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Houston Energy Capital 
Posted on February 26, 2010 | By Lane Sloan 

Welcome to e-City Beat. My intent of this blog is to give you some insights into the 
Houston energy scene, to talk about the bigger strategic energy issues, and to share 
some key energy thoughts on unfolding trends. What better way to start than having a 
conversation on Houston as the Energy Capital of the World, and how it can maintain 
this position. 

Houston has been rather schizophrenic over the years about its position as the Energy 
Capital of the World. Certainly, the heady crude prices of the late 1970s and the early 
1980s made Houston a boom-town. The downside was the heavy reliance on energy, 
which brought on economic turmoil when crude prices collapsed in the mid 1980s. We 
are all familiar with this story and know that the general sentiment turned to 
diversifying Houston’s economic portfolio. Of course, that makes sense for a city not to 
be totally dependent on one industrial sector. We diversify our financial portfolios for 
the same reason, to reduce the downside risk. 

Energy is a long-cycle business and it took awhile for the industry to recover, which 
didn’t really start until the early 2000s. It’s all about supply and demand. There was 
plenty of supply through the 1990s but the economic growth of China and India in 
particular has eroded that excess supply in oil driving up crude prices to unprecedented 
levels. Nevertheless, there has been a discomfort within Houston to fully embrace being 
the Energy Capital. This is not only due to memories of the past energy down cycle but 
also to the reputation that comes from being labeled with traditional energy. 

Past environmental issues such as the Exxon Valdez oil spill or the tainted collapse of 
Enron throw off negative images toward Houston where ‘big Oil’ resides. On top of that, 
concerns on green house gases coming from fossil fuels are in the global limelight with 
emotions running high. And whenever gasoline prices rise fairly steeply and oil 
companies’ profits surge, their leaders are paraded in front of congress on national TV 
to deflect the public resentment. 

From my stanpoint, it use to bother me a great deal to hear speeches from our public 
leaders that would highlight our wonderful medical center, punctuate NASA, and 
proclaim our friendly progressive business environment but ignore any comment about 
being the Energy Capital. So this head in the sand rhetoric was rather confusing to 
outsiders and adrift from economic realities, as energy drives almost half the Houston 
economy. 

What should Houston leaders say or do about being the Energy Capital? Objectively, the 
first thing to do is peer into the future. The story behind China’s and India’s growth is 
not temporary. Developing countries are going through the same industrialization 
process that the developed countries (ie. OECD) went through the last century and a 
half. Michael Economides points out in his book: Energy: China’s Choke Point, that “In 
the United States there are more than 110 cars per one hundred people; in China it is 
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still fewer than ten cars per hundred people” (p. 16) Global population is seen as 
climbing from about 6.8 billion people to 9 or even 10 billion by mid century. It’s easy 
to see why some forecasts predict energy demand doubling over the next fifty years. 
The National Petroleum Council report in 2007 chaired by Lee Raymond from 
ExxonMobil labeled Facing the Hard Truths about Energy said, “The world is not running 
out of energy sources, but there are accumulating risks to continuing expansion of oil 
and natural gas production from conventional resources relied upon historically.” 
Translated this means higher energy prices certainly in the short and mid-term, perhaps 
even long-term. 
 
Now, anyone with a little business savvy knows this future spells good new for Houston 
albeit recognizing there will be normal economic cycles that will dampen energy 
economics from time to time. The interplay of interfuel substitutability will depend not 
only on technological advances but also on fiscal policy. Whether one believes in global 
warming or not, the debate has brought on uncertainty around environmental risks that 
will likely be dealt with in some national energy policy or regulatory regime.  

Houston would be wise to plan for varying outcomes. Moreover, the United States and 
other developed countries have a security risk around crude oil that provides well over 
90% of our transportation fuels, at least today. We all know the political challenges 
around the Middle-east that has about two-thirds of the world’s proven oil reserves. 
Wars have been fought over constrained energy resources in the past. Energy is 
intertwined with not only economic security but also national security. If Houston were 
to lose its prominence as the Energy Capital, in my opinion, this has national security 
implications as well since you can be assured that the critical mass capability would 
move offshore to some other global city, most likely to China. So, bottom line is that the 
future looks robust and Houston is in a unique position beyond just economic 
considerations to help protect this country. 

The next important question involves choices measured against alternative economic 
sectors and Houston’s competitive position in energy. This really gets back to whether 
Houston diversifies away from energy. We are not talking about being smart in adding 
new businesses to our economy but purposely trying to divest of energy. Companies 
divest of businesses. Should the city try to divest of energy? Well, that can effectively 
take place if the city does not promote it. As people often say no decision is a decision. 
Houston could become the “Detroit” of energy if it does not get integrally involved in 
the changing energy landscape. 

