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Figure 1:  Geographic extent of the potentially productive areas in Ohio for the Utica and 

Marcellus Shale formations (courtesy of the Ohio Department of Natural Resources, Division 
of Geological Survey)   

 

III. Shale Development and the 
Hydrocarbons Sector 
 

Were it not for the Natural Gas Policy Act 
(NGPA) of 1978, shale and other 
“unconventional” resources might still rest 
undisturbed today.  Enacted a few years 
after Middle Eastern exporters shut off oil 
shipments to the United States and other 
western nations, thereby causing energy 
prices to skyrocket, this legislation did away 
with a comprehensive set of regulations 
governing pricing and production.  In effect, 
a nationwide market for natural gas was 
created largely by guaranteeing universal 
access to the interstate pipeline system at 
fees approved by the Federal Energy 

Regulatory Commission (FERC).  This 
deregulation encouraged energy companies 
to seek out and extract gas from resources 
such as low permeability sandstones, coal 
seams, the Devonian shale formation, and 
deep reservoirs.  Even more consequential 
has been the development and adoption of 
technology needed to exploit deposits 
formerly regarded as economically 
unfeasible, including shale formations.4

                                                        
4 Examples of technological advances include 
improvements in hydraulic fracturing (“fracking”), 
which has been used since the late 1940s to extract 
hydrocarbons from impermeable geologic strata, as 
well as horizontal drilling, which is an alternative to 
the vertical boring that the oil and gas industry had 
relied on since its earliest days in places like Ohio and 
Pennsylvania.  There also have been great strides in 

 



From Kostelnick (2010), 
modified from Schmoker and Oscarson (1995). 

What makes this so different… 



Horizontal operations are much larger than conventional operations. 
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At a glance
Lower feedstock and energy 
costs from shale gas could 
help US manufacturers.

More chemical, metal, and 
industrial manufacturers are 
communicating to investors 
that shale gas developments 
have driven demand for 
their products.

US manufacturers could 
employ approximately 
one million more workers 
by 2025.
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Table 10: Value Added and Employment Total Impacts from Planned Spending 
 

 
Value Added in 

Millions of 2010 Dollars  Number of Jobs* 
Sector 2011 2012  2011 2012 
Ag, Forestry, Fish & Hunting 25.3 28.8  872 999 
Mining 1,747.6 1,914.1  18,445 20,199 
Utilities 210.8 244.8  531 610 
Construction 1,768.6 1,939.4  29,315 32,144 
Manufacturing 418.5 477.6  3,359 3,810 
Wholesale Trade 1,618.0 1,791.2  12,053 13,344 
Retail trade 906.5 1,055.8  17,781 20,780 
Transportation & Warehousing 415.4 465.8  5,703 6,399 
Information 308.8 353.1  1,935 2,217 
Finance & Insurance 743.7 852.2  5,608 6,411 
Real estate & rental 1,266.8 1,486.9  5,645 6,653 
Professional- scientific & tech services 1,261.8 1,405.1  13,159 14,658 
Management of companies 229.7 257.3  1,551 1,737 
Administrative & waste services 309.8 349.9  7,388 8,340 
Educational services 144.2 178.8  3,302 4,050 
Health & social services 779.4 916.3  13,586 15,963 
Arts- entertainment & recreation 91.6 110.6  2,678 3,214 
Hotel & food services 235.8 281.4  8,044 9,557 
Other services 270.6 317.5  6,989 8,237 
Government & Misc. 90.8 104.5  1,749 2,012 
Total 12,843.7 14,531.3  159,695 181,335 
* Number of jobs represents estimated direct, indirect, and induced jobs during each year that result from 
Marcellus activity in Pennsylvania 
 

VIII. Forecasts of Marcellus Industry Activity and Economic Impacts out to 2020 

As the above analysis demonstrates, the economic impacts of the Marcellus gas industry are 
driven by inter-industry spending to support drilling activity and payments to land owners. As 
the Marcellus is developed, royalties will dominate payments to land owners, as the planned 
spending estimates presented illustrate for 2012. Therefore, to project future royalties a forecast 
of natural gas production is required.  
 
