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This paper explores the viability of a gas-to-liquids (GTL) technology and examines how GTL penetration could
shape the evolution of the crude oil–natural gas price ratio. Much research has established the cointegrated rela-
tionship between crude oil and natural gas prices in the U.S. The persistently low U.S. natural gas prices in recent
years seem tomark a shift in this relationship, and have led some in industry to begin considering investments in
GTL capacity in the US. In order to look forward over decadeswhen the underlying economic driversmay be out-
side of historical experience, we use a computable general equilibriummodel of the global economy to evaluate
the economic viability of GTL and its impact on the evolution of the crude oil–natural gas price ratio. Our results
are negative for the potential role of GTL. In order to produce any meaningful penetration of GTL, we find it nec-
essary to evaluate scenarios that seem extreme.With any carbon cap GTL is not viable. Moreover, evenwithout a
carbon cap of any kind, extremely optimistic assumptions about (i) the cost and efficiency of GTL technology and
about (ii) the available resource base of natural gas and the cost of extraction, before the technology penetrates
and it impacts the evolution of the crude oil–natural gas price ratio.
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1. Introduction

Gas-to-liquids (GTL) is an old technology dating back to the start of
the 20th century. It is an alternative to the production of liquids from
crude, and therefore its economic viability has depended on the relative
cost of crude oil and natural gas. The wide availability of inexpensive
crude oil throughout the 20th century undercut commercial interest
in GTL outside of a few special situations. In the 1990s, the discovery
of numerous stranded gas fields sparked a push to commercialize GTL
plants: stranded gas is, by definition, relatively cheap because it does
not have the means to move to the places of the high-price demand.
Two of the most important plants currently in operation, the Oryx and
Pearl plants in Ras Laffan, Qatar were built to utilize gas from Qatar's
massive North field. A number of other plants proposed for stranded
gas fields were ultimately either shelved or delayed, but Shell now
operates a plant in Bintulu, Malaysia, a partnership led by SASOL
operates one in Uzbekistan, and Chevron operates one in Escravos,
Nigeria. Interest in the U.S. has arisen recently in the wake of the ex-
panded availability of very inexpensive natural gas. A number of
erg), chenyh@mit.edu
@mit.edu (J.E. Parsons).
proposed plants have been announced in press releases, although
none are yet actually under construction.

Looking past the enormous short-termvolatility in crude oil and nat-
ural gas prices, industry professionals and econometricians have identi-
fied a long-term tie between the two prices: see for example, the
cointegration analysis of Serletis and Herbert (1999), Bachmeier and
Griffin (2006), Asche et al. (2006), Villar and Joutz (2006), Brown and
Yucel (2008), Hartley et al. (2008), Ramberg and Parsons (2012),
Loungani and Matsumoto (2012), and Brigida (2014). Industry profes-
sionals express this tie with a number of different rules-of-thumb or
benchmarks. The simplest among them is the 10-to-1 rule: the crude
oil price in the U.S. (expressed in dollars per barrel) should roughly
equal 10 times the natural gas price in the U.S. (expressed in dollars
perMMBtu). Since 2005, the actual ratio has been above this benchmark
more often than not, and since late 2008 it has persistently been well
above it. This represents a real shift in the tie as documented in
Ramberg and Parsons (2012), Loungani and Matsumoto (2012) and
Brigida (2014), and it is this shift in the long-term price relationship
that lies behind the increased interest in GTL in the U.S.

All of these statistical analyses are backward looking by their nature.
New capital investments in GTL need to demonstrate their profitability
on a forward looking basis. Can an investor expect that the ratio of crude
oil and natural gas pricewill continue to be as high as it has been recent-
ly? Or, should she expect it to revert to its old level?Many factors help to
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Table 1
Key parameters of base case GTL plant.

Parameter Value Low High

Capital cost per b/d capacity $68,000 $13,000 $303,000
Fixed O&M cost per year 4% CAPEX 4% CAPEX 4% CAPEX
Variable O&M per barrel produced $5.00 $3.13 $23.00
Gas input rate, MMBtu per barrel produced 9.85 8.8 14.13
Plant capacity, b/d 120,000 1000 300,000
Capacity utilization 93% 87% 96%
Project lifespan 25 years 20 years 30 years
Construction lead time 3 years 2 years 5 years
Tax rate (assumed) 35% NA NA
Debt financing (assumed) 0% NA NA
Discount rate (assumed) 10% NA NA
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determine the relationship between the two price series, and these fac-
tors change over time. Indeed, some of the statistical work on the
cointegration relationship have documented the role of technology
change in moving the benchmark—for example, Hartley et al. (2008)
document that the introduction of combined cycle natural gas power
plants increased the demand for natural gas and therefore shifted the
benchmark ratio down. See also Serletis and Rangel-Ruiz (2004). How
will the evolving equilibrium in supply and demand for each fuel change
as the global economydevelops, and howwill thismove the equilibrium
price ratio and the profitability of GTL? How will constraints on carbon
emissions shape this equilibriumprice ratio and the profitability of GTL?

To address these questions, we use a computable general equilibri-
um (CGE) model of the global economy to analyze the penetration of
the GTL technology under different scenarios for several underlying
economic drivers. We also use the model to analyze the impact of the
GTL technology on the price ratio by contrasting how the ratio evolves
differently depending upon the efficiency of GTL and therefore its ability
to penetrate as prices shift. Of course, the CGEmodel is not a crystal ball
telling uswhat the futurewill bring. But it is a useful tool for analyzing in
a rigorous fashion different constellations of assumptions about key
drivers—scenarios—and how each shapes and constrains the total eco-
nomic picture in equilibrium. The exercise can help us to think through
the scenarios that might be consistent with economically rational ex-
pansion of GTL and the scenarios that are not consistent with it. And
the exercise can help us understand how the crude oil and natural gas
price ratio evolves in each scenario, shaped in part by the availability
of GTL, but also by other drivers.

The structure of the remainder of this paper is as follows: Section 2
presents our parameterization of a GTL technology and the CGE model
inwhichwe embed it. Section 3discusses our choice of scenarios andan-
alyzes the penetration of GTL under each scenario. Section 4 concludes.

2. A CGE model with a GTL technology

2.1. The GTL technology

There are a number of GTL technology formats under development.
Most make diesel or other distillate fuels, but some make gasoline
(Greene, 1999; Robertson, 1999; Knott, 2002; Cohn and Bromberg,
2011). Only the diesel/petrochemical feedstock versions have been
proven economic —at least on a large scale (Simbeck and Wilhelm,
2007; Hydrocarbons Technology, 2010b; Shell Global, 2011); the
gasoline-producing version of the technology has not left the laboratory
(Cohn and Bromberg, 2011). Accordingly, we model the less costly
diesel-producing version.

GTL efficiency and cost data were compiled in Ramberg (2015) from
an array of studies and reports. We assume GTL produces a perfect sub-
stitute for petroleum-based diesel fuels and petrochemical feedstocks.
Indeed, the higher cetane ratingof GTL diesel puts it on parwith gasoline
in terms of performance (Sasol, 2011; Eudy et al., 2005; Greene, 1999).
In addition, GTL diesel produces significantly less particulatematter, car-
bonmonoxide, NOx and volatile organic compounds than ultra-low sul-
fur diesel (Delucchi, 1997; Greene, 1999; Schaberg et al., 1997, 2006;
Martin et al., 1997; Wang and Huang, 1999; Five Winds International,
2004; Perego et al., 2009). However, GTL produces significantly greater
CO2 emissions than crude oil refining. In part, this is due to the relatively
low thermal efficiency of GTL. Under current technology, nearly
10 MMBtu of natural gas is required to produce an average barrel that
is 70% diesel and 30% naphtha. This representative barrel contains
about 5.5 MMBtu of energy, meaning that GTL is only 56% efficient. In
contrast, crude oil refining can reach a thermal efficiency near 90%.