As a former Executive Professor at UH’s Bauer College of Business teaching corporate 
strategy, I know that many mistakes are made by not pursuing one’s fundamental 
strengths. Diversifying into “widgets” without core competencies is clearly risky. Some 
of you may remember Mobil buying Montgomery Wards. Let’s just say it was a total 
failure. 

What are Houston’s fundamental strengths in energy? Well, taken as a whole, energy is 
the biggest business in the world. It has massive scale and long-cycle projects. Houston 
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understands this complex global energy system with both technical and business talent. 
This is where energy decisions are made and deals get done, where energy trading 
takes place, and where significant infrastructure resides. In the end, it is about the 
people; what they know and do: bankers who understand energy lending, lawyers who 
write energy contracts, consultants who advise on energy opportunities, engineers who 
understand energy technologies, processes, and operations, service providers who build 
the facilities and drill the wells, energy accountants who understand intangible drilling 
costs, and the list is endless. We could go into much more detail but no reason to give 
away all of our competitive secrets. 

People all over the world are pursuing energy opportunities because of the enconomics 
highlighted earlier. Many cities want to be the capital of some aspect of energy, like San 
Diego wants to be the biofuels capital and so forth. All of this effort is good because 
energy, in my opinion, is the biggest challenge facing the world in this first half century. 
However, it is naive to think about sectors of energy as distinct and stand alone. As we 
told Vestas when they were looking to locate a wind research facility in the United 
States, ‘you are competitively in the energy business with a focus on the wind sector.’ 
They took our advice and chose to locate in Houston. There is no city remotely close to 
understanding the scale, economics, interfuel substitutability, processes, and 
infrastructure requirements in this long-cycle industry than Houston, Texas. 

Now having said all of this, how do we perpetuate Houston as the Energy Capital? Well, 
this is the mission of the Greater Houston Partnership’s Energy Collaborative committee. 
About five years ago, the University of Houston was hosting a meeting involving energy 
leaders in the community on the idea of UH becoming an energy university. The 
concept was based on a collaborative framework referred to by Dr. Michael Porter as a 
cluster model involving academia, industry, economic development, and government 
organizations. Rob Mosbacher was in attendance and his advice was that these ideas 
clearly involved UH, but were bigger in scope. With his prior role as Chairman of the 
Greater Houston Partnership, he agreed to form the Energy Collaborative committee 
under the auspices of the Partnership. 

When Rob received an opportunity with the Bush Administration in Washington DC, I 
became the Chairman of this committee with a role to organize such an undertaking, 
which took a couple of years. This has produced a five-year strategic energy plan 
approved by the GHP in 2009. Last year, John Hofmeister became the Chairman with 
my continued support and he has accepted that position again for 2010. There are four 
subcommittees within the Energy Collaborative: Workforce Development, Cluster 
Development, Policy Development, and Marketing. 

If you want to retain an industry and bring in new companies to Houston, then an 
appropriate high quality workforce must be available. Most of you have heard that the 
demographics of traditional energy workers are lopsided on the gray side with 
projections that half could retire in the coming decade. Renewable energy requires 
training and development for entirely new jobs. From just a handful of people a few 
years ago, this Workforce Development subcommittee now requires an auditorium to 
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house its quarterly meetings. Monte King from Shell Oil and Marshall Schott from the 
University of Houston have been the leaders in creating the focus on k-16 energy 
education, particularly targeting science, technology, engineering, and math for this 
highly technical industry. This will be the subject of a future blog. 

The Cluster Development subcommittee is all about expanding Houston’s portfolio into 
new energy sectors that fit Houston’s profile and capabilities. It is currently led by Dr. 
Ray Cline from the University of Houston and Walter Ulrich who is the CEO of the 
Houston Technology Center. Let’s face it, approximately 84% of the world’s energy 
consumption is fossil fuels, and almost 70% of that is crude oil/natural gas according to 
the Energy Information Agency data. So, Houston’s dominant position in oil & gas in 
this country represents a terrific strength that already serves as a magnet to draw in oil 
& gas companies. Developing an equivalent critical mass and magnetism for renewable 
energy sources requires a concerted effort. 

Wind makes sense for Texas and Houston. According to the American Wind Energy 
Association, in 2008 Texas had over twice the installed wind generating capacity of 
second place Iowa. California was third. The University of Houston launched an effort to 
create the Lone Star Wind Alliance supported by the Energy Collaborative. This has now 
evolved into the Wind Alliance with John White as the Managing Director. The Cluster 
Development subcommittee sees this collaborative effort as a prototype for other 
renewable sectors. This should be another future blog. 

