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Praise for SAGEBRUSH REBEL


“Sagebrush Rebel is one of the most important, insightful, and inspirational books about Ronald Reagan’s domestic policies since An American Life by President Reagan himself. It is a ‘must read’ for those interested in all that the President accomplished.”


—Edwin Meese III, Ronald Reagan’s attorney general

 



“Ronald Reagan—a life-long conservationist and environmentalist—believed people are part of the ecosystem. That was heresy to those who Reagan called ‘environmental extremists,’ so they lie about his record. The truth is in Sagebrush Rebel.”


—Mark R. Levin, radio talk show host 
and author of Liberty and Tyranny


 



“The story of Ronald Reagan’s policies on natural resources and the environment has never been told, or has been distorted by his political enemies. Sagebrush Rebel corrects the record for the first time, with relevant insights for our policy debates over resource management today.”


—Steven F. Hayward, Reagan biographer and author, 
The Age of Reagan: The Conservative Counterrevolution: 1980–1989


 



“Reagan battled Carter’s War on the West and confronted Big Green head on. The progressive war on western civilization is never-ending. We must take up Reagan’s fight to preserve the American way of life. Sagebrush Rebel shows us how. Buy it now!”


—Michelle Malkin, syndicated columnist, best-selling author, 
and Fox News contributor 


 




“Sagebrush Rebel illuminates a forgotten Reagan war—not with the Soviets but environmental extremists. Students of the Reagan presidency will learn a lot from this book.”


—Paul Kengor, professor of political science at 
Grove City College and author of The Crusader: Ronald Reagan 
and the Fall of Communism and The Judge: William P. Clark, 
Ronald Reagan’s Top Hand


 



“Ronald Reagan was a gifted leader who understood how to inspire the American people while substantively addressing the challenges we faced. It was my honor—and Perry Pendley’s—to serve in his administration. His legacy deserves to be remembered and studied. And Perry Pendley does so again in his latest book.”


—Jim Webb, assistant secretary of defense and secretary of the 
navy in the Reagan administration; former U.S. senator from Virginia

 



“Reagan believed uniquely in America’s future and its young people; his policies on energy and the environment ensured prosperity for decades.”


—Ron Robinson, Young America’s Foundation 
and The Reagan Ranch

 



“The obsession of environmentalists is regulating private property, controlling growth—both human and economic—and trying to predict and alter the future. Sagebrush Rebel reveals President Reagan would have none of that and America is better off because of his courage.”


—Linda Chavez, syndicated columnist and Fox News contributor

 



“Ronald Reagan took on the environmental doom and gloom merchants and showed the world these would-be ‘Emperors had no clothes’—and with his economic miracle, he proved their dire predictions to be totally ‘off base’—as to either America’s economic or its ecological future.”


—Alan K. Simpson, former U.S. senator from Wyoming






To Lis, my wife, best friend, and lawyer, 
and to our sons, Perry and Luke, 
who lived all this then, live it still today, 
and endured the retelling of it.






PROLOGUE

A NATIONAL CHRISTMAS TREE TALE


January 20, 1981—Inauguration Day—was a federal holiday. As tens of thousands gathered on the National Mall for the swearing in of Ronald Wilson Reagan as president of the United States, Moody R. Tidwell III, counselor to Secretary of the Interior-designate James G. Watt, stayed behind to respond to any important calls that came into the U.S. Department of the Interior’s vast but empty C Street building.

Nearby, on the north side of the Ellipse, across E Street from the south lawn of the White House, stood the National Christmas Tree. Only the Star of Hope atop the tree was illuminated. By order of President Carter, all of the other lights on the tree were to remain unlit until the hostages came home from Iran.

At 11:15 a.m., Jack Fish, the director of the National Capital Region of the National Park Service, called Tidwell to say that he had been ordered to turn on all the National Christmas Tree lights. The hostages, Fish was informed, had been released. Tidwell told him, “Let me think about it.” He remained suspicious. After all, if the news were untrue, it would not be the first time Iran had lied to Carter about releasing the American hostages.

A short while later, Tidwell received a call from the last of Carter’s aides to leave the White House, “Why are you ignoring President Carter’s order to turn on the lights?” Replied Tidwell, “Do you know for sure that all of the hostages have been released, or is this just another rumor swirling about Washington today?”

“Yes, the hostages have been released,” Tidwell was assured, “but they have not yet left Iran.” Responded Tidwell just before he hung up, “Call me when all of the hostages have been released.”

A short while later, the White House called again, “The hostages have been freed and they are almost to the airport. Turn on the lights.”

Tidwell demurred, “Call me back when you can assure me that they are out of Iranian airspace.” Bellowed the White House aide, “You are frustrating an order of the President of the United States.”

Tidwell was unrepentant. “I am not about to let President Reagan be embarrassed by a screw-up of this magnitude.” Ten minutes before noon, the aide called for the last time, “The hostages are almost outside Iranian airspace. Turn on the damned lights.”

Tidwell decided to wait until after President Reagan made the announcement. That came during the traditional post-Inauguration luncheon with congressional leaders in the Capitol. “With thanks to Almighty God, I have been given a tag line, the get-off line everyone wants at the end of a toast or speech. Some thirty minutes ago, the planes bearing our prisoners left Iranian airspace and are free of Iran.”1 After Reagan and the other officials reached the White House, Tidwell called the reviewing stand and dictated a message that was passed on to Watt.

Watt’s response: “Do the needful,” which meant, “I trust you to do the right thing.” Tidwell called Fish and the lights went on. A few moments later, Watt leaned forward, touched President Reagan on the shoulder and whispered, “Mr. President, to celebrate the release of the hostages, we turned on the lights on the National Christmas Tree.”

“Wonderful,” replied President Reagan.2
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RONALD REAGAN’S SECRETARIES OF THE INTERIOR


“I should warn you that things in this city aren’t often the way they  seem. Where but in Washington would they call the department that’s  in charge of everything outdoors the Department of the Interior?”


—RONALD REAGAN, SEPTEMBER 14, 19831
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PREFACE


The president’s “natural resources and environmental policies,” despite their importance for more than half a century, are entrusted to a federal department unknown to most Americans, the U.S. Department of the Interior. Of course, like almost any other national issue, those policies are implemented by an assortment of federal departments and agencies, including the Department of Agriculture, which houses the U.S. Forest Service and the Natural Resources Conservation Service; the Department of Defense, which is home to the U.S. Army Corps of Engineers and is also responsible for vast military reservations, especially across the American West; the Department of Energy, which is a large landowner in the Western United States; and the Environmental Protection Agency. Nonetheless, it is to the Interior Department that almost all Westerners, most knowledgeable observers, and scores of constituent and special interest groups look to learn a president’s natural resources and environmental policies.

A department akin to the Department of the Interior was considered in 1789 by the first United States Congress, but the domestic responsibilities that might have resided there were combined with foreign affairs  in the Department of State. Nevertheless, the idea of a “Home Department” remained a subject of discussion; in fact, presidents from James Madison (1809–1817) through James K. Polk (1845–1849) supported the idea. Finally, in response to the growth in the responsibilities of the federal government during the Mexican-American War (1846–1848), Robert J. Walker, Polk’s secretary of the treasury, an outspoken champion of a domestic department, urged Congress in his report of 1848 to form a new department from various federal offices and to entrust its duties to a “Secretary of the Interior.”1 Little wonder—in three short years, the United States had annexed Texas, resolved the Oregon boundary dispute with Great Britain, and, with the end of the Mexican War, expanded its territory by more than a million square miles.2 Walker argued that many federal offices should be in departments that were more complementary to their missions. The General Land Office, for example, did not belong in the Treasury Department, the Indian Affairs Office in the Department of War, or the Patent Office in the Department of State. Finally, Walker expressed concerned about the potential corrupting influence on the Department of the Treasury—given its desire for increased revenues—of the presence there of the General Land Office, which, in his view, was soon to be set upon by lobbyists and speculators in pursuit of great profits in the new territories.3


Despite sectional and party conflicts, Congress acted quickly on Walker’s recommendation. The House of Representatives passed a bill on February 15, 1849,4 and the Senate gave its approval on March 3, 1849.5 The next day Zachary Taylor became president and days later appointed the first secretary of the interior, Thomas Ewing.6


Senator John C. Calhoun of South Carolina had opposed creation of the Department of the Interior, fearing, “Everything upon the face of God’s earth will go into the Home Department.”7 He was prophetic. Soon the department was called the “Great Miscellany,” “[a] slop bucket for executive fragments,” and a “hydra-headed monster,”8 or, more kindly, “Mother of Departments,” for the tendency of agencies it adopted as orphans to become grown-up, stand-alone agencies, if not full-blown departments.9 This potpourri served a purpose: the department became a repository for almost any and all of the functions that Congress  determined were necessary to address the internal needs of the rapidly expanding country but that belonged nowhere else. Over time, offices accomplished their functions and were dismantled; others endured intact with limited responsibilities; and still others grew and split off as departments of their own.10