Table 1 shows the lowest and highest values encountered in the
source literature for key parameters such as capital cost, fixed and var-
iable operations and maintenance (O&M) costs, labor costs, and natural
gas inputs per barrel of output reflecting a plant of the scale of the Shell
Pearl GTL plant inQatar: 120,000 barrels per day of output, ofwhich 70%
are diesel fuels and 30% are petrochemical feedstocks—see Pintz (1997),
Choi (1998), Greene (1999), Robertson (1999), Wang and Huang
(1999), Wallace et al. (2001), Halstead (2006), Gary et al. (2007),
Simbeck and Wilhelm (2007), Slaughter et al. (2007), Taylor et al.
(2008), Hydrocarbons Technology (2010a, 2010b), IEA (2010b),
Rapier (2010), Bala-Gbogbo (2011), Lefebvre (2011), Liu et al. (2011),
Shell Global (2011), Shaw (2012), Salehi et al. (2013), and Atuanya
(2014).

There is awide range between the high and low estimates,which re-
flect various assumptions and technological specifications. Table 1 also
shows the central figures chosen as the base case assumptions for our
modeling which reflect the cost of GTL as currently deployed in the
handful of commercial scale plants in operation.

It is useful to translate these assumptions into some simple cost
benchmarks using a discounted cash flow calculation. Construction
and operation of the base case GTL plant incurs a levelized cost of
$42.39/bbl of output before natural gas feedstock costs are taken into
consideration. The feedstock cost obviously varies with the price of nat-
ural gas.With a feedstock requirement of 9.85MMBtu per barrel of out-
put, and applying a natural gas price varying from $2.00/MMBtu to
$5.00/MMBtu to $8.00/MMBtu, the levelized feedstock cost ranges, re-
spectively, from $19.70/bbl of output to $49.25/bbl to $78.80/bbl. The
total levelized cost therefore ranges from $62.09/bbl of output to
$91.64/bbl to $121.19/bbl.

These figures show how challenging it is for GTL to be a profitable
choice. Consider, for example, the situation in 2007, when the price of
natural gas in the U.S. averaged $6.75/MMBtu, the price of diesel aver-
aged $49.89/bbl, and the price of petrochemical feedstock averaged
$102.60/bbl, yielding a weighted price of a barrel of diesel/petrochemi-
cal feedstock of $65.66 (EIA, 2014). The corresponding levelized cost of
the GTL output would have been $101.51/bbl, so that the processwould
have made a loss of $35.85/bbl or $9.96 billion if these prices were to
hold over the 25-year lifetime of the plant. Or consider, for example,
the more favorable situation in 2015 when the price of natural gas in
the U.S. averaged a much lower $2.62/MMBtu (EIA, 2016a), the price
of diesel averaged $68.46/bbl (EIA, 2016b), and the price of petrochem-
ical feedstock averaged $80.78/bbl (EIA, 2014, 2016b), yielding a
weighted price of a barrel of diesel/petrochemical feedstock of $72.16.
The corresponding levelized cost of the GTL output would have been
$77.06/bbl, so that the process would have made a smaller loss of
$4.90/bbl or $1.36 billion if these prices were to hold over the 25-year
lifetime of the plant. Therefore, for our base case cost numbers, in
order for an investor to confidently invest in GTL, shewould need to an-
ticipate either a reliably lower price of feedstock or a reliably greater
product price than in the recent period. Alternatively, she would need
to anticipate GTL costs that are lower than our base case.

2.2. Embedding GTL in a CGE model

We embed this technology into the computable general equilibrium
(CGE) model EPPA6-ROIL, developed at the MIT Joint Program on the
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Science and Policy of Global Change (Ramberg, 2015). It is an extension
of the EPPA6 model of production and consumption across 14 sectors
(each producing a single commodity) and over 18 global regions, in-
cluding interregional trade of each commodity (Chen et al., 2015).
EPPA6-ROIL further breaks refined fuels into six different products: re-
finery gases, distillate fuels such as diesel, gasolines, residual heavy
fuel oils, lubricants/waxes/petrochemical feedstocks, and petroleum
coke. This allows for analysis of competition among distinct petroleum
products, such as between gasoline and diesel fuels in transportation.
It explicitly models changes in petroleum product fuel interactions in
response to technological deployment. The model is calibrated using
the Global Trade Analysis Project (GTAP) dataset for 2007 (Global
Trade Analysis Project, 2010). Disaggregation of the refined oil product
is based on the International Energy Agency's (IEA's) Energy Statistics
and Balances and Energy Prices and Taxes databases, the Energy Informa-
tion Administration's (EIA's) State Energy Data System (SEDS) database,
and on the calibration data for the International Council for Clean
Transportation's (ICCT's) Roadmap model (IEA, 2010a, 2008, 2014;
International Council on Clean Transportation, 2012). Under the CGE
calibration, output from a base case GTL plant operating in the U.S. ini-
tially costs about 72% more than producing the same products from a
petroleum refinery.

In the model, there is a single, global market for crude oil with one
crude oil price reflecting global aggregate supply and demand. For our
purposes, this is a good approximation to the actual, global market
where the ease with which oil can be transported by sea, truck, or pipe-
line provides significant opportunities for arbitrage across regionalmar-
kets that produce small regional cost differentials. In contrast, the
transport of natural gas—whether by sea in the form of LNG or by
pipeline—is much more expensive per unit of energy, with the result
that markets tend to develop around regional transport hubs and the
prices at these hubs often diverge widely. Therefore, the model allows
for different prices of natural gas in different regional markets. For rea-
sons discussed later, our focus will be on the ratio of the model's global
crude oil price to themodel's U.S. natural gas price.1 Petroleumproducts
are nearly as easily transported as crude oil. However, region-specific
fuel grades and emission specifications make them less fungible than
crude oil internationally. Therefore, themodel allows for regional petro-
leum product prices, though the resulting regional variation is less than
the regional variation in natural gas prices.

We make GTL available only in the United States. The U.S. was cho-
sen both because its shale gas resources have made it a consistent can-
didate for proposed GTL projects and also to simplify the analysis of the
effects of GTL penetration in a model with many interactions between
and among regions and sectors. The focus on U.S.-based GTL deploy-
mentwill permit examination of the rate at which the household trans-
portation sector can shift from being predominantly gasoline-fueled to
predominantly diesel-fueled.2 Taking these factors into account it is rea-
sonable to assume that diesel could penetrate as quickly as consumers
replace their vehicles if the diesel price is sufficiently below the gasoline
price. The rapid shift to diesel vehicles would thus resemble the experi-
ence of Europe in recent decades. Although the model accommodates
some expansion of global trade in LNG, including increased exports
from the US, it is probably less flexible in this regard than it should be
given the long time frame covered by the analysis, the sizable expansion
of global economic activity contemplated in the results, and the dramat-
ic reduction in extraction costs used in certain scenarios. However, as
we shall see, our results already point to the very limited GTL penetra-
tion in the U.S., where natural gas resource costs are lower than in the
1 Following industry conventions, the ratio is the crude oil price to the natural gas price,
with the crude oil price measured in dollars per barrel ($/bbl) and the natural gas price
measured in dollars per million British thermal units ($/MMBtu).

