2000, levels through 2005, annual heating costs
for the study household would be $773 using oil and
$737 using natural gas. Over the 6-year period
(2000-2005), a total of $216 in fuel costs would be saved
by heating with gas. At a cost of $2,000 for a new gas fur-
nace, the simple payback period would exceed 50 years,
much too long for such an investment to be made. More-
over, it is unlikely that such winter fuel price differen-
tials would be sustained through 2005.

Whereas it is not feasible for residential customers to
purchase natural gas in the summer months when prices
are low and store it for later use, distillate fuel oil can be
purchased and stored in oil tanks until needed. (On the
other hand, degree-days and/or actual fuel levels must
be accurately monitored to avoid running out of oil dur-
ing cold winter months, whereas natural gas needs no

34Energy Information Administration, A Look at Residential Energy Consumption in 1997, DOE/EIA-0632(97) (Washington, DC, Novem-

ber 1999).

35Energy Information Administration, A Look at Residential Energy Consumption in 1997, DOE/EIA-0632(97) (Washington, DC, Novem-

ber 1999).

36Tables B1-B10 in Appendix B provide a historical comparison of residential equipment, fuel use, and expenditures for a variety of cate-

gories.

370il and gas bills were provided to EIA for the period from October 1978 through March 2000 for a customer of Long Island Power

Authority.
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Table 2. Residential Home Heating Case lllustration

Distillate Fuel Oil Price
(1999 Dollars

Natural Gas Price
(1999 Dollars

Household Heating Cost
with Natural Gas
(1999 Dollars

Household Heating Cost
with Distillate Fuel Oil
(1999 Dollars

Year per Million Btu) per Million Btu) per Household) per Household)
1980 . ........ 11.39 7.30 366.55 571.84
1981 ......... 11.52 6.62 330.38 575.36
1982 ......... 12.17 7.15 361.16 614.14
1983 ......... 12.37 8.11 480.31 732.62
1984 . ........ 9.57 7.82 454.32 556.25
1985 . ........ 8.62 7.78 469.10 520.27
1986 . ........ 7.65 7.60 496.63 499.58
1987 . ........ 4.87 7.40 477.54 313.85
1988 ......... 5.85 7.46 521.24 409.07
1989 ......... 5.44 7.25 466.39 350.21
1990 . ........ 6.08 7.33 408.94 338.97
1991 ......... 8.04 7.08 429.39 487.59
1992 ......... 6.09 7.75 578.05 454.77
1993 ......... 5.98 8.34 643.09 460.84
1994 . ........ 5.46 9.84 747.90 414.85
1995 . ........ 4.45 10.24 751.01 326.63
1996 ......... 4.95 10.77 815.45 374.59
1997 ......... 6.15 10.39 674.47 399.21
1998 ......... 5.77 9.86 614.14 359.26
1999 ......... 4.01 9.99 615.05 247.08

Source: Oil and gas billing records provided to EIA by the homeowner.

such monitoring.) For a residential fuel oil customer,
concerns about oil supply and relatively high prices can
be mitigated by well-timed fuel oil purchases, installa-
tion of a large fuel oil storage tank, and “cap” pricing
contracts that place an upper limit on fuel oil prices for a
small premium.38 For residential users, above-ground
275-gallon tanks cost about $500, and 550-gallon tanks
(which must be buried) cost about $2,000.

Transparent and timely data and information to home
heating fuel consumers facilitate good planning and
decisionmaking and improve market responses to
potential price surges in the heating fuel market. The
operational efficiency of the energy market is also likely
to be enhanced by such market transparency.

Conservation Options

There is limited additional conservation potential in the
Northeast residential sector with respect to distillate fuel
oil consumption. Since 1980, distillate fuel oil consump-
tion per household using oil has declined by more than
10 percent, reflecting efficiency gains in both equipment
and building shell characteristics. Because most distil-
late fuel oil use is for space heating, fuel conservation
can be achieved by adjusting thermostats down during
the winter months or by installing setback thermostats,

which automatically alter the thermostat setting either
for times when the house is unoccupied or when higher
settings are not needed. More expensive efficiency
options, such as newer furnaces, better insulation, and
multi-paned windows, can also help mitigate the per-
unit consumption of distillate fuel oil.

