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A few weeks ago, I heard an interesting BBC story about the future of America’s energy industry.

The big takeaway was that a consensus is developing among industry observers, that, if things break
right, the U.S. could be completely energy independent in 10 years or so.

Driving this possibility is a combination of three factors: significant improvements in energy efficiency; the
expansion of alternative energy sources such as wind and solar; and most critically, the fracking-induced boom
in oil and natural gas.

As Graph 1 shows, in 2011 the United States
produced more natural gas than ever before in its history,
the fifth consecutive year this has happened.  More
strikingly, thanks to fracking techniques, the growth in
natural production is accelerating: last year’s 6.5 percent
jump in production was the highest in three decades, and
the second-highest annual growth rate in the past 60
years.  2012 looks to continue the trend.

As a result of this explosion in domestic
production, within one generation, natural gas will go from
being the fourth most important source of energy for
electrical generation to the most important, a reflection of
not just its abundance, but also its relative safety (versus
nuclear) and cleanliness (versus coal).  And that doesn’t
begin to touch the potential for the widespread adoption
of vehicles run on natural gas, a possibility Wyoming and
some other gas-rich states are tentatively starting to
explore.  (Graph 2)

The implications of the U.S. beubg energy-
independent are profound.  Geo-politically, of course,
eliminating our dependence on Middle East and other
foreign oil sources would make it far easier for us to
assume an honest broker’s posture in world affairs,
shedding our current need to kowtow to regimes whose
hydrocarbons trump policies we decry.  Similarly, the
natural gas boom will likely lead America toward much
cleaner, much cheaper infrastructure costs (e.g. electricity
and transportation) than those seen in other countries,
greatly improving our competitive position in
manufacturing and, with it, our economic strength.

Assuming that fracking is not shown to be even worse for the environment than it currently appears to be,
what the fracking boom has done is bestow upon America a gift of enormous proportions.  If we’re smart, we as
a nation won’t treat the fracking boom the way be like Wyoming and other energy boom states have treated
previous energy booms, assuming the boom will continue forever and not taking steps for its inevitable bust.  If,
instead, the nation uses this gift of natural gas as a tool to transition to a future where we’re not only free of our
dependence on foreign oil, but of fossil fuels of all sort, then the fracking age will be looked back upon by
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historians as the period in which the world completed its evolution out of the Industrial Age.

So we know that the fracking age is coming.  What are the implications for Wyoming and Jackson Hole?

For Wyoming, things look gloomy in two different ways.  First, right now, the best metaphor for  Big Coal
and its denial of global warming is Big Tobacco in the 1960s vis-a-vis lung cancer – able to use its money and
power to win a battle here and there, but clearly on the wrong side of science.  And because facts ultimately win
out, only the most delusional among us see coal’s future as anything but waning.

Yet Wyoming has not only hitched its wagon to coal, we’re taking few meaningful steps to break our
dependence.  Which leads to the second reason Wyoming’s long-term prospects aren’t so great.  Coal bed
methane and the natural gas plays in Sublette County were supposed to help wean us off of our addiction to coal
by giving us a different, cleaner source of hydrocarbons to embrace.  However, thanks to the fracking boom,
natural gas prices have fallen by nearly 75 percent in the last four years, and will head further south as fracking-
induced supplies continue to grow.

Hence Wyoming has both a supply problem and a demand problem.  The supply problem is shorter term:
The boom in fracking-induced supplies means Wyoming’s gas is worth about 1/4 of what it was worth in 2008.
The demand problem is longer term: Demand for coal is already declining, and will only decline more rapidly
going forward as fracked gas becomes cheaper and global warming concerns become greater.  Barring
something extraordinary occurring, nothing is going to reverse either of these problems, meaning that, unless
Wyoming can rapidly figure out a way to wean itself from its dependence on hydrocarbons, the state’s long-term
economic outlook is far bleaker than anyone seems willing to acknowledge.

While Wyoming’s woes will surely affect Jackson Hole, the natural gas boom will actually be very helpful
for this community.  Maybe not our character, but certainly our economy.

This is because there are two major threats to Jackson Hole’s long-term economic health.  One we have
some control over: how well we preserve our scenic vistas and sustain viable populations of our native species.
The other is how easy and inexpensive it is for people to get into, out of, and around in the Jackson Hole valley.
This we have very little control over, because the primary factor underlying our dependence on easy, cheap
transportation is America’s dependence on easy, cheap oil.  Put another way, if America’s hydrocarbon-based
economy and transportation network were to collapse tomorrow, Jackson Hole would be one of the first victims.

But with the natural gas boom, that risk essentially goes away, for it’s just a matter of time before all that
surplus natural gas will begin complementing, and eventually supplanting, petroleum in areas ranging from
transportation to manufacturing.

With that obstacle removed, Jackson Hole’s future looks to be more of what we’ve seen over the last few
years: slow-to-middling economic growth and a steadily-increasing population.  Both of these phenomena will
driven by a combination of tax migrants to Wyoming, and less-rich people who realize they can live in Jackson
Hole and still do the work they want to do.  These dynamics pose all sorts of challenges for those looking to keep
Jackson Hole from becoming a homogenous collection of the well-to-do, but that’s a nicer set of problems to deal
with than those which would be posed by the collapse of our hydrocarbon-dependent economy.