It is hardly surprising that the Department of the Interior, created in response to evolving Western issues, would have a Western focus,11 especially after 1873, when Congress transferred territorial responsibilities from the State Department to Interior.12 In fact, two of the department’s four major bureaus were ubiquitous in the American West: the Indian Bureau, created in 1824, and the General Land Office, created in 1812. The Indian Bureau’s responsibility was to implement evolving national policy regarding American Indians and their tribes, which as of 1885 included 260,000 people on 138 reservations,13 a task made difficult for three decades by conflicts with the War Department, whose obligation it was to end “hostilities” on the frontier, from whence the Indian Affairs office had come and to where the War Department acrimoniously sought its return.14 The General Land Office had an even more Herculean task: the massive transfer of federal lands into private hands as authorized by laws enacted in 1862 that opened up the American West: the Pacific Railroad Act,15 the Morrill Act,16 and the Homestead Act.17


Other agencies came along as a result of the department’s responsibilities over the West. Interior, for example, joined with the army in resolving the international boundary with Mexico (the Mexican Boundary Commission), improved historic emigrant routes across the West (the Pacific Wagon Road Office), and supervised the organization, building, and operation of the Pacific railroads. After governors and other high officials of the Western territories were appointed by the president, they reported, beginning in 1873, to the secretary of the interior.18 Some operations during this early period became more permanent. For example, Interior won its long running battle with the War Department, which began in the years after the Civil War, over which one was preeminent in conducting official Western exploration when the U.S. Geological Survey was created in 1879 as an Interior agency and assigned that  responsibility.19 Meanwhile, in 1872, Congress created the first national park, Yellowstone, and placed it in Interior.20 Although other national parks followed in the 1890s, it was not until 1916 that Congress created the National Park Service to manage and operate the parks.21


One of the Interior Department’s other two major bureaus was the Bureau of Pensions, which administered the distribution of pensions to veterans of the Union army and navy—one and a half million men by 1885.22 By 1890, the Pension Bureau “numbered more than 6,000 agents, medical examiners, and clerks.”23 In 1930, the Pension Bureau was moved out of Interior and consolidated with the Veterans Bureau and the National Home for Disabled Volunteer Soldiers to form the Veterans Administration.24 Interior’s fourth major bureau was the Patent Office; by 1890 it was receiving more than 41,000 applications and issuing over 26,000 patents annually.25 In 1882, the Patent Office’s “agricultural division” became a part of the Department of Agriculture, a non-cabinet entity.26 Similarly, the Bureau of Labor, which arrived at Interior in 1884, became the Department of Labor in 1888, and the Census Office, which was moved into the Interior Department in 1903, was renamed the Census Bureau under a newly created Department of Commerce and Labor in 1913. That department took over the Patent Office in 1925. The Interstate Commerce Commission began life in the Interior Department in 1887 but became an independent agency within two years.27 Meanwhile, one of Interior’s minor bureaus—a “Department of Education,” which was created by Congress in 1867 as a stand-alone entity but shifted to Interior in 1869 as the Bureau of Education—was downgraded in 1929 to an “office” to remove any question as to whether it was involved in matters exclusively state and local.28 In 1939, the Office of Education departed Interior for what would become the Department of Health, Education, and Welfare in 1953.29


In 1905, Congress transferred some sixty-three million acres of forest lands, which had been set aside under the Forest Reserve Act of 1891 and placed in Interior’s General Land Office, to the Division of Forestry in the Department of Agriculture. The forest lands became the foundation of the National Forest System, and the division was renamed the U.S. Forest Service. Gifford Pinchot, the head of the division, became chief of  the Forest Service. Meanwhile, the Reclamation Service of the U.S. Geological Survey, created to carry out the purposes of the Reclamation Act of 1902, became a separate division within Interior itself; in 1923, it became the Bureau of Reclamation.30


In 1910, Congress created the Bureau of Mines, following coal mine disasters, to promote minerals technology and mine safety; in 1925, the Bureau of Mines was sent to the Commerce Department but returned in 1934.31 In 1934, Congress passed the Taylor Grazing Act, which authorized the secretary of the interior to place eighty million acres of federal land in grazing districts, which were managed by the Grazing Service. In 1946, the General Land Office and the Grazing Service together became the Bureau of Land Management (BLM), with responsibility for 342 million acres of federal surface and an additional 370 million acres of oil, gas, and mineral or subsurface rights owned by the federal government. 32 In 1977, Congress established the Office of Surface Mining Reclamation and Enforcement to regulate and oversee coal mining reclamation 33 and transferred several Interior activities to create the Department of Energy.34


Meanwhile, in 1940, the Bureau of Fisheries and the Bureau of Biological Survey, which originated elsewhere and were transferred to Interior in 1939, were consolidated as the Fish and Wildlife Service.35 With them came federal wildlife refuges created by executive orders beginning in 1903, a concept that Congress sanctioned with enactment of the Migratory Bird Conservation Act of 1929.36 In 1956, Congress reorganized the Fish and Wildlife Service into the Bureau of Sports Fisheries and Wildlife and the Bureau of Commercial Fisheries, the latter of which was transferred to the Commerce Department’s National Oceanic and Atmospheric Administration in 1970. In 1974, the remaining bureau became the U.S. Fish and Wildlife Service with its responsibility for millions of acres of federal land—second only, within Interior, to the BLM—that serve as wildlife refuges.37


In 1950 and 1951, Interior assumed territorial responsibilities—in accordance with Congress’s transfer of that authority from the Department of State in 1873—over Guam, American Samoa, and the Trust Territory of the Pacific Islands, which held the Caroline and Northern  Mariana Islands;38 Interior had held territorial responsibility for Hawaii since its acquisition by the United States in 1898.39 The Division of Territories and Island Possessions—created in 1934 to oversee Alaska, Hawaii, the Virgin Islands, and Puerto Rico and which, as of 1939, oversaw the Philippines—lost responsibility for the Philippines in 1946, when the islands achieved independence, Puerto Rico in 1952, when it became a commonwealth, and Alaska and Hawaii in 1959, when they became states.40 After a number of name changes and reorganizations, in 1980 Interior’s territorial duties were assigned to the assistant secretary for territorial and international affairs.41


This was the Department of the Interior as it existed in January 1981 when Ronald Reagan took office, over which the president gave responsibility to his secretaries of the interior, James G. Watt, William P. Clark, and Donald Paul Hodel.





INTRODUCTION


“We win and they lose,” said Ronald Reagan. It was 1977, and he was explaining his Cold War strategy to Richard V. Allen, an international relations scholar who would become the first national security advisor in the Reagan administration.1


Allen was “flabbergasted.” “I’d worked for Nixon and Goldwater and many others, and I’d heard a lot about Kissinger’s policy of détente and about the need to ‘manage the Cold War,’ but never did I hear a leading politician put the goal so starkly.”2


His plan was “simple,” Reagan told Allen, but he recognized that others might call it “simplistic.”3 “Naïve,” “primitive,” and even “dangerous” were more like it.

Ronald Reagan, with his boundless faith in American ingenuity, creativity, and know-how and his confidence in the free enterprise system, believed the United States would “transcend” the Soviet Union. Before it could do so, however, President Reagan had to revive an American economy reeling from double-digit unemployment, double-digit inflation, and double-digit interest rates. He knew that the economy could not grow  without reliable sources of energy. It was clear to Reagan that the economy, energy, and foreign policy were inextricably linked.

Reagan had argued for years that the nation needed to develop its rich energy and mineral resources in order to restore the economy. Furthermore, he made it clear that those resources had to come from the one-third of the country owned by the federal government as well as from the billion acres of offshore resources over which the federal government has authority. Reagan made a compelling case to the American people, and they elected him by a large margin; however, in the two decades preceding his inauguration in 1981, so-called “environmentalists” had erected some imposing obstacles to progress, and Reagan entered office with a battle on his hands.

In its heyday of the 1960s and 1970s, the environmental movement had persuaded Congress to enact a series of well-intentioned laws that proved mischievous in the hands of covetous bureaucrats, radical groups, and activist judges. These laws, together with a feckless Congress, the compliant and often duplicitous media, and a well-organized and lavishly funded environmental lobby, created a formidable impediment to the ability of President Reagan to implement his natural resources and environmental policies.

As governor of California in the late 1960s and early 1970s, Reagan had watched the environmental movement change. A fervent conservationist and an environmentalist himself, Ronald Reagan believed in being a good steward, but above all, he believed in people, who are, after all, part of the environment. That was where the split developed.

From its beginnings, the conservation movement held human beings at its center. Whether the issue was the need for humans to sustain themselves by wise use (“conservation”) of nature’s bounty, or the need to set aside permanently and unchanged (“preservation”) a portion of God’s great creation for their emotional, physical, and spiritual restoration, the focus was always on human beings. That focus changed, to Reagan’s great dismay, during his lifetime.

People were no longer at the center; people were just part of the biota, no greater and often worse than any other living thing. Not only was mankind on a par with the flora and the fauna, it was the enemy of creation.  All the terrible things that had happened, were happening, and might happen could be laid at the feet of Homo sapiens. In fact, the worst was yet to come because human beings had drained the world of its resources. Unless they adapted to lives of scarcity and sacrifice, only pain and privation lay ahead. Even then, thought the gloomier environmentalists, it might be too late, for human beings were not only at war with their own planet, their faith in human ingenuity and their belief in technology were infantile. Their hope for a bright future was futile!