Solar energy for industrial scale still needs further progress on technology and 
economics, but Houston must think about positioning itself as the cost trends are 
positive. Texas is ideally located as part of both the Sun Belt and the wind corridor. 
West Texas winds tend to blow more at night and the morning, which makes solar an 
attractive combination particularly with the new transmission lines under development. 
Locally, Houston installed solar panels on top of the George R. Brown Convention 
Center that are capable of producing 100 kilowatts as part of the Solar Americas Cities 
partnership with the DOE. The Cluster Development’s task force on solar led by 
emerging solar companies is grappling with building core strengths that make sense for 
Houston. 

Industrial scale wind and solar are really about power generation that is often remote 
from population centers requiring a significant enhancement in our national 
transmission grid. Texas is uniquely positioned with the ERCOT system to be a 
prototype model of a national grid; development of new transmission lines from West 
Texas wind fields is already being pursued. And of course we live in an information age. 
Developing a smart grid provides significant opportunity on managing the demand side 
of energy intelligently. Part of that is smart metering, and CenterPoint is rolling out over 
2 million smart meters by 2013. This whole area represents a significant opportunity for 
Houston to pursue, which is the charter of the Smart Grid task force of the Cluster 
Development subcommittee led by former PUC Commissioner Brett Perlman. 
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The other task force being pursued by the Cluster Development subcommittee is 
biofuels–not surprising with the outlook for transportation markets. With about 25% of 
the US refining capacity on the Texas Gulf Coast and the region’s sophisticated pipeline 
network, this refining/petrochemical infrastructure will evolve to incorporate biocrude 
and drop in biofuels. More importantly, Houston has the knowledge base as highlighted 
earlier on processing and scale needed to make biofuels fungible and economic. 
Development of various biofuels feedstock is happening all around the world, but 
Houston can leverage is strength to be the dominant leader in this emerging business. 
Norm Whitton, CEO of Sunrise Algae, and Hoyt Thomas, COO Organic Fuels are leading 
this task force. 

Expanding Houston’s energy portfolio is important but only a component of 
perpetuating Houston as the Energy Capital. As John Hofmeister often notes, the zig 
and zag energy policy that comes out of Washington DC does not match the nature of a 
long-cycle business like energy. Much of the policy discussion today seems geared 
around the long-term future and lacking a balanced perspective on the short and 
medium-term that is not good for Houston or the country’s economic and energy 
security. The GHP is the natural vehicle to speak out on what’s needed for a balanced 
coherent energy policy framework at the national, state, and local levees that takes into 
account the short, mid, and long-term needs. As a result, the Energy Collaborative has 
formed an energy policy subcommittee this year led by Bill Swanstrom of Locke, Lord, 
Bissell & Liddell and Chris Ross of CRA International. 

The fourth subcommittee on marketing focuses on how to keep Houston as the premier 
energy hub. This subcommittee is led by David Holt of Consumer Energy Alliance and 
myself. All of the other subcommittees provide content into this endeavor. The GHP 
recognized that it would be important to provide a forum to discuss energy issues and 
showcase Houston’s talent, which has been branded as Americas Energy Future. Last 
year’s energy summit focused on Assessing our Paths to Energy Security. The inaugural 
event in 2008 was the Houston Presidential Summit. This year the theme will 
be Emerging Technologies & Job Creation to be held on October 12, 2010 at the Hilton 
Americas. 
 
Of course, there is much more to marketing Houston than events. John Hofmeister has 
facilitated bringing in key senators such as Debbie Stabenow (Michigan) and Ron 
Wyden (Oregon) to hear the Houston energy story. Part of the purpose of this blog is to 
out more of the word on the GHP Energy Collaborative. There will be more happening 
in October as energy month. Let’s leave it at that. 

The Energy Collaborative is only part of the leadership equation in this city, not the 
least of which is our universities. President Khator has picked up the efforts started 
back in 2005 to make UH an energy university. She has a distinguished UH Energy 
advisory board of industry leaders, and UH has purchased the Sclumberger land next to 
the main campus to develop an energy park. Rice University has many energy activities 
such as the Baker Institute, the Rice Alliance, and the Smalley Institute for Nanoscale 
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Science and Technology. For many, including myself, Texas A&M at College Station is 
part of the Greater Houston community, and it has enormous strengths in energy. TSU, 
the Houston Community College, and virtually all of the other universities and 
community colleges around Houston have energy programs. Plus, the Energy 
Collaborative has engaged the University of Texas and Texas Tech as part of its 
collaborative community. 

There are many other leaders including former Mayor Bill White’s efforts on energy 
efficiency and sustainability. The Houston Technology Center’s energy sector has 
become the place to go for both traditional and renewable energy start-ups with a 
screening committee that is the who’s who of energy companies in Houston. Lots of 
other Houston efforts have begun and it is clear that energy is one of the most critical 
challenges facing the world, and Houston has a big role to play. In fact, by the 
community speaking out with its deep understanding of the issues and trying to do 
something about them, Houston can become a positive image for the entire energy 
industry and a real leader for the country as the energy city of the future. 