Natural gas production in any period is the sum of production from current and all previous 
vintages of producing wells. The production profile of typical shale wells entails a rather sharp 
initial decline in the production rate and after a few years a much slower rate of decline.  The 
production decline curves used in this study are depicted below in Figure 14, starting out with 
3.6 BCF of estimated ultimate recoverable reserves (EUR) and gradually increasing to 4.6 BCF 
EUR by 2020, reflecting industry advances in recovery technology. Given this decline curve, 
average annual production from a Pennsylvania Marcellus horizontal well is over 650 mmcf 
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Table�50:�Utica�Employment�Impact�Analysis:�Industries�in�Ohio�with�at�Least�10�Employees�
�
Category 2011 2012 2013 2014 2015
Support�activities�for�mining 2,473�������� 13,521����� 63,118����� 105,709��� 117,204���
Retail�trade 166����������� 1,007�������� 4,948�������� 8,990�������� 10,743�����
Professional�and�technical�services 149����������� 885����������� 4,299�������� 7,675�������� 8,988��������
Administrative�and�support�services 107����������� 625����������� 3,023�������� 5,365�������� 6,236��������
Ambulatory�health�care�services 106����������� 634����������� 3,215�������� 5,911�������� 7,060��������
Construction 98�������������� 660����������� 3,235�������� 6,673�������� 9,077��������
Food�services�and�drinking�places 71�������������� 434����������� 2,156�������� 3,994�������� 4,940��������
Wholesale�trade 54�������������� 321����������� 1,539�������� 2,722�������� 3,162��������
Real�estate 43�������������� 259����������� 1,287�������� 2,307�������� 2,670��������
Personal�and�laundry�services 33�������������� 201����������� 1,010�������� 1,834�������� 2,158��������
Private�households 24�������������� 148����������� 737����������� 1,349�������� 1,606��������
Monetary�authorities�Ͳ�central�bank 23�������������� 133����������� 647����������� 1,155�������� 1,348��������
Repair�and�maintenance 22�������������� 128����������� 616����������� 1,084�������� 1,247��������
Rental�and�leasing�services 21�������������� 117����������� 550����������� 948����������� 1,078��������
Hospitals 21�������������� 125����������� 634����������� 1,168�������� 1,420��������
Membership�associations�and�organizations 18�������������� 109����������� 537����������� 967����������� 1,144��������
Nursing�and�residential�care�facilities 15�������������� 93�������������� 470����������� 873����������� 1,075��������
Fabricated�metal�product�manufacturing 13�������������� 75�������������� 351����������� 588����������� 633�����������
Securities,�commodity�contracts,�investments 12�������������� 69�������������� 334����������� 598����������� 699�����������
Management�of�companies�and�enterprises 11�������������� 65�������������� 309����������� 526����������� 575�����������
Educational�services 10�������������� 63�������������� 324����������� 619����������� 786�����������
Performing�arts�and�spectator�sports 10�������������� 61�������������� 297����������� 543����������� 658�����������
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costs from shale gas could 
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More chemical, metal, and 
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communicating to investors 
that shale gas developments 
have driven demand for 
their products.

US manufacturers could 
employ approximately 
one million more workers 
by 2025.
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Table 7. Employment Impacts Due to Ohio Utica Shale Development 
  Industry 2011 2012 2013 2014 

Field 
Development 

& 
Supply Chain 

Subtotal 575 4,369 16,646 28,153 

Support activities for oil and gas operations 59 1,058 5,450 10,843 

Construction of new nonresidential manufacturing structures 169 1,232 4,746 7,670 

Construction of other new nonresidential structures 173 994 2,552 3,213 

Wholesale trade businesses 66 398 1,374 2,228 

Transport by truck 49 253 965 1,591 

Transport by water 3 37 148 243 

Lessors of nonfinancial intangible assets 1 7 30 51 

Cement manufacturing 3 28 114 187 

Valve and fittings other than plumbing manufacturing 2 45 186 313 

Commercial and industrial machinery and equipment rental and 
leasing 

7 39 155 262 

Electric power generation, transmission, and distribution 6 26 81 127 

Fabricated pipe and pipe fitting manufacturing 1 32 133 223 

Natural gas distribution 1 6 23 38 

Maintenance and repair construction of nonresidential structures 8 72 232 427 

Services to buildings and dwellings 28 141 459 736 

Mixed 
Sources of 
Demand 

Subtotal 270 1,257 3,958 6,279 

Real estate establishments 105 452 1,367 2,123 

Insurance carriers 28 125 373 572 

Monetary authorities and depository credit intermediation activities 28 135 430 689 

Nondepository credit intermediation and related activities 14 67 204 318 

Telecommunications 11 55 178 284 

Employment services 39 206 699 1,140 

Securities, commodity contracts, investments, and related activities 29 148 501 836 