Ronald Reagan would have none of this gloom and doom. In his 1980 presidential campaign, he depicted the stark contrast between his vision of the future and that of President Carter. Reagan adhered to what one social scientist called the “human exemptionalism paradigm,”4 according to which “human technological ingenuity can continue infinitely to improve the human situation.”5 Carter, the Earth Day organizers, and the environmental groups embraced a neo-Malthusian “ecological paradigm,”6 which posits environmental limits on economic growth. Environmental groups saw the sharp difference and, for the first time ever, as a body, took sides in a presidential election. In September 1980, they went to the White House to praise and endorse President Carter and to denounce Governor Reagan.7


Environmental extremists had another reason for their rage toward Ronald Reagan; he was an unabashed Sagebrush Rebel who pledged to put an end to Carter’s War on the West. He had made common cause with Westerners who were fed up with an arrogant environmental movement that was entrenched in positions of power in San Francisco, New York, and especially in Washington, where the federal bureaucracy was filled with environmental activists. Therefore, nearly a year before their White House meeting with Carter, environmental groups met in Denver to prepare for battle against Westerners and their champion, Ronald Reagan.8


The claim that environmental activists arose in opposition to President Reagan only after his policies became extreme is pure fiction. As a candidate, Reagan was very clear not only about what he believed—that people are part of the ecology—but also about what such a philosophical point of view means for public policy, and his intention to implement  such policies. He left no room for doubt that a Reagan victory would mean the end of the business as usual—the so-called bipartisan consensus regarding natural resources and the environment—that had prevailed for two decades.

Exactly how different Ronald Reagan’s point of view was from that of the past was demonstrated by the two “transition task force” reports regarding natural resources and environmental issues he received when he arrived in Washington. One—prepared by those who had served in the Nixon and Ford administrations—urged the new president to “maintain the momentum of environmental protection while allowing for some easing of regulation.”9 The president-elect quickly tossed it aside; it “was largely ignored: only three copies were ever made....”10


Instead, in a bold break with the past, Reagan opted for The Heritage Foundation’s report, Mandate for Leadership: Policy Management in a Conservative Administration.11 This famous blueprint, which “cover[ed] virtually every major policy area,”12 called for massive changes in the Interior Department’s programs, including dramatic increases in oil and gas leasing, both on the Outer Continental Shelf and on federal lands across the country, resumed leasing of federal coal lands in the West and full-scale changes throughout the vast bureaucracy.13 Then Reagan appointed a secretary of the interior to accomplish exactly what he had promised the American people he would do, named two successors who would stay the course, and consistently backed them in their implementation of his policies.

President Reagan’s aggressive energy policies, for example, have never been equaled. Of greater importance today than the specific policies that he pursued, however, is his belief in American exceptionalism and in the ability of the American people—if unfettered by burdensome regulations and given reasonable access to the nation’s rich natural resources—to improve their lot. The amazing work of the energy industry in discovering, developing, and delivering previously inaccessible oil and gas resources through hydraulic fracturing technology, for example, would not have surprised President Reagan.

The story of Ronald Reagan’s approach to natural resources and the environment—why it was important then and what it can teach us  today—remains largely untold. One reason is the spectacular success of his foreign policy. “We win and they lose” worked. A second reason is that natural resources and environmental policies usually do not attract a lot of attention. The personalities at Reagan’s Interior Department and the inflamed passions of radical environmental groups generated headlines at the time, but with the passing of that era, the media lost interest. Finally, no one has stepped back from today’s perspective to examine what Reagan tried to accomplish in the area of natural resources and the environment.

In 2013, America’s situation is similar to that of 1980—an economy in distress, vast natural resources locked up with no plans to put them to use, and a regulatory regime that inhibits the development of resources and the creation of jobs. What lessons can we take from President Reagan’s policies and the responses to them?

In this book, I will explore what Reagan and his secretaries of the interior did in order to:
• Develop onshore oil and gas resources;

• Explore for Outer Continental Shelf energy resources;

• Ensure the use of America’s uniquely vast coal resources;

• Provide for the availability of strategic and critical minerals;

• Remove burdensome regulations, shrink the bureaucracy, and control wasteful federal spending;

• Prevent a radical law from stopping projects, seizing land, and stifling jobs;

• Preserve and protect parks, refuges, and wild places for people; and

• Restore good neighbor relations with the states and the American people.





I also will highlight the response of radical environmental groups and their relentless attack on President Reagan, his policies, and the leaders to whom he gave responsibility to bring change to America. What we know today as the mainstream media also deserve scrutiny for their unwillingness or inability to get to the heart of important public  policy issues raised by President Reagan. Finally, I will explore several significant issues with which most Americans are unfamiliar and, in conclusion, will explain why President Reagan’s policies on natural resources and the environment were right and must be renewed if we want to restore America as “the shining city on a hill.”

Reagan foresaw that the Soviet Union would collapse of its own weight, and he no doubt thought that the radical environmental movement—“environmental extremists,” as he called them—would share that fate. Unfortunately, the latter has not happened—yet. That is not to say that Reagan failed in his toe-to-toe battles with environmental groups, their allies in Congress, and the media. In the 1980s, Reagan deprived these extremists of the aura of inevitability, invincibility, and infallibility with which they had been cloaked for almost two decades. Environmentalists had become a high priesthood; they were the oracles elected officials approached with reverence and awe to obtain their approval. Reagan denied them their moral high ground. When they said they spoke for the planet and the needs of all living things not human, he responded that he spoke for the dream of the American people and for unborn generations to be free and prosperous. Reagan countered the religious mysticism that drives the radical environmental movement with his own deep religious faith, which insists on the preeminence of human life. With his balanced approach to natural resources and environmental policies, he exposed the childishness of radical environmentalists, who are incapable of being satisfied, always demand their own way, and, like the tyrants they are, never bring anything to the negotiating table—not even their good will or a sense of fair play. As Reagan succinctly put it in 1983, “I do not think they will be happy until the White House looks like a bird’s nest.”14


In a curious twist of history, what allowed environmental extremists to continue to get their way was the economic recovery for which Reagan was responsible. His policies of lower taxes, reduced regulatory burdens, and a return to federalism produced years of sustained economic growth. The demands by environmental groups for restrictions, limits, or land-closures, which in tougher times would have resulted in a harsh economic burden, could be absorbed by a constantly growing economy. Entire  sections of the Outer Continental Shelf could be closed, massive coal and gold deposits could be locked in the ground, and millions of acres of rich timberland could be put off limits with no perceptible adverse economic effects. Reagan’s successor could be “the environmental president,” another president could accede to every demand made by radical environmental groups, another could permit foreign policy concerns to distract his attention from domestic policy, and yet another could “go green” with no discernable harm to the economy or the American people.

No more. For twenty-five years, Gallup has asked people whether the economy or the environment is more important, and the environment has consistently out-polled the economy. In 2009, however, the lines crossed for the first time; those polled said the economy is more important. 15 Given the state of the economy, the outlook for the future, and the intractable demands of the environmental movement, the lines may never cross again. The discrediting of the climate-change scare,16 the failure—after the waste of billions of dollars—of alternative energy sources to compete with hydrocarbons,17 and the apparent indifference and even hostility of environmental groups to the economic needs of their fellow citizens have been serious blows to the environmentalists’ prestige.18


Ronald Reagan, I am confident, will turn out to have been right about the future of radical environmentalism. That, however, is up to the generations that follow him. In the meantime, Americans have much to learn from our Sagebrush Rebel president.





CHAPTER ONE

FEDERAL LAND BELONGS TO US: TO THE PEOPLE OF AMERICA1



“Why is the government so anxious to lock up this [federal] land[?]  Is it a fear that more [natural gas] strikes will be made?”


—RONALD REAGAN, OCTOBER 10, 19782





A Stainless Steel Backbone


In August 1981, in the first year of the Reagan administration, the Conservation Division of the U.S. Geological Survey (USGS) completed work on the environmental studies required by federal law for an “application for permit to drill” (APD) submitted by an energy company that had won a federal oil and gas lease on the Bridger Teton National Forest near Jackson, Wyoming. The environmental impact statement (EIS), as required by the National Environmental Policy Act (NEPA), outlined the effects of the proposed drilling, primarily on the nonhuman environment, and the methods by which the company will seek to discover energy resources, in this case most likely natural gas.3 By winning the lease the company also had won the right, over a ten-year primary term, to explore for and, if successful, develop energy resources,  “in commercial quantities,” for which the company would then pay a royalty to the federal government, half of which would be delivered to the state of Wyoming.4 First, however, in order to commence work, the company had to submit an APD, the approval of which was deemed a “major federal action significantly affecting the quality of the human environment.” This triggered the NEPA review, untold man-hours of studies and mountains of paperwork, and months, usually years, of delay, even without the inevitable litigation. Ultimately, the voluminous document, a final EIS, landed on the desk of an official for final agency action, which permits any aggrieved party to go to court. The most likely “aggrieved party,” if the APD were rejected, is the lessee itself. Although the federal government—in this case, the Interior Department, specifically the Bureau of Land Management and the U.S. Forest Service—might condition the manner in which the exploratory drilling was to take place, it could not deny the APD outright. The law provides that the lease is a property right, and denial of the ability to exercise that property right by drilling to discover oil and gas constitutes an “unconstitutional taking” for which “just compensation” must be paid. The federal government could say “No,” but there would be a price to pay, and, depending on the value of the natural resources forgone, that is, the value of the oil and gas left in the ground, it could be a steep one.5


That August, the Cache Creek–Bear Thrust Environmental Impact Statement landed on my desk. I was the sole deputy assistant secretary for energy and minerals of the U.S. Department of the Interior and had responsibility for three bureaus, one of which was the USGS. Born and raised in Wyoming, I was excited to see the EIS and to learn that there was an interest in exploring a part of the Overthrust Belt—the geological feature that runs the length of the Rocky Mountains from Montana through New Mexico and is thought to contain an abundance of natural gas—close to a town of any size. I knew Jackson’s electricity came from hydroelectric power generated in the Pacific Northwest and its homes were heated primarily with propane hauled in over winding and often dangerous two-lane roads. I warmed to the idea that a rich supply of natural gas might be found just south of town to provide hard-working  permanent residents, as opposed to the part-timers—summer residents and winter tourists—cheap, clean, and locally produced energy.

