May 24, 2006

Are the Oil Companies Gas-Gouging?

NO!!!

Federal Trade Commission – “No instances of illegal market manipulation that led to higher prices…”

Dear Colleague:

The recently released, congressionally mandated FTC report on Gas-Gouging, found:
· No evidence to suggest that refiners manipulated prices through any means. The evidence indicated that these firms produced as much gasoline as they economically could.

· No evidence to suggest that refinery expansion decisions over the past 20 years resulted from either unilateral or coordinated attempts to manipulate prices. Rather, the pace of capacity growth resulted from competitive market forces.

· No evidence to suggest that petroleum pipeline companies made rate or expansion decisions in order to manipulate gasoline prices.

· No evidence to suggest that oil companies reduced inventory to increase or manipulate prices or exacerbate the effects of price spikes. 

· No situations that might allow one firm – or a small collusive group – to manipulate gasoline futures prices by using storage assets to restrict gasoline movements into New York Harbor, the key delivery point for gasoline futures contracts. 
There is a great hypocrisy in America’s national energy policy. As long as politicians continue to demagogue energy companies and oppose legislation that addresses the long-term problem of rising energy costs, we will continue to fail the American people.

It is time for Congress to look at the facts. It is the global market place and the law of supply and demand, not greedy oil companies that are responsible for higher prices. The price of a barrel of oil is set by the global market not by multinational energy companies. When some in Congress refuse to allow for domestic and deep sea energy exploration that would increase supply and reduce cost, the problems get worse.  We must enact legislation that would open ANWR, expand refinery capacity, reduce costly fuel regulation and allow for deep sea exploration. These are long-term solutions that could have made a difference today had we avoided political posturing and implemented them years ago.  It is not too late for us to do the right thing now and begin enacting common sense legislation like increasing supply and increasing research and development regarding alternative sources of energy.

Congress should use its powers of oversight to examine policies that are impacting both the supply and demand sides of the energy market.  We must stop allowing the issue of rising energy costs to be clouded with misinformation and politically motivated emotion.   

Sincerely, 

K. Michael Conaway 

Member of Congress 
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We're beginning to wonder how many times Congress is going to call for an investigation into gasoline "price gouging" -- and how many times the Federal Trade Commission is going to report none exists -- before that august body begins to grasp the basics of supply and demand.

Yesterday FTC Chairman Deborah Platt Majoras testified to the Senate about her agency's latest non-findings of price manipulation. The report came in response to two Congressional requests for investigations, one part of last summer's energy bill, and another post-Katrina.

Ms. Majoras noted her staff had investigated every possible form of chicanery -- whether refiners were running their plants below full capacity to restrict supply, making less gasoline or diverting fuel outside the U.S. Whether pipeline operators had purposely chose to not expand capacity, if oil companies had reduced inventory, or if firms used published bulk spot prices to manipulate the market. The answer was no, no, no, no, no and . . . no. Most of the gas price hikes before Katrina were the result of the rising global price of crude oil.

Ms. Majoras did say that in the few months after Katrina several refiners, wholesalers and retailers had fallen under Congress's hastily manufactured definition of price-gouging -- which it included in its request for a Katrina investigation. But she was quick to point out that "local or regional market trends, however, seemed to explain the price increases in all but one case." One case? Some conspiracy.

None of this truth-telling was what Congress wanted to hear, eager as it is to shift its failed energy policies onto the industry in an election year. Senators on both sides of the aisle responded to the FTC's lack of price-gouging evidence by promising . . . anti-gouging legislation. This despite Ms. Majoras's warning that such a law could encourage suppliers to keep prices artificially low, resulting in shortages. Congress may be one loopy piece of legislation away from recreating 1970s gas lines.