2 TheUnited States is particularlywell-suited for this analysis because it has a verywell-
developed household transportation sector and gasoline is firmly entrenched as its fuel of
choice.
other regions. Restructuring themodel to accommodate an even greater
expansion of U.S. LNG exports to a broader set of destinations would
only strengthen our results that the role of GTL is limited.

Following the usual convention of CGE models, the solution focuses
on the long-term trends and abstracts from details such as inter-firm
competition or explicit dynamics across different types of consumers,
and from short-term market shocks and adjustments: there are no
boom-and-bust cycles and no bubbles. Prices and the availability of
goods are driven purely by the cost of alternative technologies and the
cost of accessing various resources. Therefore, in any given scenario,
crude oil and natural gas prices, like the prices for all goods, evolve
smoothly over time and will not exhibit the sharp up- or downward
spikes we see in the actual time series.

The model is run every 5 years from 2010 to 2100, so the prices
should be treated as 5-year averages. Important underlying drivers of
economic growth through time are rates of population growth, produc-
tivity growth and autonomous energy efficiency improvement (AEEI),
each of which is specified exogenously. Global population increases
1.6 fold, to 10.8 billion persons in 2100,with the rates of growth varying
by region. Productivity growth is roughly 4%per year at the beginning of
the model, falling to less than 2% at the end. AEEI growth is 1% per year
for each sector in each region, except for oil refining, for which it is 0%,
and except for energy-intensive industry where it is 0.3%. Other impor-
tant assumptions shaping the equilibrium through time are the avail-
able resource bases for natural gas and crude oil, or more accurately
put, the cost curves for extraction. The cost curves for crude oil are
based on the data in Chan et al. (2012). The cost curves for natural gas
are parameterized based on the data used in the MIT Future of Natural
Gas study (MIT, 2011). These cost curves will be discussed in more de-
tail below. As the global economy consumes a natural resource, it
moves along the supply curve for each resource at the rate of consump-
tion of that resource. The rate at which the prices for crude oil and nat-
ural gas change, and their ratio, depends upon the different rate at
which global demand for each product presses against the available
supply at then prevailing extraction costs.

3. Analysis of scenarios

We analyzed the model under many different scenarios, each using
different parameterizations of key inputs to the model or the applica-
tion of different constraints. Anticipating one of our main results, initial
calibration runs with our base case assumptions on the cost of GTL and
on other parameters yield virtually no penetration of GTL as far out as
2100, even with no restrictions on CO2 emissions. Since work by
Paltsev (2012) has shown that stringent greenhouse gas (GHG) mitiga-
tion scenarios reduce oil prices by a greater amount than they donatural
gas prices,3 making GTL evenmore unprofitable, our negative results on
GTL penetration without any restrictions on carbon emissions are a
strong demonstration that GTL is not economically viable if CO2 emis-
sions are restricted. Indeed, in order to coax out a meaningful penetra-
tion of GTL, our analysis shows that it is not only necessary to have no
restrictions on CO2 emissions, but also that it is necessary to make ex-
tremely favorable assumptions on (i) the cost and efficiency of GTL
technology, and (ii) the supply curve of natural gas. Therefore, to econ-
omize on our presentation, we focus on four selected scenarios around
the boundary where GTL begins to penetrate and therefore where GTL
begins to impact the evolution of the crude oil-to-natural gas price
ratio. We first discuss some key features common to all four, and then
we describe the assumptions that vary across the four.

In all four scenarios, we (i) relax the model's standard assumption
modulating the rate at which a new technology penetrates the market
3 This result ismostly driven by availability of substitutes (where oil is substituted away
by biofuels and electric cars, but natural gas demand is positively affected by switching
from coal in power sector), higher carbon content of oil in comparison to natural gas,
and profit margins in production of oil and natural gas.
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(Morris et al., 2014), allowing GTL to immediately capture any market
share that the assumed costs warrant, (ii) expand the natural gas re-
source base 100-fold4—which is equivalent to stretching the cumulative
supply curve rightward—ensuring that resource constraints do not im-
pede potential GTL penetration, and (iii) increase the natural gas well
productivity. The last change wemodeled as a 6-fold increase in elastic-
ity of substitution between the natural gas resource and other inputs to
natural gas production. This last change increases the elasticity of natu-
ral gas supply andmakes substituting the natural gas resource for other
inputs, such as capital or labor, less expensive. The idea is that very low-
cost natural gas would prod industry to devise new uses for it in much
the same way that oil refiners have incrementally increased their
recycling of refining by-products. For the same amount of capital,
labor and other inputs, natural gas wells will be more productive and
produce more natural gas.

Also, all four scenarios assume no constraints on CO2 emissions (as
discussed above, carbon policy would likely make natural gas relatively
more expensive than oil). Correspondingly, we leave the electric vehicle
out of our model: while electric vehicles have an important benefit
when CO2 emissions are restricted (Heywood and MacKenzie, 2015),
they would not play a major role were this constraint missing. We
also leave out of our model certain competing technologies such as
compressed natural gas (CNG) vehicles and liquefied natural gas
(LNG) vehicles. Natural gas-based vehicles reduce greenhouse gas emis-
sions, but increase demand and price for natural gas (Kragha, 2010),
thereby further undermining the economic case for the GTL technology.
As our results are already negative for GTL evenwithout CNG or LNG ve-
hicles, their availability would only reinforce our argument.5

The four scenarios capture variations in two parameters: (i) the cost
of GTL, and (ii) the cost of extracting natural gas, and are shown in
Table 2. Scenario HH uses the base case cost of GTL and the natural
gas cost curves as originally parameterized (but with the expanded re-
source base common to all scenarios). Scenario HL assumes a cost of GTL
in 2020 that is 1/3 the existing cost together with a dramatic increase in
thermal efficiency. Since we are pushing limits here, we set the thermal
efficiency at 100%. Scenario LH assumes a natural gas extraction cost in
2025 that is 1/3 of the current extraction costs. Scenario LL combines
these two changes, assuming lower cost and improved efficiency for
GTL as well as lower extraction costs for natural gas.

Scenario HH, while the most conservative of the four, nevertheless
benefits from the earlier optimistic assumptions about the natural gas
resource base and increasedwell productivity, and even then there is al-
most no penetration of GTL. Therefore, this case gives us a starting point
to understand how the model functions almost as if there were no GTL.
3.1. Scenario HH: base case GTL and gas extraction costs

Fig. 1 shows GTL penetration, measured as a share of global refined
fuel production.6 As with most of the figures, it shows results for each
scenario, but here we focus on the results for scenario HH. GTL achieves
limited penetration in 2070, with about 7000 barrels per day of
output—essentially the size of a large demonstration plant. By 2080 out-
put increases to 445,000 barrels per day, or the equivalent of less than 4
base case GTLplants. Subsequent capacity additions push total output to
4 This is an extremeassumption designed to illustrate an inclusion ofmethanehydrates,
which are unlikely to be a commercially viable source anytime soon, but with deposits ex-
ceeding 100,000 Tcf, mostly in ocean sediments (MIT, 2011).