There was yet another reason for my interest. The previous year, as the attorney to the Mines and Mining Subcommittee of the U.S. House of Representatives Interior and Insular Affairs Committee under its chairman, James D. Santini (a Democrat from Nevada), and later as a member of the team drafting the “Department of the Interior” chapter of The Heritage Foundation’s Mandate for Leadership, I became aware of the restrictions imposed on oil and gas lessees operating south of Jackson in the Palisades area—restrictions such as “no surface occupancy” provisions that rendered any oil and gas lease a near nullity. I also had followed the battle over a proposal to conduct seismic work in the Bob Marshall Wilderness Area in northwestern Montana. Nonintrusive seismic work, conducted in the winter on snow-packed and frozen soil, would permit a better understanding of the nature of the Overthrust Belt and where the nation might find new and abundant natural gas reserves. Environmental groups objected mightily and the plan was rejected.6 Because the federal lands near Jackson were not designated as wilderness, the limitations that stymied energy activity in the Bob Marshall did not apply—the lessee could occupy the surface, conduct seismic work, and do exploratory drilling.

A presidential appointee, Dan Miller, the assistant secretary for energy and minerals, was in my chain of command, but the man to whom I reported directly was the man who appointed me to my post, the secretary of the interior, James G. Watt. When next I saw Watt, I told him about the APD near Jackson and my recommendation that we approve it. “You’d better brief the Wyoming delegation,” he replied in his typical no nonsense manner. Easily done, I thought. I knew Senator Malcolm Wallop, a Republican; we met first on the floor of the Senate when I was an attorney to Senator Clifford P. Hansen, a Wyoming Republican. Republican Congressman Dick Cheney of Wyoming was a member of the Interior Committee on which I had served as an attorney. Furthermore, I had flown to Casper to meet with him shortly after his election to offer my assistance when he became—as was all but required of the  “Gentleman from Wyoming”—a member of the committee during the next Congress. As for Senator Alan K. Simpson, another Republican, everyone in Wyoming knew him, or at least, given his phenomenal memory, it seemed he knew everyone, including me. Most importantly, Watt knew him. They met after Watt graduated from Wyoming’s College of Law in 1962 and joined the U.S. Senate campaign of former Governor Milward L. Simpson, Al Simpson’s father; Al was chairman of the election committee.

I arranged for a conference room in the Capitol Building and, days later, headed for the Hill. Senator Wallop was there, but Simpson and Cheney sent personal and committee staffers. The USGS, created to survey and to map the country, had provided me with its usual outstanding poster-board-backed maps of the location, which I used to deliver a short, to-the-point briefing. Wallop asked what we planned to with the APD. I told him of my recommendation to Watt.

“Perry,” Wallop drawled, “I’ve already heard from oil men in Casper who oppose this project.”

“Senator Wallop,” I replied, “What did those oil men think about conducting seismic work in the Bob Marshall Wilderness Area in Montana last year?”

“They don’t have summer homes in the Bob Marshall,” said Wallop. Some of the staffers exchanged smiles and smirks.

“Yes sir, I understand,” I said. The meeting was over. I packed up my gear and headed for the government vehicle and my ride across town, but before I got to my office, Watt had heard from the Wyoming delegation. The news was not good.

Days later, as Watt emerged from a cabinet meeting at the White House, Reagan’s chief of staff, James A. Baker III, slipped alongside. Baker had just returned from a fishing trip with Cheney in Teton County, where Cheney told him about the Cache Creek APD. “What are you going to do?” asked Baker.

“I suppose I have to deny it,” answered Watt.

“You need to see the president,” replied Baker.

The next morning, a Friday, at nine o’clock, Baker ushered a downcast Watt into the Oval Office and then left the room. Watt knew he was  letting President Reagan down, so he quickly briefed him on the issue, the controversy, and his plans to deny the APD.

“Why?” asked President Reagan.

“Three reasons,” replied Watt, “Wallop, Simpson, and Cheney.”

President Reagan sat back in his chair. “Jim, if you do not do it, who will? If not there, where will we drill?”7


Watt was encouraged and emboldened. “Mr. President,” he said leaning forward, “since you are in an advice-giving mood, let me ask you about some other issues we are facing over at Interior.” For the next forty-five minutes—in a meeting scheduled for ten—Watt posed the questions and President Reagan provided the answers. When Watt emerged, he held his head high, his shoulders back, and his chest forward; President Reagan had given him, in Watt’s words, “a stainless steel backbone.”8





The Master and the Servant

Watt was hardly a newcomer to the Department of the Interior. Born and raised in Wyoming, he came to Washington, D.C., as the chief legislative assistant to Senator Simpson, whose primary concerns were the policies that emerged from Interior. Later, Watt left Capitol Hill to work at the U.S. Chamber of Commerce on natural resources and environmental issues, many of which involved Interior, and then, after Nixon’s election, Watt was the lawyer who guided Governor Walter Hickel of Alaska through a torturous confirmation process to become secretary of the interior. Watt became deputy assistant secretary for water and power development and later director of the Bureau of Outdoor Recreation, both at Interior.

After a short stint at the Federal Power Commission, which became the Federal Energy Regulatory Commission, Watt returned to the West as the first president of Mountain States Legal Foundation (MSLF), a nonprofit, public-interest legal foundation that represents itself and clients in litigation against various federal agencies, often the Department of the Interior.9 In that role, Watt traveled throughout the Mountain West meeting with and speaking to individuals and groups who believed they  were being besieged by federal laws and regulations. Watt, therefore, had a keen understanding of Interior, its mission, and its effect on the West.10


As impressive as Watt’s background was, President Reagan’s familiarity with the vast agency was equally impressive. California, after all, is a vast public-lands state like those in the Mountain West. Nearly half of California is owned by the federal government and managed by various departments and agencies, including the Bureau of Land Management, the Bureau of Reclamation, the U.S. Army Corps of Engineers, the U.S. Forest Service, the National Park Service, and the Department of Defense. It is also the site of American Indian tribal lands often held in trust by the federal government.11 From 1967 to 1975, therefore, Governor Reagan dealt often with the federal government, not only, as did other governors, when it acted as a sovereign, but also when it was a California landowner and a neighbor to state and private lands.

In January of 1975, shortly after he left office, Reagan wrote and recorded thirteen radio addresses and prepared a newspaper column.12 For almost five years—with a break only from November of 1975 through August of 1976, when he ran for the Republican nomination for president—Reagan drafted and then delivered 1,027 radio commentaries, 673 of which were written in his own hand.13 Over two-thirds of the radio addresses concerned domestic issues, such as energy and the environment, which Reagan covered frequently.14 He discussed, in careful but understandable detail, subjects such as oil and gas, gasoline shortages, nuclear power, endangered species, federal land use planning, coastal zone management, DDT, seal hunting, Alaska lands, federal lands, private property rights, conservation, the environmental movement, pollution, redwoods, wilderness, grazing, lumbering, mining, outdoor recreation, coal, irrigation projects, solar power, the Sagebrush Rebellion, and much more. Not only was the range of Reagan’s subjects impressive, but the depth of his analysis and his understanding of them was astonishing. The ease with which he moved from department to department and bureau to bureau, often delving into arcane details that only federal bureaucrats would have reason to know, belied the image—so assiduously constructed by his opponents—of a Hollywood airhead or a huckster from the “rubber chicken circuit.” Reagan’s commentaries reflected the knowledge of  a scholar, a keen observer, and a thoughtful analyst who knew his way from one end of Pennsylvania Avenue to the other.