There is little, if any, opportunity for renewable energy
sources to replace distillate use in the residential sector.
The use of ground-source or water-source heat pumps
can be considered renewable resources; however, elec-
tricity is needed to power the equipment, ventilation
system, and pump, where appropriate. Solar energy can
provide heat for part of the household load, but low
insolation values3® and high costs restrict widespread
use of this technology in the Northeast.

Commercial Sector Fuel Choice
Highlights

= In the Northeast, consumption of distillate fuel oil in
the commercial sector has declined from 18 percent
of commercial fuel use (257 trillion Btu or about 44
million barrels of distillate fuel oil) in 1980 to 12 per-
cent (219 trillion Btu or about 38 million barrels) in

38Chapter 5 describes pricing options for distillate fuel oil at the wholesale and retail level in greater detail.

39nsolation is the rate of delivery of direct solar energy per square unit of horizontal surface area, often expressed in annual number of
kilowatthours per square foot. Insolation values determine the viability of photovoltaics for a particular location.
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1997.In 1997, the commercial sector consumed about
22 percent of all nontransportation distillate fuel oil
used in the Northeast.

= AEO2000 projects that the declining trend in com-
mercial distillate fuel oil use will continue through
2005, even in the low world oil price case.

= The maximum potential for Northeast commercial
distillate fuel oil use that could be switched to
another fuel in one week or less, without new equip-
ment or retrofits, is about 50 trillion Btu (about 8.6
million barrels)—23 percent of the region’s commer-
cial distillate fuel oil use and 3 percent of its total dis-
tillate fuel oil use, based on 1997 consumption data.

Recent Trends and Current Use of
Distillate Fuel Oil in the Commercial Sector

Distillate fuel oil use by commercial establishments in
the Northeast is relatively small and declining. North-
east distillate fuel oil use in 1997 for all purposes totaled
more than 1.5 quadrillion Btu (about 260 million bar-
rels). Commercial distillate fuel oil consumption in the
region has declined from 18 percent (257 trillion Btu or
44 million barrels of distillate fuel oil) of total commer-
cial energy consumption in 1980 to 12 percent (219 tril-
lion Btu or 38 million barrels) in 1997. In 1997, the
commercial sector in the Northeast consumed about 1.8
qguadrillion Btu of energy, or 12 percent of the region’s

Figure 17. Commercial Delivered Energy
Consumption in the Northeast Census
Region by Fuel, 1997
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Note: Other fuels include liquefied petroleum gas (LPG),
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renewables.

Source: Energy Information Administration, State Energy
Data Report 1997, DOE/EIA-0214(97) (Washington, DC, Sep-
tember 1999).

total fuel use. Electricity and natural gas currently domi-
nate Northeast commercial fuel use, followed by distil-
late fuel oil with a 12-percent share of energy delivered
to the commercial sector (Figure 17).

Although distillate fuel oil represents only a relatively
small proportion of total commercial sector energy use
in the Northeast region, commercial use of distillate fuel
oil in the region represents nearly half (49 percent) of
U.S. commercial distillate fuel oil use. Nationally, distil-
late fuel oil’s share of commercial sector energy con-
sumption has declined steadily from 11 percent in 1983
to about 6 percent in 1997. The commercial fuel oil share
in the Northeast has been more volatile than the national
commercial consumption share, but overall it has
decreased at nearly the same rate as the national share,
from 18.5 percent in 1983 to 12.1 percent in 1997 (Figure
18). The factors that contributed to the declining trend in
fuel oil use in the commercial sector, both nationally and
in the Northeast, include increased natural gas infra-
structure (pipelines and distribution systems), increased
gas supplies to all markets, increasingly competitive nat-
ural gas prices, and improving equipment efficiencies.

