
The reaction of the Administration to the discovery of the close relationship between MMS and 
Oil & Gas Industry reminds me of a scene from the movie Casablanca between Rick Blaine and 
Captain Renault.  MMS is Rick and the Administration is Renault :

[Renault has ordered that Rick's close immediately]
Rick: How can you close me up? On what grounds?
Renault: Iʼm shocked, shocked to find that gambling is going on in here.
Employee of Rick's: [hands Renault money] Your winnings, sir.
Renault: Oh, thank you, very much.

Those winnings are billions of dollars a year!

Prior to the BP oil spill, MMS was working according to a bipartisan consensus of both the 
executive and congress.  MMS is very difficult to manage.  The analogy I use from the private 
sector is General Electric.  General Electric makes jet engines, diesel locomotives, wind 
turbines, medical imaging equipment, and provides financial services.  MMS manages oil & gas 
leasing, safety inspections, environmental research, alternative energy, beach replenishment 
and a significant financial management system.  It is located in Metro DC, New Jersey, 
Louisiana, Texas, Colorado, New Mexico, California and Alaska.  It takes time for the political 
leadership, the Director to understand the agency which he/she is expected to lead.

The current Administration made a decision to split the agency into three parts:  Ocean Energy 
Management, Safety and Environment, and Revenue.  There is a case that the legacy 
organization has some structural conflicts of interest.  The history of MMS has shown the 
agency has performed well in dealing with the conflicting objectives and following the course laid 
out by the bipartisan consensus.  This break up is a very bad idea for taxpayers.  I will layout 
two other ways of accomplishing the goal.

Why the Administration Plan is a very bad idea for taxpayers

Safety:  The folks at Shell, Chevron, BHP Billiton, Apache, et. al. saw what happen to BP with 
the spill.  The management and stockholders of those companies will raise the bar on safety no 
matter what new regulatory structure is placed on them.  Safety is in the self interest of the 
industry.  The offshore program needs to look at the future problems, not fix known problems 
which the new de facto industry standards will address.  As an example, Hurricane Katrina 
severely damaged the Mars platform.  Future platform designs will be engineered to meet the 
rigors of a Category 5 storm.  Breaking up MMS will not improve safety!  The industry will 
become risk adverse on its own.

Senior Staff Development:  The breakup of MMS will result in stove piping of functions in the 
staff.  There will be no cross functional understanding of the big picture.  The current career 
employees running Offshore Energy Management and Revenue Management are good 
examples.  They show the benefit of the legacy management development system.  The current 
Deputy Associate Director for Offshore Energy Minerals Management, who is currently acting 
Associate Director, headed the Oil Spill Modeling Branch, then was transferred to Engineering 
Research Branch, next to the Chief of Environmental Division en route to his current position.  
The current Associate Director for Revenue Management Program.  He worked in the Offshore 



Atlantic Region, then moved to Engineering Safety Branch, and then became Chief of the 
Environmental Division before his current position.  MMS has an important history of rotational 
assignments across functions and locations.  The cross functional career path is important in 
developing the managers for the functions of MMS.  Breaking up MMS will prevent the 
development of career managers who understand the diversity of the missions.

Conflicting Missions:  The administration proposal does not eliminate them.  It only moves them 
higher up in the organization chart.  The legacy structure the conflicts were at the Associate 
Director & Director level.  The proposal would place the conflicts at the Assistant Secretary & 
Secretary Level.  The conflicts are only moved, not eliminated.  Further by moving the conflicts 
up the organization charts, the decisions are being made by political appointees who are less 
qualified to make those decisions.  For example the current Secretary of the Interior is from 
Colorado.  Colorado is not where someone would look for a policy maker on OCS management 
issues.  Recent Secretary's of Interior are from Colorado, Idaho, Arizona, and New Mexico.

Budgetary Cost:  The Federal Government has a huge budget deficit.  The break up will cause 
a triplication of effort.  Instead of one Director, there will be a requirement for three.  The same for 
Ethics Officer, Security Officer, Congressional Affairs, Public Affairs, Chief Information Officer, 
Web Management, Budget Office, EEO, and so on.  MMS has the most advanced Information 
Technology system in the Department.  Literally hundreds of millions of dollars has been 
invested in creation.  Breaking up this system will costs tens of millions in needless expense.  
This break up will costly and introduce redundancy.  That is exact opposite of the need to shrink 
the size of government.  The break up is a waste of the public resources.

The impact on breaking up MMS are:  No impact on safety of offshore operations.  The 
conflicting mission remains.  The future management staff will lack cross function experience.  
The break up will be costly.

Other paths for the functions of the former MMS

Proposal #1:  A single agency with Associate Director for Ocean Energy Management, 
Associate Director Safety & Environment, Associate Director for Natural Resource Revenue, 
Associate Director for Administration, and Associate Director for Program Management.  This is 
the preferred approach and has significantly reduced cost.

Proposal #2:  If the perception is that the conflicting missions is over riding, then transfer all of 
the functions out of the Department of Interior.  Send Ocean Energy Management to Department 
of Energy.  Send Safety & Environment to Commerce Department.  This fits the portfolio of 
Commerce with NOAA.  Send Natural Resource Revenue to Department of Treasury.  The 
functions of the former MMS was never a good fit for the Department of Interior portfolio of 
resource preservation and pure science.  MMS is effectively a commercial conglomerate like GE 
with strengths in Energy Engineering and Safety, Information Technology, and Financial 
Management.

Comparative Risk of Shallow and Deep Water Operations

The Administration has made implicit assumption that shallow water operations are lower risk 
than deep water.  A case can be made that shallow water operations pose the higher risk.  There 



are several reasons that shallow waters wells pose larger risks:
- Shallow water operations are generally closer to the coastline.
- There is a shorter water column to dissipate the spill.
- There are high rate production wells in shallow water.  My review of data found a well producing 
over 3,000 barrels a day in under 500 feet of water.  
- The shallow water operators tend to be smaller, without the financial and technical resources of 
a firm like BP to conduct response operations.

Stop fighting the last war, prepare for the next!

The OCS program has experienced a sequence of major events:  Santa Barbara, Exxon Valdez, 
Hurricanes (Ivan, Katrina, Rita), and the Deepwater Horizon.  Don't look back, prepare for the 
next event, such as tsunami, rogue wave, floating production system incident, a massive 
release of gas from hydrates, a collision with a wind turbine.  There are trade offs between 
prevention and response.  Think outside the box with the program such as gas only leasing.  
What is the potential of an oil spill from a gas field?
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