When Reagan met with Watt for the first time—before Watt’s nomination as secretary—the president-elect knew what Interior did. More importantly, he knew what he wanted it to do. James Watt, however, was not Reagan’s first choice for secretary of the interior. In the time-honored tradition of appointing an elected politician (a senator, congressman, governor, or attorney general)—in particular, at least since World War II, one from the West—and on the advice of his friend and advisor Republican Senator Paul Laxalt of Nevada,15 Reagan turned to the recently retired Senator Clifford P. Hansen of Wyoming. When Hansen declined,16 Laxalt and Republican Senator James A. McClure of Idaho,17 as well as other Western senators, recommended Watt.18


Reagan had never met Watt, but he knew of him and MSLF;19 in fact, in his final radio commentary before he began his campaign for president, Reagan read from a yellow legal pad his hand-written and lightly edited discussion of a controversial MSLF lawsuit.20 Watt had never held elected office, nor had he ever been deeply involved in his political party’s activities. He had helped with Milward Simpson’s successful Senate campaign and served briefly as his top aide, became a Washington lobbyist, received political appointments to three federal administrative posts, and later returned to Colorado, where he was not active politically.21


Reagan intended to bring about wholesale change in the federal government’s domestic and foreign policies, and he planned to accomplish as much as he could administratively, that is, without the need for congressional approval. Although Republicans controlled the Senate, the House remained firmly in the grip of Speaker Tip O’Neill, a Democrat from Massachusetts, whose disdain for his fellow Irishman in the White House was clear. “You’re in the big leagues now,” O’Neill told Reagan in their first meeting in the Oval Office, “to set [him] straight on how things operated in Washington.”22 Reversing the policies of course in a department as big and as unwieldy as Interior required a smart, tough, knowledgeable administrator. Reagan’s familiarity with the work of MSLF,23 the recommendations of his close advisor Edwin Meese, Laxalt, and the other Western senators, and his own sense of Watt assured him  that the man was perfect. When the two met in December of 1980, Reagan’s instructions to Watt were straightforward, broad-reaching, and anything but simple:
• Quell the “Sagebrush Rebellion” by being a “Good Neighbor” to states, governors, county commissioners, and other local government officials;

• Open up federal lands, including the Outer Continental Shelf, to oil and gas and coal development, and for strategic and critical minerals;

• Restore National Park System and U.S. Fish and Wildlife Service lands;

• End Carter’s war on Western water projects, return control of Western water to the states, and reform the old Bureau of Reclamation;

• Transfer the lands promised to Western states on admission to the Union; and

• Address the problems facing American Indians.24 





After Watt resigned in October of 1983, while White House senior staff and others scurried to find a replacement and then leak the name to the media, Reagan quietly turned to his closest friend from California—the man he knew would continue to implement his policies—William P. Clark.25 After Clark had been confirmed and was in place at Interior,26 Reagan personally researched and wrote in longhand a radio address on Watt’s tenure at Interior that he delivered from his California ranch on November 26, 1983. He concluded, “James G. Watt has served this nation well.”27 Earlier, after meeting with Watt to receive “a report on his stewardship,” Reagan wrote, “He knew that in carrying out my policies his days would be numbered.”28


Although Clark’s demeanor differed markedly from the effusive, expansive, and exceedingly blunt Watt—Judge Clark, as he was called due to his lengthy service on the California Supreme Court and Superior Court, possessed an imposing, immovable, and inscrutable judicial temperament—his mission at Interior, on instructions from Reagan,  remained the same as the one given to Watt. In fact, as he prepared to depart Interior in late 1984, Clark, in a hand-written, five-page, six-point letter to the president, wrote, “The policies begun by Jim Watt are going well and I hope to make them your quiet legacy.”29


Like his predecessor, Clark never held elected office, but like a number of secretaries earlier in the twentieth century, he had held other appointed positions before leading Interior.30 Clark was a confidant of the president, and his role at Interior was not limited to the bureaus and agencies there. He was most like the department’s longest-tenured secretary, Harold L. Ickes, who served thirteen years under Presidents Franklin D. Roosevelt and Harry S. Truman.31


As Reagan’s second term began with a vacancy to fill at Interior, he turned to another tried and true administrator who had never held elected office, Donald Paul Hodel. Hodel had been active in Republican politics for decades, had served twenty-one months as Watt’s undersecretary, which made him, in effect, Interior’s chief operating officer, and was now Reagan’s secretary of energy. Clark knew that Hodel would pursue the policies that Watt had begun and that Clark had continued. In fact, it was Clark who persuaded Reagan to nominate Hodel. In his relatively brief meeting with the president to discuss the nomination, Hodel asked forthrightly, “Mr. President, I assume you want me to continue to implement the policies begun by Jim Watt?” President Reagan said, “Yes,” and on January 10, 1985, he announced Hodel’s nomination.32


That Reagan selected three seasoned administrators, one of whom was his closest and most trusted friend, who he assigned to handle only the toughest and most important of jobs,33 demonstrates the vital role he believed the Interior Department needed to play in his administration.




Ronald Reagan on the Economy, Energy, and the Environment

In accepting the presidential nomination at the Republican National Convention in Detroit on July 17, 1980, Ronald Reagan declared:
First, we must overcome something the present administration has cooked up: a new and altogether indigestible economic  stew, one part inflation, one part high unemployment, one part recession, one part runaway taxes, one part deficit spending and seasoned by an energy crisis. It’s an economic stew that has turned the national stomach.34
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Those who preside over the worst energy shortage in our history tell us to use less, so that we will run out of oil, gasoline, and natural gas a little more slowly. Conservation is desirable, of course, for we must not waste energy. But conservation is not the sole answer to our energy needs.

America must get to work producing more energy. The Republican program for solving economic problems is based on growth and productivity.

Large amounts of oil and natural gas lay beneath our land and off our shores, untouched because the present administration seems to believe the American people would rather see more regulation, taxes and controls than more energy.



[image: 005]


Make no mistake. We will not permit the safety of our people or our environment heritage to be jeopardized, but we are going to reaffirm that the economic prosperity of our people is a fundamental part of our environment.35




Six months later, in his inaugural address, Reagan announced,
[T]his administration’s objective will be a healthy, vigorous, growing economy.... With the idealism and fair play which are the core of our system and our strength, we can have a strong and prosperous America, at peace with itself and the world.

If we look to the answer as to why for so many years we achieved so much, prospered as no other people on Earth, it was because here in this land we unleashed the energy and individual genius of man to a greater extent than has ever been done before.... It is no coincidence that our present troubles parallel and are proportionate to the intervention and intrusion in our lives that result from unnecessary and excessive growth of government. It is time for us to realize that we are too great a nation to limit ourselves to small dreams. We are not, as some would have us believe, doomed to an inevitable decline.36






Ronald Reagan’s research, analysis, and writing of his radio commentaries over the years had convinced him of several facts regarding energy—specifically oil and gas, federal lands, and the free market. First, he did not believe the federal government’s estimates regarding the nation’s energy present, let alone its energy future. “I don’t buy the CIA’s report quoted by [President Carter that] has us running out of oil in about 30 years....37 I don’t believe it will be gone in 30 or 33 years.”38 Ronald Reagan had good historical reasons for his disbelief. As he recounted in one of his radio addresses:
In 1914, the U.S. Bureau of Mines projected future production of crude oil at 5.7 billion barrels. Since then we’ve produced 34 billion barrels. Incidentally about that same time we were told there was no hope of ever finding oil in Texas or Kansas.

In 1920, we were told we’d be out of oil in 15 years. Nineteen years later in 1939, the Department of the Interior told us we’d run out in 13 years. Since then, we have discovered more than the total known oil reserves we had at that time.

In 1948, the proven reserves in all of the free world amounted to 62.3 billion barrels. Within 24 years, there were nine times as many. In 1949, our Department of the Interior  said the end of the U.S. oil supply was in sight. We increased production in the next five years by a million barrels a day.

By 1970, known world reserves were six times as large as they were in 1950.... Significantly and contrary to much of what is being said, the amount of proven reserves is increasing faster than the rate of consumption.39






Second, Ronald Reagan believed that, with regard to the development of energy, the “government is not the solution to our problem; government is the problem,”40 not only because “[t]he federal government owns one-third of the United States—that would be equal to all the land East of the Mississippi River,” but also because much of that land holds vast energy resources that are off limits to the American people.41 In late 1978, he cited Dean William Lesher of the University of Arizona College of Mines, who estimated that “50 percent of all our known energy sources are in these federal lands [y]et in 1976, they only accounted for 10 percent of our total energy production.”42 Even worse, “[i]n 1968, only about one-quarter of federal lands had been withdrawn from use. Six years later that had become three-quarters and no one knows the current rate of withdrawal.”43 Ironically, reported Ronald Reagan, in an area where “[o]ne of the richest natural gas strikes in years was made within recent months,” both the Bureau of Land Management and the U.S. Forest Service “are trying to lock up an additional 90 million acres.”44


Third, Ronald Reagan offered a simple but time-tested and true solution to the “energy crisis,” one that had been abandoned by the Carter administration: “Why don’t we try the free market again?”45 He offered two solutions to “our foolishness.”46 One was to strengthen both the United States economy and the value of the American dollar.47 Another was “decontrol of the well head price.”48 He believed that these two solutions would unleash America’s entrepreneurial spirit and help unlock vast stores of known energy resources not available through lower-cost, conventional technology.49 Reagan called for one more change: recognition that the oil and gas industry is not a monopoly, and that it is the independent operator who makes most new discoveries: 
[Recently] a punitive attitude toward the oil industry has prevailed. The incentives are gone and a network of regulations makes wildcatting so high risk few are tempted. About 80% of the finding of new oil has been done—not by the giant oil companies but by independents and they have been the hardest hit by government’s punitive policies.50









The Department of the Interior in a Conservative Administration

In the summer of 1980, while all attention was on the nominating conventions and the presidential campaigns, twenty project teams gathered in Washington, D.C., to draft a blueprint for a hoped-for Reagan administration, Mandate for Leadership.51 One team, under the leadership of Robert L. Terrell, a professional staff member on the Energy and Environment Subcommittee of the House Interior and Insular Affairs Committee, drafted a chapter titled “The Department of Interior.”52



Mandate argued that Interior’s mission in the Carter administration had changed from “conservation,” that is, the wise use of natural resources,53 to “preservation” because of the perception of Carter, Secretary Cecil Andrus, and other top officials that Interior’s constituency was the environmental lobby, which opposed any development of energy and mineral resources.54 Mandate charged that Interior displays “an apparent timidity in discussing the energy and mineral wealth of the United States,” as a result of “a new departmental constituency positioned against prudent development of domestic resources,” which yields a “flaccid” “energy and minerals posture” and “a cadre of minerals professionals in the federal sector disillusioned with their scuttled policy role.”55