5 However, other drop-in fuel technologies that compete with GTL are included:
biofuels (both crop-based andwaste biomass-based), coal-based synthetic crude, oilsands
and oilsand upgrading, synthetic natural gas (from coal, coke, and heavy fuel oils), and
heavy fuel oil upgrading in the refinery sector are all on the palette of technologies avail-
able in every scenario. Due to their expense and complexity, none of them except for the
refinery upgrading technology ever evolves beyondmarginal deployment, and their effect
on crude oil and petroleum product prices is modest to negligible.

6 Although GTL only deploys in the US, diesel is a globally-traded product which, like
crude oil, is priced as an internationally homogenous good.
2.6million barrels per day (mmbd) by 2100. Total GTL output as a share
of global refined fuel production does not exceed 1% until 2100.

This limited penetration is striking since theuse of both crude oil and
natural gas increased through 2100, with natural gas use increases
about twice as fast as oil use, ultimately overtaking crude oil use mea-
sured in MMBtu. By the end of the century, natural gas use had in-
creased about 451%, and crude oil by 127%. Natural gas use started out
at about 67% of crude oil consumption in 2010 and increased to about
134% by 2100. This dramatic shift is made possible, in part, by our as-
sumption of significantly expanding the available supply of natural gas
at every cost level, an assumption that applies across all four scenarios.
Although natural gas use increases significantly, it is not being used for
GTL. Instead, natural gas is increasingly being used in other sectors
where it is already employed. For example, in electricity generation nat-
ural gas becomes the dominant fuel globally, displacing coal. Because
we have assumed the resource available at current cost is so large, as
global GDP expands, it is cheaper in these sectors to shift the share of
output to natural gas. GTL remains too costly, despite the low cost
feedstock.

Figs. 2, 3 and 4 show, respectively, the global price of oil through the
simulation, the U.S. price of natural gas, and the ratio of the two. In sce-
nario HH, the crude oil price increases from about $44.20 per barrel
(bbl) in 2010 to over $147/bbl by 2100 (all measured in 2007 dollars).
The natural gas price, in contrast, increases from $4.12 per million Btu
(MMBtu) in 2010 to a peak of $4.46/MMBtu in 2040, then declined
slightly, ending the simulation 5.6% below the 2010 level. Consequently,
over the course of the century the ratio of crude oil to natural gas prices
rises significantly from 10-to-1 all the way up to 38-to-1. Nevertheless,
in this scenario there is only limited penetration of GTL.

Together, these results on quantities and prices can be summarized
with the statement that in 2010, crude oil production fell on a steeper
part of the upward-sloping supply curve in comparison to natural gas.
Over time, as crude oil production expanded, its cost of extraction–the
resource cost–increased rapidly. In order to meet growing demand,
more inputs of other factors of production (especially capital and
labor)were required per unit of output. In contrast, in 2010, cumulative
production of natural gas put it on a relatively flat portion of its cost
curve—in part an artifact of our assumption that stretched the supply
curve rightward. Natural gas cost inputs remained fairly constant over
the course of the simulation. In many regions, the production cost actu-
ally declined as the natural gas industrymatured from its nascent stages
into a well-established industry.

3.2. Scenario LH: low gas extraction costs

In the LH case, starting in 2025, the extraction cost of natural gas is
lowered to 1/3 of the base case level assumed in scenario HH, while
retaining the base case cost and efficiency of GTL as in scenario HH. Nat-
urally, this leads to a massive increase in the use of natural gas: global
use doubles between 2020 and 2025 and is 80–112% higher than in
the HH case over the 2010–2100 time window as natural gas became
more dominant in its competitive sectors. The shift toward natural gas
usage occurred in industry, electric generation, food production, oil re-
fining, services, dwellings and final demand. The shift was most pro-
nounced in the latter two sectors. The low cost of natural gas
feedstocks reduced the cost of electricity as well, and in 2025 its use ex-
panded by 10% beyondbase case levels in 2025, rising to 34% above base
case levels by 2100. The dramatic decrease in natural gas extraction
costs in 2025 also enables initial deployment of GTL in 2025 at
340,000 barrels per day, or about 0.3% of global refined oil production,
as can be seen in Fig. 1. The break-even 70/30 diesel/petrochemical
feedstock weighted barrel cost was below $65 (including the cost of
natural gas). GTL capacity expanded by 20–50% each period, but GTL ca-
pacity did not exceed 1% of global refined fuel production until 2055.
That year GTL capacity was 2.2 mmbd—the equivalent of just over 18
base case GTL plants. By 2100, GTL capacity had expanded to



Table 2
Parameterization of the four scenarios.

Base case: current gas reserve estimates, GTL not available Natural gas resource base expanded ×100 Gas resource base ×100, gas production cost 1/3 in 2025

GTL available in US at existing cost and 56% efficiency in 2020 HH LH
GTL available in US at 1/3 existing cost, 100% efficiency in 2020 HL LL
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16.3 mmbd, which was about 6.4% of global refining capacity. Conse-
quently, crude oil use continued to rise with transportation demand.

Because petroleum-sourced diesel remained dominant, crude oil
consumption remained robust, and the crude oil price steadily increases
over the course of the simulation as shown in Fig. 2. It was only after
2090 that crude oil prices even deviated downward by only 5.5%
below the HH scenario levels in 2100. Global crude oil consumption ac-
tually rose to 11% above HH scenario levels in 2100. This is because the
substitution of crude oilwith natural gas in refiningwas offset by overall
increases in the demand for transportation fuels, and the substitution
away from crude oil products in sectors where gas became competitive
freed up crude oil supplies at a lower price than under the HH case. This
caused a modest crude oil rebound effect. The lower cost of extracting
natural gas in 2025 immediately lowers the price of natural gas dramat-
ically, as shown in Fig. 3. This translates into a much higher crude oil–
natural gas price ratio as shown in Fig. 4 where the ratio jumps from
14-to-1 in 2020 to 39-to-1 in 2025. As crude oil prices continue to rise
and natural gas prices stay flat or gradually decline at the lower level,
the crude oil–natural gas price ratio climbs to 94-to-1 by 2100. The
gas production technology made natural gas comparatively less expen-
sive. However, cheaper natural gas did not significantly increase compe-
tition between natural gas and crude oil. To affect the oil–gas price ratio,
GTL penetration would have had to either increase natural gas prices or
dampen price increases in crude oil by displacing its products, but pen-
etrationwas not significant enough to do either of these things. Howev-
er, GTL does cap the U.S. distillate fuel price. Fig. 5 depicts the path of
distillate fuel prices in every scenario.

3.3. Scenario HL: low cost and highly efficient GTL

For this scenario, we cut the non-fuel input costs of GTL to 1/3 of the
base case value and increase GTL efficiency to 100%: 5.5 MMBtu of feed-
stock produce the 5.5 MMBtu barrel of output. Although this efficiency
level is thermodynamically impossible, it identifies the absolute upper
bound to which GTL could possibly penetrate against crude oil under
the economic assumptions and mechanisms embedded in the CGE
model. For this scenario, we keep the base case assumptions about the
extraction costs for natural gas, just as they are in scenario HH. The
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Fig. 1. GTL share of global r
lower cost and more efficient GTL enables penetration to reach nearly
¼ of total global transportation fuels by 2100, reflecting a highly suc-
cessful industry. Nevertheless, the impact on the oil and natural gas
prices is minimal as shown in Figs. 2 and 3. GTL only modestly bounds
the increasing oil-gas price ratio at the end of the century, as shown in
Fig. 4. The GTL technology dampened price increases in distillate fuels,
which accelerated the transition from gasoline to distillate fuels in the
US transportation sectors. However, since natural gas costs remained
high, the HL case did not exhibit substitution away from crude oil prod-
ucts and toward natural gas in non-transportation sectors. This helped
delay the loss of profitability in the refinery sectors until near the end
of the simulation.