To estimate the potential for reducing commercial sector
distillate fuel oil use in the Northeast, it is necessary to
understand how commercial consumers use distillate
fuel oil. The latest available survey of commercial build-
ing end-use consumption is EIA’s 1995 Commercial

Figure 18. Distillate Fuel Oil Share of Commercial
Fuel Use, 1980-2005
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Sources: History: Energy Information Administration, State
Energy Data Report 1997, DOE/EIA-0214(97) (Washington,
DC, September 1999). Projections: Energy Information
Administration, Annual Energy Outlook 2000, DOE/EIA-
0383(2000) (Washington, DC, December 1999).
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Buildings Energy Consumption Survey (CBECS95).40
The survey covers only energy use in buildings; any
non-building energy uses, such as water treatment and
sewer services, are not included. For this reason, the
CBECS95 estimate of fuel oil use in commercial build-
ings in the Northeast is about 25 percent lower than the
commercial distillate fuel oil use reported for the region
in EIA’s State Energy Data Report.4!

The CBECS95 estimates of 1995 fuel oil use in commer-
cial buildings totaled approximately 235 trillion Btu
(about 41 million barrels) for the United States and 168
trillion Btu (about 29 million barrels) for the Northeast.#2
CBECS95 estimates for fuel oil use in commercial build-
ings in the Midwest Census region are very low by com-
parison, totaling 16 trillion Btu (about 2.8 million
barrels). Fuel oil accounted for 16 percent of total fuel
use in commercial buildings in the Northeast in 1995, a
decline from 20 percent of total fuel use in 1983 (accord-
ing to CBECS83). According to the CBECS95 estimates,
116 trillion Btu of fuel oil (about 20 million barrels) was
used in 1995 to heat commercial buildings in the North-
east. The remainder was used for a variety of other
building uses, such as water heating, cooking, and elec-
tricity generation (Figure 19).

The switchable portion of the market is the portion that
can easily change fuels to serve demand (e.g., for space
heating) and, potentially, have an immediate effect on
fuel prices without installing new equipment or retro-
fits. In a well-functioning market, the ability to switch
fuels should act to reduce the gap between retail oil and
gas prices. Assuming that customers who can switch
heating fuels can also switch fuel sources for other end
uses,*3 a total of 116 trillion Btu (20 million barrels distil-
late fuel oil equivalent) of energy use in commercial
buildings in 1995 could have been provided either by oil
or by natural gas (Figure 20). In 1995, more than half of
that total (64 trillion Btu) was provided by natural gas,
representing the maximum potential natural gas con-
sumption in commercial buildings in the Northeast that
could have been switched to distillate fuel oil use with-
out new equipment or retrofits.

Fuel switching among commercial establishments that
have identified themselves as dual-fuel capable usually
does not occur except under special circumstances.
Many use the alternate fuel capability as a backup and as
a means to negotiate better primary fuel prices. How-
ever, large and prolonged price differences between dis-
tillate fuel oil and natural gas can also cause fuel

Figure 19. Commercial Sector Distillate Fuel Oil
Consumption in the Northeast
by End Use, 1995
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Source: Energy Information Administration, 1995 Commer-
cial Buildings Energy Consumption Survey, Public Use Data,
web site www.eia.doe.gov/emeu/cbecs/.

switching and conversions, as shown during several epi-
sodes in the 1980s. Conversions occur most often when
equipment fails and new equipment is required.