After listing a series of sins of omission and commission, including several oil and gas leasing moratoria and various solicitor’s opinions, Mandate concluded:
The federal government, America’s largest and most powerful land owner, is also the nation’s most powerful energy and  minerals monopolist—a monopolist whose policies and programs have created artificial scarcities, inflated prices and national vulnerability to foreign powers.56







Mandate expressed concern that of the “824 million acres of public lands subject to [oil and gas] leasing, 321 million acres, or 39 percent, are closed to [oil and gas] leasing [and] [a]n additional 81 million acres are highly restricted from [oil and gas] development even if they were leased.” Moreover, contrary to federal law, the Carter administration had failed to restore withdrawn lands to eligibility for oil and gas leasing at the same time that it expanded Wilderness Study Areas (WSAs), sharply limiting the oil and gas activities permitted in these areas.57





The Reagan Administration Tackles Onshore Oil and Gas Leasing

Within days of taking office, President Reagan removed all price controls from crude oil and refined petroleum products to encourage the discovery, development, and delivery of known or new energy supplies.58 It thus fell to Interior to ensure that the search included federal lands available for oil and gas development in accordance with federal law.59 Although various types of federal lands are subject to oil and gas leasing—for example, lands managed by the Bureau of Land Management (BLM) (245 million acres),60 the U.S. Forest Service (USFS) (190 million acres),61 the U.S. Fish and Wildlife Service (150 million acres),62 and the U.S. Department of Defense (twenty million acres)63—some federal holdings are statutorily off limits, including most of the National Park System (eighty-three million acres),64 as well as land managed by agencies such as the BLM and USFS but designated by Congress as “wilderness.”65


The term “wilderness,” as applied to federal lands, means lands designated by Congress pursuant to the Wilderness Act of 1964 as federal lands “where the earth and its community of life are untrammeled by man,” “where man himself is a visitor who does not remain,”and where no motorized activity is permitted.66 As of late 1981, there were 23.4 million acres of wilderness in the continental United States: the USFS administered 19.7 million, the National Park Service managed three  million, the U.S. Fish and Wildlife Service managed 0.7 million, and the BLM administered 12,000.67 In passing the Wilderness Act, Congress left the designated lands open for oil and gas leasing through 1984. Because much of the national forest lands designated as wilderness were formerly “primitive” lands—high altitude, alpine areas—there was little if any interest in exploring those areas. Instead, the controversy that would erupt during Reagan’s presidency involved not wilderness lands but the millions of acres tabbed by various federal agencies as “recommended wilderness,” “further planning areas,” and “wilderness study areas.”68



 






Federal Onshore Oil and Gas Leasing
Applications for Permit to Drill Approved
FY1977–FY2012
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Notwithstanding the furor whipped up by national environmental groups over oil and gas leasing activity that was never planned, proposed, or promulgated, the Reagan administration moved to develop the nation’s publicly owned oil and gas resources. It could do little else. After all, as of 1981, “[l]ess than 15% of the federal onshore multiple use lands were under lease for oil and gas development; no federal onshore oil and gas leases had been issued in Alaska for 15 years; no oil shale leases had been issued since 1974; ... no tar sands leases had been issued since 1965, and geothermal energy development was stifled....”69


The administration moved with breathtaking speed and virtually no opposition from Congress: 
• From 1981 to 1983, over ninety-three million acres of federal onshore oil and gas leases were issued—nearly twice the 51.8 million acres leased from 1977 to 1980;

• From 1981 to 1983, 14,400 oil and gas drilling permits were processed, 1,910 more than were processed in the three previous years;

• In 1982, the first federal onshore oil and gas leases in Alaska in fifteen years were issued—259 leases covering 2.8 million acres; in 1983, 915 oil and gas leases were issued covering over 1.5 million acres;

• Oil and gas regulations were streamlined—the first total revision in over twenty-five years, eliminating counterproductive and obsolete provisions and spelling out leasing procedures for 290 million acres managed by the BLM, about 300 million acres managed by other federal agencies, and some sixty-five million acres of state- or privately-owned land, where mineral rights are reserved by the federal government;

• In 1983, over 2.2 million acres were offered in a sale in the National Petroleum Reserve in Alaska (NPR-A), netting $16.7 million in high bids; in 1982, the largest federal competitive oil and gas lease sale in NPR-A history was held, offering 4.25 million acres in two sales;70 and

• In 1987, because of the immense oil and gas potential of the coastal plain of the Arctic National Wildlife Refuge as determined by the USGS and the BLM, Congress was urged to authorize development in the region.71 





Meanwhile, to assist Congress in its deliberations regarding various wilderness bills, Interior completed studies regarding the potential oil and gas resources on lands being considered for wilderness designation in eleven Western states, concluding that “[a]bout one-third of the wilderness lands have petroleum potential.”72 When allegations were made regarding the potential mishandling of crude oil from onshore federal and Indian leases,73 Watt appointed a presidential commission to study the matter  and make recommendations, worked with Congress to enact legislation, and in 1983, adopted “regulations [to] reverse revenue losses and ensure that the federal government, representing the general public and Indian Tribes, receives all royalties due from mineral development.”74 Furthermore, to implement a specific proposal set forth in Mandate for Leadership , Watt “[c]onsolidated responsibility for all mineral lease activity[, including those formerly performed by the USGS’s Conservation Division,] on federal and Indian mineral leases in the [BLM], and responsibility for all mineral lease accounting functions in the Minerals Management Service.”75


Finally, Watt took steps to ensure the integrity of the free market system of federal onshore oil and gas leasing on which Reagan’s Interior Department intended to rely and to address allegations of fraud and improprieties. The department reformed its procedures for identifying tracts as competitive and noncompetitive and increased the up-front financial burden on those who wished to participate in the lottery portion of the noncompetitive oil and gas system. The department believed that this system, when properly administered, remained a highly efficient and therefore profitable means of finding oil and gas resources where few thought energy resources existed.76 After all, as of 1981, noncompetitive onshore oil and gas leases produced 82.4 percent of the oil and 95.9 percent of the natural gas produced from federal leases.77


In 1983, onshore federal leases in the lower forty-eight states covered 146 million acres and accounted for 4 percent of all domestic oil and 6 percent of all domestic natural gas production. Moreover, federal onshore oil and gas activity generated a billion dollars in revenue, far more than any other onshore federal lands activity. The potential for even more energy production was great, given that, in mid-1985, federal lands were thought to contain a sixth of the nation’s undiscovered oil and gas reserves.78





Domestic Oil and Gas Collapse—and Rebirth

Then in 1986 the unthinkable happened: the bottom fell out of the price of domestic crude oil.79 A decade earlier, such an occurrence would have been inconceivable. After all, in 1973, the Organization of Petroleum Exporting Countries (OPEC), led by Saudi Arabia, reduced production, embargoed deliveries to the United States, and then raised its price to nearly twelve dollars a barrel—four times the average price at the time. In 1979, Iran’s revolution drove prices to twenty dollars a barrel; then Saudi Arabia raised its price to twenty-six dollars a barrel. In 1980, when war broke out between Iran and Iraq, light crude from Saudi Arabia shot to twenty-eight dollars a barrel and then up to thirty-four dollars a barrel. Experts thought that crude oil could not drop below twenty dollars a barrel and that, by the twenty-first century, crude oil would be at a hundred dollars a barrel. The petroleum industry responded by drilling wells—a lot of wells!80


 
 






Mountain West States Federal Onshore Oil and Gas Leasing
Applications for Permit to Drill Approved; FY1988–FY2012
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Mountain West States Federal Onshore Oil and Gas Leasing
Number of New Leases Issued; FY1988–FY2012
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Mountain West States Federal Onshore Oil and Gas Leasing
Acreage of New Leases Issued; FY1988–FY2012
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In 1982, the recession hit bottom; by the next year oil prices were below thirty dollars a barrel. The year after that, savings and loan institutions, sustained by high energy prices, began to go under. Even so, in 1985, experts thought oil would never drop below twenty-five dollars a barrel but would eventually climb toward one hundred dollars a barrel. No one expected that Saudi Arabia, with its vast oil reserves, would flood the market.81 In December 1985, it did just that, and the “Oil Price Collapse of 1986” was underway.82


In Denver and across the West, major oil companies sold their leases, let their employees go, sublet their office space, and left town—for good, it would seem. But as Ronald Reagan mentioned in one of his radio commentaries, it is not the major oil companies that make the discoveries but the independents.83 One of those independents was McMurry Oil Company (MOC) located in Casper, Wyoming, and owned by the late W. N. “Neil” McMurry, his son Neil “Mick” McMurry, and their partner John Martin. Mick McMurry said, “There were a lot of opportunities in [natural gas] and no one else believed in it,” so MOC went looking for prospects “that we could believe in and afford.”84 What they found was in Wyoming, in Pinedale, 275 miles due west of Casper.