3.4. Scenario LL: low cost and highly efficient GTL combined with low cost
natural gas production

The final scenario, labeled LL, combines the two assumptions from
scenarios LH and HL: it cuts the non-fuel input costs of GTL to 1/3 of
the baseline value and increases GTL efficiency to 100%, as in the HL
case, and deploys the low-cost natural gas production technology as in
the LH case. As in the LH case, natural gas usage expands dramatically,
and GTL penetration increases significantly over the HL case. When
the low-cost natural gas technology deploys in 2025, GTL capacity near-
ly triples to 12.8 mmbd, or about 9.5% of global refined fuel capacity.
This is the equivalent of building over 100 base-case GTL plants within
the first decade. The rate of capacity additions thereafter decline from
about 37% in 2030 to settle in a 20% per-year average capacity increase
through 2085. Availability of the low cost feedstock enables GTL deploy-
ment rates that are roughly double those of the HL.

The transportation sectors were affected by the penetration of cost-
competitive GTL plants in the LL case. GTLwas able to produce distillate
fuels at costs far below oil refineries throughout the simulation; US dis-
tillate prices were 40–70% below the global diesel price from 2025 to
2100. Oil refinery operations did not initially change dramatically, be-
cause the bulk of oil refinery profits are from sales of distillate fuels
and gasolines. Although refineries would no longer find distillate fuel
production profitable, demand for gasoline and refinery gases remained
high, so refineries continued processing crude oil into refined fuels.
0 2060 2070 2080 2090 2100

Year

efined fuel production.



Fig. 2. World crude oil price ($/bbl).
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Relatively inexpensive distillate fuels made diesel an attractive alter-
native to gasoline in the transportation sectors. This was especially true
in household transportation, which was initially dominated by gasoline
consumption. Fig. 6 depicts the evolutionof energyusage inUShousehold
transportation as GTL distillate fuel production increased in the LL case.

Initially, in 2010, US household transportation demand was
met almost entirely by gasoline. In 2025, when the low-cost natural
gas production technology is deployed, there is only a slight shift toward
GTL diesels. In 2050, when the first wave of GTL plants is fully depreci-
ated, the gasoline share of energy consumption has fallen below 40%. By
2065, gasoline has been nearly completely displaced by petroleum and
GTL distillate fuels. GTL diesel makes up over 80% of energy consump-
tion in household transportation. GTL diesel increasingly displaced pe-
troleum diesel in household transport through 2100.

The US commercial transportation sector followed a similar pattern.
Commercial transportation fuel consumption was about 3/4 diesel in
the base year, with gasoline making up the bulk of the remainder.
Fig. 7 shows that by the time of the second price ratio shift in 2065,
GTL diesels had replaced gasoline, and had nearly displaced
petroleum-based diesel, in the LL case. In the HL case, petroleum distil-
late fuels still control a significant share of transportation fuels.

Non-transportation sectors that initially use transportation fuels or
petrochemical feedstocks see substantial shifts toward GTL distillates
and GTL petrochemical feedstocks beginning in 2025. For example, the
Fig. 3. U.S. domestic natura
crop and livestock sectors initially shift toward GTL distillates from pe-
troleum based fuels beginning in 2025. Over time, there are shifts
from gasoline and refinery gases to GTL distillates as well, culminating
in GTL distillate fuel dominance by 2100. The food production sector
gradually displaces some of the natural gas inputs that initially
displaced electricitywith low-costGTL distillate fuels aswell. GTL petro-
chemical feedstocks displace substantial amounts of coal, petroleum-
based petrochemical feedstocks, and heavy fuel oils in the forestry sec-
tor by 2100.

This penetration is significant enough to have a large impact on the
oil price. As shown in Fig. 2, the price stops its dramatic increase around
2065 when GTL production first surpasses 20% of refined fuel produc-
tion. As shown in Fig. 4, this also translates into a flattening of the oil-
natural gas price ratio as compared to the trend line in the comparable
LH scenario.

The combination of a low-cost, high-efficiency GTL technology and
the low-cost natural gas production technology capped the cost of pro-
ducing distillate (e.g., diesel) fuels 40% below the 2020 value, which is
well below the oil refiners' costs for distillate production. Furthermore,
the cost remained flat in the LL case in contrast to the trend of rising
prices in all other scenarios. For example, the HL case simply arrested
the price increase in distillate fuels at 2020 levels. There are thus two
major differences in fuel prices from the base case: both the distillate
fuel price and the natural gas price are much lower after 2025.
l gas price ($/MMBtu).



Fig. 4. Crude oil/domestic natural gas price ratios ($/bbl/$/MMBtu) in the USA.
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It is worth reemphasizing at this point that this scenario is purpose-
fully an extreme one, with unwarrantedly low costs for GTL and for nat-
ural gas extraction, as well as a plentiful supply of natural gas resources.
More importantly, this scenario, like the others considered here, has no
cap on carbon or other GHG emissions. The point of the scenario is to
demonstrate the extreme assumptions required to elicit deep penetra-
tion of GTL technologies. Indeed, the emissions under this scenario are
frightening. The LL case results in a 500% increase in global carbon emis-
sions over the HH case, which itself has emissions that increase signifi-
cantly over current levels. The success of GTL in the LL case results in a
massive increase in fuel usage due to a rebound effect. The very low
price of distillate fuels increases their usage and the consumption of nat-
ural gas required to produce those fuels causes global carbon emissions
to rise significantly. In the LL case, global economic activity releases
567 billion ton of CO2 in 2100, compared to just 95 billion ton in the
HH case. Methane, which is even more effective at trapping heat than
CO2, is emitted at a 240% higher rate in the LL case than in the HH
case, with 739 million ton emitted in 2100. Considering that even the
HH case emissions are much too high to avoid the dangerous impacts
of global warming–or even come close to meeting the requirements of
the Paris Climate Accords–it is clear that technological pathways that
make using fossil fuels easier or less expensive are not conducive to en-
suring the achievement of any climate stabilization goals.
Fig. 5. U.S. distillate fu
4. Conclusion

We use a computable general equilibrium model to examine condi-
tions under which GTL technology penetrates to capture a meaningful
share of the market and shifts the future crude oil–natural gas price
ratio. Our results suggest that GTL penetration has an impact only
under very extreme assumptions. Using conventional estimates of
costs and efficiencies, the GTL technology is too expensive to enhance
direct competition between the crude oil products and natural gas as
fuels in the transportation sector, which is the critical sector for crude
oil use and pricing. GTL must be less costly and more efficient in order
to develop as an industry, and to have any impact on the crude oil–
natural gas price ratio, it is also necessary for natural gas to be still
cheaper to produce than the current shale revolution in the US has real-
ized. These very negative results obtain assuming no restrictions on car-
bon emissions, which is another generous assumption that favors the
profitability of GTL. Our results make clear that with limits on carbon,
GTL is a fortiori not economical.