The CBECS95 survey provides an estimate of total fuel
oil consumption in buildings that use fuel oil for their
main heating fuel. Fuel oil use is also estimated for
buildings that can switch their main heating fuel source
within a week’s time, the CBECS survey criterion (Table
3). No information is available about the ability to switch
fuel sources for other end-use services; however, assum-
ing that commercial consumers who can switch their
main heating fuel can also switch fuel sources for other
end-use services (e.g., water heating), the maximum
switchable distillate fuel oil use in 1995 for the Nation as
awhole was 12 percent of total commercial distillate fuel
oil consumption, or 9.8 million barrels. The maximum
switchable percentage in the Northeast commercial sec-
tor was 23 percent (about 8.9 million barrels), reflecting
the relatively high level of distillate fuel oil use in the
region. In 1997, commercial distillate fuel oil use in the
Northeast was 219 trillion Btu, of which about 50 trillion
Btu would have been switchable to natural gas (based on
the 1995 data and the above assumptions). A key ques-
tion is whether switching from distillate fuel oil to
another fuel would make sense, in terms of either

40 As with any sample survey, the results of CBECS95 contain a certain measure of error associated with individual data points. Point
estimates are presented here for discussion purposes; however, for use in an analysis, survey results should be presented as a range of val-

ues with an associated probability.

41Energy Information Administration, State Energy Data Report 1997, DOE/EIA-0214(97) (Washington, DC, September 1999).
42Fyel oil estimates from CBECS95 consist primarily of distillate fuel oil but may include small amounts of residual fuel oil and kerosene.
43As such, this is an optimistic estimate of fuel-switching potential. The fuel-switching potential would be 35 to 40 percent lower if

switching were limited to fuel use to provide heating.
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Figure 20. Natural Gas and Distillate Fuel Oil Use in Commercial Buildings in the Northeast
and Maximum Fuel-Switching Potential, 1995 (Trillion Btu)
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Source: Energy Information Administration, 1995 Commercial Buildings Energy Consumption Survey, Public Use Data, web site

www.eia.doe.gov/emeu/cbecs/.

Table 3. Commercial Buildings Fuel Oil Consumption, 1995

(Trillion Btu)
Fuel Oil Consumed for All Purposes | United States Northeast
Commercial sector, including non-buildinguses. . ....................... 460 225
Buildings using fuel oil for any purpose . ........... ... . .. i 235 168
Buildings using fuel oil as main heating fuel. . ........... ... ... . ... ..... 196 151
Buildings using fuel oil as main heating fuel that can switch fuel ... ......... 57 52

Sources: Energy Information Administration, State Energy Data Report 1997, DOE/EIA-0214(97)(Washington, DC, September 1999) and Energy
Information Administration, 1995 Commercial Buildings Energy Consumption Survey, Public Use Data, http://www.eia.doe.gov/ emeu/cbecs/.

economic or reliability considerations, for commercial
consumers.

Projections to 2005

In the AEO2000 reference case, the projected prices for
distillate fuel oil to commercial consumers in the North-
east are about the same as those projected for natural gas
from 2000 through 2005 (Figure 21), reaching $5.66 and
$5.72 (1998 dollars) per million Btu, respectively, in 2005.
This assumes, of course, that the world oil market will
work freely, without the coordinated production limits
that have occurred in 1999 and early 2000. Northeast
commercial distillate fuel oil demand in the reference
case is projected to decline by 2.4 percent per year from
1997 to 2005, dropping to 184 trillion Btu by 2005, with a
corresponding decline in fuel share to 10 percent of com-
mercial fuel use. Higher fuel oil prices could accelerate
that decline. Natural gas use in the Northeast is pro-
jected to increase by 0.2 percent per year in the reference
case.

Two alternative oil price cases in AEO2000 illustrate the
changes that might accompany higher or lower world
oil prices. High world oil price assumptions (relative to

the reference case) yield projected distillate fuel oil
prices that are higher than commercial natural gas price
projections in the Northeast through 2005. The opposite
is projected under low world oil price assumptions (Fig-
ure 21). Varying world oil price assumptions result in
corresponding differences in commercial distillate fuel
oil use compared to the reference case (Figure 22).
Although low oil prices yield 9 percent more Northeast
commercial distillate fuel oil use in 2005 relative