Drilling had begun in the area in 1939, but it had not yet unlocked the area’s energy riches. In 1991, MOC bought three leases that had yielded unpromising results and then acquired additional BLM leases. MOC consulted with the nation’s top fracturing experts to discover how  to “unlock” the tight shale formations.85 This, of course, was the very type of “[un]conventional technology” that Ronald Reagan knew would be required to develop America’s energy resources.86 MOC had hoped to produce a million cubic feet of natural gas a day from its three wells, but in September of 1993 MOC was reporting two million cubic feet a day. More BLM leases and more drilling and discoveries followed. In November of 2001, as a result of its use of innovative new technologies, MOC’s success attracted other operators into Wyoming; the “majors” were back in the Rockies.87


Mick McMurry recently reminisced about the early days working with the BLM. “We did up an EA (environmental assessment) in a month and I was moving dirt with my bulldozer all the while. When the EA was final, we were spudding within the day.” But no more, says Mick McMurry. Today, a full-blown EIS is required that can fill a small room with documents. “And then there’s the sage grouse,” adds Mick McMurry. Little wonder that the fracturing breakthrough achieved in west-central Wyoming on federal lands is now underway across the country—almost everywhere but on federal lands. The Barnett, the Haynesville, the Fayetteville, the Marcellus, the Utica, where the oil and gas industry is using hydraulic fracturing to discover, develop, and deliver vast amounts of oil and natural gas, are on state or private lands; leasing of and development on federal lands is not part of this amazing success story.88


Worse yet, President Obama’s Environmental Protection Agency has waged a relentless war against fracturing, while Obama’s Interior Department plans regulations to remove the fracturing permitting process regarding oil and gas activity on federal lands from the hands of individual states and is dragging its feet on the leasing and developing of federal onshore oil and gas properties. At the same time, the administration is spending billions of dollars on “green energy” sources, given the historic prejudice of environmental groups against all hydrocarbon energy sources such as coal, oil, and even clean natural gas.89 In doing so, they reject Reagan’s insight that the marketplace will provide real solutions to the nation’s energy problems if they will simply let it work.90 Instead, Obama and the “experts” who surround him think they know better.91


In 2012, Harold Hamm, the Oklahoman who owns Continental Resources, was part of a small meeting with President Obama. Hamm knew that he had only a couple of minutes to make his case; he wanted those minutes to count. “I told him of the revolution in the oil and gas industry and how we have the capacity to produce enough oil to enable America to replace OPEC.”

Obama brushed the remarks aside. “Oil and gas will be important for the next few years,” said Obama. “But we need to go on to green and alternative energy. [Energy] Secretary [Steven] Chu has assured me that within five years, we can have a battery developed that will make a car with the equivalent of 130 miles per gallon.”

“Even if you believed that,” says Hamm, “why would you want to stop oil and gas development?”92


Three decades after Ronald Reagan came into office determined to provide for America’s energy future, oil and gas leasing and permitting on federal lands onshore are declining by the year. With a third of the country’s onshore lands in the hands of the federal government, is it too much to ask that the federal government become part of America’s energy future to the overwhelming economic benefit of the American people?93
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The greatest future source of oil and natural gas, however, is off America’s shores, beneath the Outer Continental Shelf.





CHAPTER TWO

LARGE AMOUNTS OF OIL AND GAS–OFF OUR SHORES1



“What are the facts? [I]n Louisiana[,] where there was great  offshore [oil and gas] drilling and production[,]  the fish catch increased 400 percent.”


—RONALD REAGAN, JUNE 5, 19782





Cover-up in Washington’s Energy Game


In a radio commentary in October of 1977, Ronald Reagan referred to the surprising news that the director of the U.S. Geological Survey, Dr. Vincent McKelvey, had been fired.3 “In 98 years,” he said, “the agency has only had nine directors. They are nominated by the National Academy of Sciences and Presidents have always accepted them and not fired them.”4 Unfortunately for Dr. McKelvey, Reagan observed, he had blown a “hole in the [White House] script” that “we’d be running out of fuel before the turn of the century....”5 McKelvey, “an expert on geology but a rank amateur on politics,” had “mentioned a 4000 year supply of geo-pressured gas in the Gulf of Mexico, also a large amount of oil still to be found in the United States.” It got worse: 
The White House quickly covered with a CIA report (you remember the CIA) that the Russians would run out of oil by 1985 and start buying it from the Arabs. Dr. McKelvey, sincerely interested in helping out, said, “No, the Russians are floating on a sea of oil.”6






Accepting the presidential nomination of the Republican Party three years later, Reagan declared, “America must get to work producing more energy [from oil and gas deposits] off our shores....”7 Not surprisingly, given offshore energy’s importance, the people at work that summer of 1980 on Mandate for Leadership addressed the same topic:
During the past four years, [Outer Continental Shelf] OCS oil and gas leasing has not been recognized as an important component of short-term domestic energy supply, and thus, as one of the most vital tools the U.S. has to reduce or minimize OPEC supply interruptions and price pressures in both the short and medium range.8






As a result, concluded Mandate, the Carter administration’s OCS oil and gas program suffered from a number of “[d]eficiencies,” including “a timid OCS schedule,” the exclusion from leasing plans or the infrequent leasing of “high potential areas,” and “[l]imitations on the scope of sales,” as well as other procedural and bureaucratic road blocks amidst wasteful and time-consuming federal spending.9



Mandate proposed a series of short-term and long-term action items:
• A new five-year leasing schedule featuring:

[image: 038] More sales and larger acreages;


[image: 038] Faster sales in high-prospect areas;


[image: 038] More repeat sales in high-prospect areas;


[image: 038] Simplified administration;


[image: 038] A streamlined EIS process for repeat sales;


[image: 038] An increase in the size or composition of California sales;


[image: 038] An increase in the size of sales in the Gulf of Mexico; 






• Termination of duplicative and expensive studies;

• Return of all OCS leasing to the Interior Department.10 






Mandate called for “reorganization of OCS authority in the Interior Department” because the “[p]resent organization only encourages turf battles, a lack of accountability, and bureaucratic cartwheels for day-today functioning.” Putting “OCS authority” under a single leader “would contribute substantially to the formulation and timely execution of an aggressive OCS schedule.”11





The Federal OCS Oil and Gas Program

In 1946, President Truman ordered development of the energy resources in the OCS.12 In 1952, General Eisenhower made an election year promise to resolve the dispute between the federal government and coastal states over ownership of the OCS to permit exploration for and development of oil and gas resources owned by the federal government.13 In 1953, Congress statutorily resolved the long-running dispute,14 enacting legislation that defined the OCS to include “all submerged lands lying seaward and outside of the area of lands beneath navigable waters as defined [elsewhere in federal law], and of which the subsoil and seabed appertain to the United States and are subject to its jurisdiction and control,”15 and authorized the secretary of the interior to put federal OCS tracts up for bid and subsequent lease.16


In 1954, Interior held its first OCS lease sale, this one in the Gulf of Mexico off the coast of Louisiana—the site of state oil and gas production since 1938—which brought $116,378,476 worth of bonus bids into the U.S. Treasury.17 Federal law regarding OCS oil and gas leasing would not change for another decade and a half.18


One year after production began in 1968 on the first federal lease in the Santa Barbara Channel off the California coast, a blowout and spill occurred in federal waters, ushering in the nascent environmental movement. 19 In 1970, the National Environmental Policy Act (NEPA) and the Clean Air Act were passed,20 followed in 1972 by enactment of the Coastal Zone Management Act (CZMA) and the Marine Mammal  Protection Act,21 and in 1973 by passage of the Endangered Species Act.22 In 1977, the Clean Water Act passed,23 and in 1978, Congress made major revisions to the Outer Continental Shelf Lands Act,24 mandating a five-year leasing program, formalizing environmental studies, and requiring coordination and information-sharing with various affected parties, especially the states.25 Finally, in 1980, Congress amended the CZMA.26


When Reagan took office, the OCS oil and gas program was all but moribund. Since 1953, out of nearly a billion acres, only 17.9 million acres of the OCS had ever been leased for oil and gas development, and at the end of 1979, a scant 10.3 million acres remained under lease.27 Nonetheless, the OCS leases issued prior to 1977 still accounted for 17 percent of all domestically produced oil and gas.28 The need to do more was obvious, especially following the 1977 Arab oil embargo and given Interior’s view that “85% of the crude oil still to be discovered in America is likely to come from public lands, 67% of that from offshore drilling.”29


President Reagan’s charge to Secretary Watt regarding OCS oil and gas leasing was clear: government will not be the problem; it will be part of the solution. Reagan’s twin goals of national energy self-sufficiency and economic recovery required that Watt abandon the Carter administration’s recently adopted (June of 1980) but extremely limited five-year OCS leasing plan.30 In July of 1982, Watt announced that, rather than trying to identify the most promising OCS tracts for development of oil and gas resources, the Interior Department’s plan, over its five-year life, would make the entire OCS, an area estimated to contain one billion acres, available for leasing.31 Only a very small portion of the OCS would be leased annually, of course.32 The decision on where to search for energy, however, would not be made by government bureaucrats with little or no expertise and experience and absolutely no stake in the results. Instead, it would be made by companies that paid the millions of dollars in bonus bids to acquire the leases and the tens or hundreds of millions of dollars to explore for and produce oil and gas. Watt’s proposal for forty-one OCS lease sales over five years made available twenty times more acreage than Andrus’s 1980 proposal of fifty-five million acres in thirty-six sales, and twenty-five times more acreage than had been offered  for lease from 1954—when federal OCS oil and gas leasing began—to 1980.33 In fact, over the course of all federal OCS leasing, just forty-one million acres had been offered for lease and only nineteen million acres had been leased.34


