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Talking strategy with oil vividly gushing on TV news coverage across America gets 
nowhere as deep emotions overwhelm rational forward thinking. Now that it appears 
the well cap has been successful and the flow of oil stopped, although not without 
some trepidation, we can have a more serious strategic discussion about the oil & gas 
future for the Gulf of Mexico. 
 
Let’s put this in context. Certainly, stopping the flow has been terrific news, but there is 
no other way to describe the Deepwater Horizon blowout than a monumental disaster 
with lasting impact for many years to come. To date, job number one for BP has been 
rightly to do whatever possible to contain and stop the leak. Job number two followed 
closely behind for the federal and state governments, BP, the communities impacted, 
the oil & gas industry, and anyone else who wants to help is clean up and 
prevent/reduce the environmental damage. Everywhere you turn there are assessments 
on how well all this cleanup has gone, so let’s leave this subject for others. 
 
But the Obama administration has also seen fit to jump into the strategic dimensions 
when the emotions have been high with the six month moratorium on drilling. That not 
surprisingly led to a court fight with the oil & gas industry winning for the moment. This 
has been temporary as Energy Secretary Salazar has a revised moratorium under the 
theme of safety. 
 
It is a little hard to say the industry hasn’t been safe with over forty thousand wells in 
the US waters of the Gulf of Mexico without such previous major incident for decades. 
Of course, one can argue for zero tolerance which has some real merit but perhaps not 
practical. The strategic question must address whether the industry has widespread 
safety concerns or is this uniquely difficult well, poorly maintained rig, or a maverick 
operator? The press reports and congressional testimony suggest the latter. The Wall 
Street Journal headlines on July 19, 2010 reported that the spill investigators were 
focusing on a list of more than twenty anomalies. BP’s partner Anadarko tried to 
distance itself with Chief Executive Officer James T. Hackett’s statement on June 18, 
2010, “The mounting evidence demonstrates that this tragedy was preventable and the 
direct result of BP’s reckless decisions and actions.” Many in the industry argue at the 
heart of the matter is BP could have and should have used a safer well design but 
operational objectives got in the way of safety first. In the end, it looks like the blowout 
and BP’s handling of it has cost Tony Hayward his job. 
 
Now that the Deepwater Horizon is not just scenario planning but starkly real, the next 
important work for the industry must be around finding how to improve the 
containment system and make it dramatically faster and better. It has been 
encouraging to see the proactive response of ExxonMobil, Royal Dutch Shell, Chevron, 
and ConocoPhillips with plans to build and deploy a $1 billion rapid-response system to 
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capture and contain oil in the event of a future underwater well blowout. As Houston 
Chronicle reporter Monica Hatcher outlined in her July 21, 2010 article. “Unlike BP’s 
system, much of which was designed and built on the fly to handle the unfolding Gulf 
disaster, the new equipment will be pre-engineered, constructed, tested and on standby 
for immediate deployment in case of an emergency. As part of the initiative, the four 
firms will form a nonprofit company called the Marine Well Containment Co. to operate 
and maintain the system.” 
 
On the other side of the equation, the economic impact of the six month drilling 
moratorium is severe. There are many estimates on the job loss, some as high as 
46,000 directly related to the rigs and more broadly hundreds of thousands impacted. 
However, the Oil & Gas Journal’s reporting of analyst Douglas Becker’s comments on 
July 23, 2010 contends the disaster is not terminal such as the impact of Three Mile 
Island on the nuclear industry. I am not so sure the strategic ramifications are not 
larger. There was and have been alternative means of generating electric power with 
nuclear just one piece of the portfolio. No real meaningful alternatives to crude derived 
gasoline, diesel, and jet fuel exist today; it will take time. 
 
But why is the Obama Administration so adamant on pursuing a drilling moratorium? 
Mario Loyola in his front cover August 2, 2002 National Review article contends this is 
just part of a strategy to pursue comprehensive energy and climate legislation. If so, it 
naively ignores the short and midterm impact on this country’s energy future. 
There is no doubt that with this moratorium, deep water drilling rigs are and will move 
to other locales around the world as the demand for them exists. These rigs, as many 
have noted, will not come back for multiple years so it is not really a six month 
moratorium. The production impact from the Gulf of Mexico which represents about one 
third of our current US output could reach half of billion barrels a day or more over the 
next five years. Sure this could impact pricing for crude oil and detrimentally affect our 
energy security equation. But for Houston as the Energy Capital, the result could be 
much more profound. 
 
As a senior executive in Shell Oil back in the mid to late eighties, the prospect of major 
oil & gas reservoirs in the deepwater Gulf of Mexico was but a geologic theory that Shell 
wanted to pursue. Those early forays and technological leaps have led to deepwater 
being a productive leading edge frontier around the world. The foci of that intellectual 
capacity and knowhow still reside here in America while others such as Brazil have 
made major contributions. More specifically, the intellectual center of the industry is 
here in Houston, where our huge cluster of oil, gas and service companies controls 
operations in all parts of the globe. 
 
The drilling moratorium is a Houston issue big time that we must respond to. We have 
discussed the Greater Houston Partnership’s Energy Collaborative in many of my blogs 
as having the mission to perpetuate Houston as the Energy Capital of the World. Not 
surprisingly, the Energy Collaborative is keenly aware of the risks posed by ill-



considered national energy policies that ignore the needs of the present and near future 
in their ambition to create a distant utopia where we are magically released from our 
dependence on oil–maybe in a couple decades at best and let’s hope by mid century. In 
the meantime, the Energy Collaborative under its Energy Policy subcommittee has 
commissioned four targeted task forces (energy efficiency, distribution, fossil fuels and 
alternatives) to develop resolutions that will guide the city’s energy related legislative 
agenda in Austin and Washington. But with the potential impact of this drilling 
moratorium, the GHP has commissioned a specific task force to prepare a set of 
principles that national legislators should consider as they respond to the Gulf of Mexico 
crisis. 
 
Without careful forethought, oil & gas leadership could well drift away from the US with 
the multi-year impact of this ill conceived drilling moratorium. China has already 
outstripped the US as the largest energy consumer. In this new energy landscape, it is 
much better to lead from strength than weakness. The administration’s unintended 
consequences could rapidly erode one of the nation’s and the energy industry’s great 
strengths today–deepwater drilling. 

 