Given that GTL is not likely to be a major part of global industry in
the future, U.S. transportation fuel production is likely to continue to
be dominated by petroleum. Carbon limits will encourage the expanded
use of electric vehicles and biofuels, and in certain locations to CNG or
LNG vehicles. The crude oil–natural gas price ratio is likely to be
el price ($/bbl).



Fig. 6. USA household transportation energy consumption shares in 2010, 2025, 2050, 2065, 2085, and 2100: LL case.
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impacted more by the changing stringency of a carbon limit and its in-
terplay with the evolution of these other competing technologies than
by GTL.

Acknowledgments

We are thankful to the three anonymous referees for their valuable
contribution. This work has been funded in part by BP p.l.c. the MITEI
ENI Energy Fellowship, the MITEI Martin Family Fellowship, and spon-
sors of theMIT Joint Programon the Science and Policy of Global Change
(https://globalchange.mit.edu/sponsors).

References

Asche, F., Osmundsen, P., Sandsmark, M., 2006. The UK market for natural gas, oil and
electricity: are the prices decoupled? Energy J. 27–40.

Atuanya, P., 2014. Chevron, Sasol, Set to Commission $10 Bn Escravos GTL Plant in Nigeria.
Business Day.

Bachmeier, L., Griffin, J., 2006. Testing for market integration: crude oil, coal, and natural
gas. Energy J. 27 (2).

Bala-Gbogbo, E., 2011. Chevron Nigeria's Natural Gas-to-liquids Plant to Start Producing
in 2013. Bloomberg.

Brigida, M., 2014. The switching relationship between natural gas and crude oil prices. En-
ergy Econ. 43, 48–55.

Brown, S., Yucel, M., 2008. What drives natural gas prices? Energy J. 29 (2).
Chan, G., Reilly, J., Paltsev, S., Chen, Y.H., 2012. The Canadian oil sands industry under car-

bon constraints. Energy Policy 50, 540–550.
Fig. 7. U.S. commercial transportation energy consumptio
Chen, Y.-H.H., Paltsev, S., Reilly, J.M., Morris, J.F., Babiker, M.H., 2015. The MIT EPPA6
Model: Economic Growth, Energy Use, and Food Consumption. Joint Program on
the Science and Technology of Global Change, MIT Joint Program Report Series, Mar
(43 pp. (http://globalchange.mit.edu/research/publications/2892)).

Choi, G., 1998. Baseline Design/economics for Advanced Fischer–Tropsch Technology.
Bechtel Corporation U.S. DOE Contract.

Cohn, D., Bromberg, L., 2011. Very High Efficiency Methanol Engines: Minimizing Green-
house Gas From Natural Gas-derived and Coal-derived Liquid Fuel. Massachusetts In-
stitute of Technology MIT White Paper (Dec. 2011).

Delucchi, M.A., 1997. A Revised Model of Emissions of Greenhouse Gases From the Use of
Transportation Fuels and Electricity. Institute of Transportation Studies Research
Report.

EIA [Energy Information Administration], 2014. State Energy Data System (SEDS). United
States Department of Energy, Energy Information Administration (electronic data-
base edition. (http://www.eia.gov/state/seds/)).

EIA [Energy Information Administration], 2016a. Natural gas spot and futures prices— an-
nual. http://www.eia.gov/dnav/ng/ng_pri_fut_s1_a.htm.

EIA [Energy Information Administration], 2016b. Petroleum& Other Liquids Spot Prices—
annual. http://www.eia.gov/dnav/pet/pet_pri_spt_s1_a.htm.

Eudy, L., Barnitt, R., Alleman, T., 2005. YosemiteWaters Vehicle Evaluation Report. Nation-
al Renewable Energy Laboratory (NREL) South Coast Air Quality Management District
(Aug. 2005).

Five Winds International, 2004. Gas to Liquids Life Cycle Assessment Synthesis Report.
Five Winds International (Aug. 2004).

Gary, J.H., Handwerk, G.E., Kaiser, M.J., 2007. Petroleum Refining: Technology and Eco-
nomics. fifth ed. CRC Press, Boca Raton, Florida, USA (ISBN 0849370388).

Global Trade Analysis Project, 2010. GTAP 8 Database. 8 (electronic resource) ed. Purdue
University, West Lafayette, Indiana, USA (https://www.gtap.agecon.purdue.edu/
databases/v8/default.asp).

Greene, D.L., 1999. An Assessment of Energy and Environmental Issues Related to the Use
of Gas-to-liquid Fuels in Transportation. Oak Ridge National Laboratory.

Halstead, K., 2006. Oryx GTL — a case study. Chem. Eng. 781, 34–36.
n shares at the second major price ratio shift in 2065.

https://globalchange.mit.edu/sponsors
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0005
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0005
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0010
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0010
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0015
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0015
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0020
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0020
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0025
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0025
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0030
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0035
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0035
http://globalchange.mit.edu/research/publications/2892
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0045
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0045
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0050
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0050
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0050
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0060
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0060
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0060
http://www.eia.gov/state/seds/
http://www.eia.gov/dnav/ng/ng_pri_fut_s1_a.htm
http://www.eia.gov/dnav/pet/pet_pri_spt_s1_a.htm
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0080
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0080
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0080
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0085
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0085
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0090
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0090
https://www.gtap.agecon.purdue.edu/databases/v8/default.asp
https://www.gtap.agecon.purdue.edu/databases/v8/default.asp
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0100
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0100
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0105


21D.J. Ramberg et al. / Energy Economics 63 (2017) 13–21
Hartley, P.R., Medlock III, K.B., Rosthal, J.E., 2008. The relationship of natural gas to oil
prices. Energy J. 29 (3).

Heywood, J., MacKenzie, D., 2015. On the road toward 2050: potential for substantial re-
ductions in light-duty vehicle energy use and greenhouse gas emissions. Available at:.
http://energy.mit.edu/publication/on-the-road-toward-2050/.

Hydrocarbons Technology, 2010a. Escravos Gas-to-liquids Project, Niger Delta, Nigeria.
Hydrocarbons Technology.

Hydrocarbons Technology, 2010b. Oryx, Qatar. Hydrocarbons Technology.
IEA [International Energy Agency], 2008. IEA Energy Prices and Taxes. International Ener-

gy Agency, Paris http://dx.doi.org/10.1787/eneprice-data-en.
IEA [International Energy Agency], 2010a. IEAWorld Energy Statistics and Balances. Inter-

national Energy Agency, Paris.
IEA [International Energy Agency], 2010b. Liquid Fuels Production From Coal and Gas. In-

ternational Energy Agency, Paris.
International Council on Clean Transportation, 2012. Global Transportation Roadmap

(Dec. 2012).
Knott, T., 2002. Alchemy in Alaska. BP Front. (5), 14–20.
Kragha, O., 2010. Economic Implications of Natural Gas Vehicle Technology in U.S. Private

Automobile Transportation. (Master of Science Thesis). Technology and Policy Pro-
gram. MIT (Available at: http://globalchange.mit.edu/research/publications/2067).

Lefebvre, B., 2011. Corporate news: gas-to-liquid site may hit $10 billion.Wall Street J. (B3
pp.).

Liu, G., Williams, R., Larson, E., Kreutz, T., 2011. Design/economics of low-carbon power
generation from natural gas and biomass with synthetic fuels co-production. Energy
Procedia 4, 1989–1996.