Insurance agencies, brokerages, and related activities 15 69 206 318 

Professional   
Services 

Subtotal 138 872 3,299 5,712 

Architectural, engineering, and related services 30 232 877 1,502 

Management of companies and enterprises 15 103 405 721 

Legal services 32 151 522 841 

Environmental and other technical consulting services 15 122 553 1,019 

Management, scientific, and technical consulting services 10 56 246 482 

Accounting, tax preparation, bookkeeping, and payroll services 16 93 325 543 

Business support services 13 73 259 433 

Office administrative services 6 43 111 172 

Personal 
Services 

Subtotal 858 3,676 10,627 16,066 

Imputed rental activity for owner-occupied dwellings NA NA NA NA 

Retail Stores 289 1,318 3,853 5,840 

Food services and drinking places 190 856 2,527 3,865 

Private hospitals 95 367 1,014 1,498 

Offices of physicians, dentists, and other health practitioners 88 361 1,019 1,520 

Nursing and residential care facilities 77 266 730 1,083 

Medical and diagnostic labs and outpatient and other ambulatory care 25 94 264 395 

Civic, social, professional, and similar organizations 40 180 547 850 

Automotive repair and maintenance, except car washes 21 100 302 460 

Individual and family services 35 133 372 554 

  Total 2,275 12,150 40,606 65,680 

Note: Industries are sorted by 2014 output impact within sectors 
NA: Not applicable 
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Marcellus Shale Activity 
Pennsylvania 

 
2012:  144 Marcellus wells drilled in Jan. 
 
2011:  1,937 Marcellus Shale wells drilled 
 
2010:  1,454 Marcellus Shale wells drilled 
 
2009:  763 Marcellus Shale wells drilled 
 
2004:  Range credited w/1st Horizontal Marcellus  
 
 
* Pennsylvania DEP's Office of  Oil and Gas Management 

                       



Shale Activity Ohio 

As of  March 2012, Horizontal Shale wells drilled: 
 

•  50 Utica/Point Pleasant Shale Wells 

•  7 Marcellus Shale Wells 

OH is about where PA was in 2005/06 
 
 * Ohio DNR’s Division of  Oil and Gas Resources Management 



Economic Development 

The “Boom- to-Bust” Cycle? 
•  Real or perceived? It’s about timing 

and location. 

•  As drilling becomes production, jobs 

and economics change. 

•  Regional goal is to create sustainable 

economic impact up and down the 

supply chain and industry stream. 



Economic Development 

Ohio regions are poised to prosper: 
•  Tax Structure for Manufacturing 

ü  No tax on capital investment in machinery & 

equipment, no tax on inventory, no 

corporate profits tax. 

•  Infrastructure 
ü  Roads, communities, people… 

•  Regional Industry Strengths & History 
ü  Steel, polymers, chemicals, compressors, 

engines … 



Upstream 
   Midstream 
      Downstream 
        and Beyond… 

LEVERAGING
A centerpiece of NiSource’s long-term growth strategy is the ongoing development and delivery
of new infrastructure projects that capitalize on our core gas transmission and storage assets
and our unparalleled geographic footprint in the prolific Marcellus Shale production area.

During 2010, NiSource Gas Transmission & Storage (NGT&S) completed or neared
completion of more than $150 million in strategic growth projects serving the Marcellus
region – providing market access for more than 500,000 dekatherms of natural gas per day. 

From a strategic standpoint, our $80 million Majorsville series of projects, completed in
the third quarter of 2010 on-time and on-budget, serve as the cornerstone of a number of
additional growth projects currently in process across the Marcellus play. These
projects, many yet to deliver a full year’s
earnings run rate, boosted NGT&S revenues by
more than $20 million in 2010. 

Looking forward, another key component of
NGT&S’ growth strategy is investing in the
infrastructure needed to serve new gas-fired electric generation markets. Across
the NGT&S footprint, a number of large electric companies are actively engaged
in planning their future generation requirements, many of which are expected to
be based on natural gas. A prime example that we’re targeting to launch later
this year involves an investment to provide 250,000 dekatherms per day of firm
long-term transportation to serve a new large gas-fired generating station.

NiSource Inc.

5

BUILDING
R E L I A B I L I T Y

A BALANCED
BUSINESS PLAN

Now in its seventh year, NiSource’s
balanced, four-part business plan

continues to deliver solid results from
our low-risk portfolio of regulated

assets. As we move forward, the
fundamental components of that plan

remain unchanged:

• Expansion of our natural gas pipeline
and storage business

•  Infrastructure modernization programs
synchronized with regulatory initiatives

•  Financial management

•  Cost and process management



Thank you! 
All studies and references in this  

presentation are available at 

  
WWW.CAPITOLINTEGRITY.COM 

 