Watt argued that the Reagan administration’s OCS oil and gas leasing program would “enhance ... national security, provide jobs, and protect the environment while making America less dependent on foreign oil sources.”35 In fact, according to Business Week, with Congress unwilling to seriously consider abolishing the U.S. Department of Energy or to expeditiously decontrol natural gas prices, Watt’s OCS program was “the only active energy policy proposal during the first term of the Reagan administration.”36 Watt’s objective was simple, “to inventory and ultimately [to] develop the hydrocarbon resources of the Outer Continental Shelf.”37 To critics who argued that, even with the Reagan administration’s aggressive OCS program, it would take 137 years to evaluate the energy potential of the federal OCS, Watt answered with the charge given him by Reagan in the Oval Office in September 1981—“If not us, who? If not now, when?”38 The Reagan administration’s OCS program:
• Increased substantially the rate of OCS leasing—average sale areas went from 900,000 acres under Andrus’s plan from 1977 through 1982 to about twenty-four million acres in 1983 and 1984 under Watt;39 

• Entered “frontier,” or largely unexplored, areas with great oil and gas potential earlier:

[image: 038] Through 1980, only 0.6 percent of Alaska’s OCS areas had been made available for leasing and only 0.2% had been leased; worse yet,


[image: 038] Through 1982, under the Andrus plan, only 10 percent of the acreage leased was in frontier regions outside producing areas in the Gulf of Mexico and the Santa Barbara Channel;40 and





• Streamlined the paperwork process required to conduct OCS oil and gas lease sales from the forty-two months once necessary to just twenty-one months.41 





Meanwhile, Watt’s decision—in early 1982, prior to announcing his new five-year OCS plan—to create the Minerals Management Service dramatically increased the efficiency of the OCS oil and gas program.42 By stripping the program’s pre-leasing activity from the Bureau of Land Management and its post-leasing efforts from the Conservation Division of the U.S. Geological Survey, Watt ended a long-running, often acrimonious, and inefficient turf battle between the two old-line Interior bureaus. Creation of a unified minerals agency, akin to those throughout the Western world, would dramatically increase the agency’s efficiency for nearly three decades.43


Environmental groups, some coastal state officials, and Democratic legislators objected, but to no avail.44 President Reagan supported the plan, and it appeared that the public was with him.45 Meanwhile, Watt negotiated successfully with coastal states, which ensured that nine of ten scheduled OCS lease offerings were held on time or with only minor delays.46 Watt signed a memorandum of understanding (MOU) with both North Carolina and Florida prior to the South Atlantic lease offering held in 1983.47 Watt signed two MOUs with Alaska to ensure the success of the Norton Basin and St. George Basin sales, which yielded $2.9 billion in bonus bids.48 In addition, Watt signed an MOU with California’s secretary of environmental affairs, which provided for “tract deferrals; stipulations and lessee advisories; consultation in protecting marine life; elaboration of air quality standards; protect[ion of] fishing interests; and, [allowance for the] initial processing of oil at onshore facilities.”49 Finally, Watt’s decision to conduct Sale No. 53 off the California coast over the objections of environmental groups was vindicated when drilling in the Santa Maria Basin revealed the largest oil discovery since Prudhoe Bay.50


The five-year program was the target of litigation, of course, when it went final in July of 1982.51 In July of 1983, however, the U.S. Court of Appeals for the District of Columbia upheld the administration’s five-year OCS program.52 In a stunning setback for the coastal states and environmental groups that filed suit, the three-judge panel, upon consideration of the mandate by Congress that the five-year plan “promote the swift, orderly, and efficient exploration of our almost untapped domestic oil  and gas resources in the Outer Continental Shelf,” held that “the [Reagan] program went beyond what was required by the statute.”53


To the assertion by the program’s opponents that area-wide leasing resulted in a “fire sale” of OCS tracts,54 the panel answered that federal law “does not mandate the maximization of revenues, it only requires receipt of a fair return,” which the program assures.55 To the argument by the program’s opponents that making the entire OCS available was “too much, too soon,”56 the panel ruled that the five-year program is “‘pyramidic in structure, proceeding from broad-based planning to an increasingly narrower focus as actual development grows more imminent’ ... an area included in the program may be excluded at a latter stage.”57 To the allegation by the program’s opponents that Watt had not properly considered the “environmental impact,”58 the panel responded, “[a]fter reviewing the Secretary’s analysis and methodology, we conclude that he has met the obligation imposed upon him by [federal law.]”59


Six months later, the Supreme Court of the United States handed the Reagan administration yet another victory over California, which had asserted that Interior’s plan to conduct Lease Sale No. 53 in federal waters off California’s shores was an activity “directly affecting” the California coastal zone. Secretary Andrus had removed 128 tracts but left 115 tracts in the proposed sale; California demanded the removal of more tracts and complained that the failure to do so would cause Lease Sale No. 53 to “directly affect” the California coastal zone. On behalf of the 5-4 Court, Justice O’Connor wrote that Congress did not intend for OCS leasing to fall within the “consistency” provision of the Coastal Zone Management Act (CZMA).60 In short, states like California would not be able to scuttle federal OCS oil and gas leasing by alleging violations of the CZMA.

Rebuffed by the administration and the courts, opponents of Reagan’s OCS program turned to Congress. Beginning in fiscal year 1982, Congress included language in its annual appropriations bills barring Interior from implementing the OCS program with regard to specific OCS areas totaling tens of millions of acres.61 The ban, renewed annually with ever increasing acreage, continued for years.62 The moratoria  created uncertainty for companies seeking to spend tens of millions of dollars to explore for and develop OCS oil and gas resources, effectively blinding the country to its valuable energy resources.63 In response to the moratoria, Secretary Clark testified, “If a foreign power had managed to do to us what we have done to ourselves, to shape our energy policy so disastrously, we would call it an act of war.”64 When the time came in 1987, Secretary Hodel adopted the Reagan administration’s second five-year OCS oil and gas-leasing plan, which continued to offer the entire OCS.65





Into the Deep Water

The nation’s offshore oil and gas industry, its ancillary companies, and the local communities across the country who make their living in the energy sector supported the Reagan plan enthusiastically.66 For one thing, the availability of an entire planning area as opposed to the federal government’s rationing of tracts through a tedious nomination and selection process ensured that a company would get the tracts it thought were most promising and could test out its theories about an area’s geology.67


Moreover, under the Reagan plan, the private sector paid for the costly research into what the public’s offshore lands held, and those whose investment and insight proved successful benefitted right along with the American people, who gained not only new supplies of energy but also the jobs and revenues that new economic activity generated. Even though the 1981–1982 recession had depressed oil demand,68 Newsweek reported in May of 1983 that “[w]hile rigs stood idle in the inshore shallows of the Gulf of Mexico, more than 1,200 oilmen gathered ... in New Orleans’ Superdome to testify to their faith in the health of their industry.” 69 The Central Gulf of Mexico lease sale—the first OCS sale using the Reagan administration’s new area-wide approach—offered 37.9 million acres for lease and harvested a record $3.47 billion in high bonus bids.70 Many of the tracts leased were deepwater tracts, that is, beyond depths of 1,000 feet, an area where government geologists saw little potential.71


Shell Oil, which had won the majority of the deepwater tracts at the May of 1983 sale, began drilling immediately.72 In October of 1983, Shell made a “major discovery” at “Bullwinkle,” which came to be known as the deepwater “Mini-Basin Play.”73 In the next Central Gulf of Mexico sale, in April of 1984, other companies, aware of Shell’s discovery, moved quickly to bid on deepwater tracts. Nonetheless, at the May of 1985 Central Gulf of Mexico sale, Shell again dominated, winning eighty-six of 108 deepwater tracts, including out to depths of six thousand feet.74 During this period, 1985–1986, oil prices collapsed to ten dollars a barrel, leading to the “inevitable disassembly of the offshore system and its onshore support network for the Gulf of Mexico.”75


Meanwhile, the industry, which had been optimistic about exploring offshore Alaska, “lost its craving for the Arctic” after a number of dry holes and slumping oil prices.76 Low oil prices would have ruined the industry’s appetite for the Gulf of Mexico too but for the Reagan OCS plan, which enabled a company to access what it believed to be promising deepwater tracts in which no other company had an interest.77 Lowering the minimum bid from $900,000 to $150,000, which allowed companies to acquire entire basins for ten years for only a few million dollars, encouraged energy companies to take a longer view.78


The deregulation of natural gas in 1989 caused prices to plummet, which benefitted consumers as Reagan intended, but hurt producers in the Gulf of Mexico’s gas-prone continental shelf, which drove energy companies into the oil-rich deepwater. Then, in December of 1989, Shell announced a major discovery at “Auger,” which was estimated later to contain 220 million barrels of oil equivalent, in the Garden Banks area nearly 140 miles off the Louisiana coast.79 The same year, Shell drilled into “Mars” in a field directly south of the mouth of the Mississippi River in three thousand feet of water on leases purchased in 1985 and in 1988 for $5.3 million.80 Mars, twice the size of Auger, was “the largest field discovered in the Gulf of Mexico in 25 years.”81


Over the next five years, notwithstanding depressed oil and gas prices, companies bought up 1,500 deepwater OCS tracts.82 Then, once news of the remarkable productivity of Auger and Mars broke, “the Gulf of Mexico became the hottest oil play in the world.”83 Over the next several years, major oil companies and contractors in the offshore-service industry came up with new technologies—including digital, three-dimensional seismic imaging—to find new reserves and to enhance old ones. Meanwhile, drilling and subsea engineering advanced by leaps and bounds.84
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