Loungani, P., Matsumoto, A., 2012. Oil and Natural Gas Prices: Together Again. Working
Paper. International Monetary Fund (http://www.usaee.org/usaee2012/
submissions/OnlineProceedings/USAEE PP.pdf).

Martin, B., Aakko, P., Beckman, D., Del Giacomo, N., Giavazzi, F., 1997. Influence of Future
Fuel Formulations on Diesel Engine Emissions — A Joint European Study. Society of
Automotive Engineers SAE Technical Paper, pp. 97–109.

MIT, 2011. The Future of Natural Gas. Massachusetts Institute of Technology (http://
energy.mit.edu/publication/future-natural-gas/).

Morris, J., Reilly, J., Chen, H., 2014. Advanced Technologies in Energy-economy Models for
Climate Change Assessment. MIT Joint Program on the Science and Policy of Global
Change Report 272, Cambridge, MA (http://globalchange.mit.edu/files/document/
MITJPSPGC_Rpt272.pdf).

Paltsev, S., 2012. Implications of Alternative Mitigation Policies on World Prices for Fossil
Fuels and Agricultural Products, World Institute for Development Economic Research,
Working Paper 2012/65. United Nations University, Helsinki, Finland (https://www.
wider.unu.edu/sites/default/files/wp2012-065.pdf).

Perego, C., Bortolo, R., Zennaro, R., 2009. Gas to liquids technologies for natural gas re-
serves valorization: the Eni experience. Catal. Today 142 (1–2):9–16. http://dx.doi.
org/10.1016/j.cattod.2009.01.006.
Pintz, W.S., 1997. Economical Conversion of Natural Gas to Liquid Synthetic Fuels: The
Next Megatrend? East–West Center, Program on Resources: Energy and Minerals
(Jan. 1997)

Ramberg, D.J., 2015. General Equilibrium Impacts of New Energy Technologies on Sectoral
Energy Usage. (Ph.D. Thesis). Engineering Systems Division, Massachusetts Institute
of Technology, Cambridge, Mass., USA.

Ramberg, D.J., Parsons, J.E., 2012. The weak tie between natural gas and oil prices. Energy
J. 33 (2).

Rapier, R., 2010. Inside Shell's Bintulu GTL Plant. Energy Trends Insider.
Robertson, E., 1999. Options for Gas-to-liquids Technology in Alaska. Idaho National Engi-

neering and Environmental Laboratory (Dec. 1999 (http://www.inl.gov/
technicalpublications/Documents/3318115.pdf)).

Salehi, E., Nel, W., Save, S., 2013. Viability of GTL for the north American gas market.
Hydrocarb. Process. 92 (1).

Sasol, 2011. Gas-to-liquids Fuel: A Clean Burning Transportation Solution.
Schaberg, P., Myburgh, I., Botha, J., Roets, P., Viljoen, C., Dancuart, L., Starr, M., 1997. Diesel

Exhaust Emissions Using Sasol Slurry Phase Distillate Process Fuels. Society of Auto-
motive Engineers SAE Technical Paper (http://papers.sae.org/972898/).

Schaberg, P.W., Hermann, H., Keppeler, S., Friess, W., Schnell, M., Botha, J., 2006. The Po-
tential of GTL Diesel to Meet Future Exhaust Emission Limits.

Serletis, A., Herbert, J., 1999. The message in North American energy prices. Energy Econ.
21 (5), 471–483.

Serletis, A., Rangel-Ruiz, R., 2004. Testing for common features in North American energy
markets. Energy Econ. 26 (3), 401–414.

Shaw, G., 2012. Gas to liquid technologies. http://www.energy.gov.za/files/IEP/
presentations/GasToLiquidTechnologies30March2012.pdf.

Shell Global, 2011. Pearl GTL — An Overview.
Simbeck, D., Wilhelm, D., 2007. Assessment of Co-production of Transportation Fuels and

Electricity. Electric Power Research Institute.
Slaughter, A.J., Corbin, R., Medlock III, K.B., Hendicott, D., Sawyer, K., Jensen, J., Speltz, M.,

2007. Topic Paper #9: Gas to Liquids (GTL). National Petroleum Council Working
Paper (Jul. 2007).

Taylor, P., Schanke, D., Wagner, M., 2008. Large scale GTL demonstrations. Hydrocarb. Eng.
37–40 (June 2008).

Villar, J.A., Joutz, F.L., 2006. The Relationship Between Crude Oil and Natural Gas Prices.
Energy Information Administration, Office of Oil and Gas (Oct. 2006 (http://ftp.eia.
doe.gov/pub/oil gas/naturalgas/featurearticles/2006/reloilgaspri/reloilgaspri.pdf)).

Wallace, J., Wang, M., Weber, T., Finizza, A., 2001. Well-to-wheel Energy Use and Green-
house Gas Emissions of Advanced Fuel/vehicle Systems — North American Analysis.
Argonne National Laboratory Transportation Technology R&D Center.

Wang, M.Q., Huang, H.S., 1999. A Full Fuel-cycle Analysis of Energy and Emissions Impacts
of Transportation Fuels Produced From Natural Gas. Argonne National Laboratory
Center for Transportation Research.

http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0110
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0110
http://energy.mit.edu/publication/on-the-road-toward-2050/
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0120
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0120
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0125
http://dx.doi.org/10.1787/eneprice-data-en
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0135
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0135
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0140
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0140
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0145
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0145
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0150
http://globalchange.mit.edu/research/publications/2067
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0160
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0160
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0165
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0165
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0165
http://www.usaee.org/usaee2012/submissions/OnlineProceedings/USAEE%20PP.pdf
http://www.usaee.org/usaee2012/submissions/OnlineProceedings/USAEE%20PP.pdf
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0175
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0175
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0175
http://energy.mit.edu/publication/future-natural-gas/
http://energy.mit.edu/publication/future-natural-gas/
http://globalchange.mit.edu/files/document/MITJPSPGC_Rpt272.pdf
http://globalchange.mit.edu/files/document/MITJPSPGC_Rpt272.pdf
https://www.wider.unu.edu/sites/default/files/wp2012-065.pdf
https://www.wider.unu.edu/sites/default/files/wp2012-065.pdf
http://dx.doi.org/10.1016/j.cattod.2009.01.006
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0200
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0200
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0200
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0210
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0210
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0210
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0215
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0215
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0220
http://www.inl.gov/technicalpublications/Documents/3318115.pdf
http://www.inl.gov/technicalpublications/Documents/3318115.pdf
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0230
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0230
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0235
http://papers.sae.org/972898/
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0245
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0245
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0250
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0250
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0255
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0255
http://www.energy.gov.za/files/IEP/presentations/GasToLiquidTechnologies30March2012.pdf
http://www.energy.gov.za/files/IEP/presentations/GasToLiquidTechnologies30March2012.pdf
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0265
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0270
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0270
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0275
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0275
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0280
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0280
http://ftp.eia.doe.gov/pub/oil%20gas/naturalgas/featurearticles/2006/reloilgaspri/reloilgaspri.pdf
http://ftp.eia.doe.gov/pub/oil%20gas/naturalgas/featurearticles/2006/reloilgaspri/reloilgaspri.pdf
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0290
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0290
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0290
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0295
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0295
http://refhub.elsevier.com/S0140-9883(17)30027-0/rf0295


Joint Program Reprint Series - Recent Articles
For limited quantities, Joint Program publications are available free of charge. Contact the Joint Program office to order.  

Complete list: http://globalchange.mit.edu/publications

MIT Joint Program on the Science and Policy  
of Global Change

Massachusetts Institute of Technology 
77 Massachusetts Ave., E19-411  
Cambridge MA 02139-4307 (USA)

T (617) 253-7492     F (617) 253-9845 
globalchange@mit.edu 
http://globalchange.mit.edu

2017-8 The economic viability of Gas-to-Liquids technology 
and the crude oil-natural gas price relationship. Ramberg, D.J., 
Y.‑H.H. Chen, S. Paltsev and J.E. Parsons, Energy Economics, 63: 
13–21 (2017)

2017-7 The Impact of Oil Prices on Bioenergy, Emissions 
and Land Use. Winchester, N. and K. Ledvina, Energy Economics, 
65(2017): 219–227 (2017)

2017-6 The impact of coordinated policies on air pollution 
emissions from road transportation in China. Kishimoto, P.N., 
V.J. Karplus, M. Zhong, E. Saikawa, X. Zhang and X. Zhang, 
Transportation Research Part D, 54(2017): 30–49 (2017)

2017-5 Twenty-First-Century Changes in U.S. Regional Heavy 
Precipitation Frequency Based on Resolved Atmospheric Patterns. 
Gao, X., C.A. Schlosser, P.A. O’Gorman, E. Monier and D. Entekhabi, 
Journal of Climate, online first, doi: 10.1175/JCLI‑D‑16‑0544.1 (2017)

2017-4 The CO2 Content of Consumption Across U.S. Regions: 
A Multi-Regional Input-Output (MRIO) Approach. Caron, J., 
G.E. Metcalf and J. Reilly, The Energy Journal, 38(1): 1–22 (2017)

2017-3 Human Health and Economic Impacts of Ozone 
Reductions by Income Group. Saari, R.K., T.M. Thompson and 
N.E. Selin, Environmental Science & Technology, 51(4): 1953–1961 
(2017)

2017-2 Biomass burning aerosols and the low-visibility events 
in Southeast Asia. Lee, H.‑H., R.Z. Bar‑Or and C. Wang, Atmospheric 
Chemistry & Physics, 17, 965–980 (2017)

2017-1 Statistical emulators of maize, rice, soybean and 
wheat yields from global gridded crop models. Blanc, É., 
Agricultural and Forest Meteorology, 236, 145–161 (2017)

2016-25 Reducing CO2 from cars in the European Union. 
Paltsev, S., Y.‑H.H. Chen, V. Karplus, P. Kishimoto, J. Reilly, 
A. Löschel, K. von Graevenitz and S. Koesler, Transportation, online 
first (doi:10.1007/s11116‑016‑9741‑3) (2016)

2016-24 Radiative effects of interannually varying vs. 
interannually invariant aerosol emissions from fires. Grandey, B.S., 
H.‑H. Lee and C. Wang, Atmospheric Chemistry & Physics, 16, 
14495–14513 (2016)

2016-23 Splitting the South: China and India’s Divergence in 
International Environmental Negotiations. Stokes, L.C., A. Giang 
and N.E. Selin, Global Environmental Politics, 16(4): 12–31 (2016)

2016-22 Teaching and Learning from Environmental Summits: 
COP 21 and Beyond. Selin, N.E., Global Environmental Politics, 
16(3): 31–40 (2016)

2016-21 Southern Ocean warming delayed by circumpolar 
upwelling and equatorward transport. Armour, K.C., J. Marshall, 
J.R. Scott, A. Donohoe and E.R. Newsom, Nature Geoscience 9: 
549–554 (2016)

2016-20 Hydrofluorocarbon (HFC) Emissions in China: An 
Inventory for 2005−2013 and Projections to 2050. Fang, X., 
G.J.M. Velders, A.R. Ravishankara, M.J. Molina, J. Hu and R.G. Prinn, 
Environmental Science & Technology, 50(4): 2027–2034 (2016)

2016-19 The Future of Natural Gas in China: Effects of Pricing 
Reform and Climate Policy. Zhang, D. and S. Paltsev, Climate 
Change Economics, 7(4): 1650012 (2016)

2016-18 Assessing the Impact of Typhoons on Rice Production 
in the Philippines. Blanc, É. and E. Strobl, Journal of Applied 
Meteorology and Climatology, 55: 993–1007 (2016)

2016-17 Uncertainties in Atmospheric Mercury Modeling for 
Policy Evaluation. Kwon, S.Y. and N.E. Selin, Current Pollution 
Reports, 2(2): 103–114 (2016)

2016-16 Limited Trading of Emissions Permits as a Climate 
Cooperation Mechanism? US-China and EU-China Examples. 
Gavard, C., N. Winchester and S. Paltsev, Energy Economics, 
58(2016): 95–104 (2016)

2016-15 Interprovincial migration and the stringency of energy 
policy in China. Luo, X., J. Caron, V.J. Karplus, D. Zhang and 
X. Zhang, Energy Economics, 58(August 2016): 164–173 (2016)

2016-14 Modelling the potential for wind energy integration 
on China’s coal-heavy electricity grid. Davidson, M.R., D. Zhang, 
W. Xiong, X. Zhang and V.J. Karplus, Nature Energy, 1: 16086 (2016)

2016-13 Pathways to Mexico’s climate change mitigation 
targets: A multi-model analysis. Veysey, J., C. Octaviano, K. Calvin, 
S. Herreras Martinez, A. Kitous, J. McFarland and B. van der Zwaan, 
Energy Economics, 56(May): 587–599 (2016)

2016-12 Uncertainty in future agro-climate projections in 
the United States and benefits of greenhouse gas mitigation. 
Monier, E., L. Xu and R. Snyder, Environmental Research Letters, 
11(2016): 055001 (2016)

2016-11 Impact of Aviation on Climate: FAA’s Aviation Climate 
Change Research Initiative (ACCRI) Phase II. Brasseur, G., 
M. Gupta, B. Anderson, S. Balasubramanian, S. Barrett, D. Duda, 
G. Fleming, P. Forster, J. Fuglestvedt, A. Gettelman, R. Halthore, 
S. Jacob, M. Jacobson, A. Khodayari, K. Liou, M. Lund, R. Miake‑Lye, 
P. Minnis, S. Olsen, J. Penner, R. Prinn, U. Schumann, H. Selkirk, 
A. Sokolov, N. Unger, P. Wolfe, H. Wong, D. Wuebbles, B. Yi, P. Yang 
and C. Zhou, Bull. Amer. Meteor. Soc., 97(4): 561–583 (2016)

http://globalchange.mit.edu/publications
mailto:globalchange%40mit.edu?subject=
http://globalchange.mit.edu

	1-s2.0-S0140988317300270-main.pdf
	The economic viability of gas-�to-�liquids technology and the crude oil–natural gas price relationship
	1. Introduction
	2. A CGE model with a GTL technology
	2.1. The GTL technology
	2.2. Embedding GTL in a CGE model

	3. Analysis of scenarios
	3.1. Scenario HH: base case GTL and gas extraction costs
	3.2. Scenario LH: low gas extraction costs
	3.3. Scenario HL: low cost and highly efficient GTL
	3.4. Scenario LL: low cost and highly efficient GTL combined with low cost natural gas production

	4. Conclusion
	Acknowledgments
	References



