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Its Rise and Demise 
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Supervisor: David M. Oshinsky 

The energy crisis during the presidency of Jimmy Carter stimulated several major pieces 

of legislation that together produced the Department of Energy (DOE), the National Energy Plan 

(NEP), the windfall profits tax, and the Energy Security Act of 1980 (ESA). This dissertation 

focuses on the Energy Security Act, which was signed into law on June 30, 1980, and created the 

congressionally chartered United States Synthetic Fuels Corporation (SFC), one of the initial 

efforts to provide the United States energy security.  John Sawhill, nominated by Carter as the 

first SFC chair, was responsible for managing the corporation along with six other directors. The 

Senate confirmed none of these seven individuals. This inaction forced Carter to make recess 

appointments of Sawhill and four others to the SFC board. With the election of former California 

governor Ronald Reagan as president in November 1980, emphasis on the SFC and financial 
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assistance for development of a domestic synthetic fuels industry diminished – so much so that 

the corporation closed its doors in April 1986.
1
  

The SFC funded four synthetic fuels projects. None survive today.
2
  During its life, 

Synfuels Corporation spent approximately $960 million. Congress authorized funding of $88 

billion plus $35 million in annual administrative expenses (adjusted for inflation) for the SFC, 

with a maximum of three hundred full-time professional employees, over its legislated twelve-

year existence. The mandated goal was the production of at least five hundred thousand barrels of 

crude oil equivalent per day of synthetic fuels from domestic sources by 1987 and at least two 

million per day by 1992. The SFC was legislatively chartered to be free of normal government 

rules, regulations, and procedures. Carter did not want the synthetic fuels effort to be housed 

within the Department of Energy. He knew that to meet the goals of the act, any entity must be 

able to move with speed and be permitted to pay above government-level salaries.   

Reagan, who did not like the SFC or its mandate, preferred the free market with little or 

no government interference. Congress simply could not leave the SFC alone, however. So instead 

of a seven-member board of directors, the SFC ended up with a board of 542 – counting members 

of Congress.  

This dissertation provides an in-depth look at the SFC, Carter’s solution to the energy 

crisis as presented in his July 15, 1979 address to the nation on energy and national goals, 

commonly referred to as “The Malaise Speech.”  This talk from the Oval Office, was unique, and 

                                                           
1
 Synthetic fuels, for purposes of the Synthetic Fuels Corporation, were defined as any solid or liquid that 

could be used as a substitute for crude oil or natural gas and that was produced by chemical or physical 

transformation – primarily from coal, oil shale, or tar sands, including heavy oil.  Synthetic fuels did not 

include solar, wind, renewable, or nuclear.  Energy Security Act Conference Report, No. 96-824, June 19, 

1980, 22. 
2
 The Great Plains Coal Gasification project still operates, but the SFC never funded this project. 
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remains today the most unusual presidential address in the nation’s history.  Historians have 

written and analyzed the first half, a sermon emphasizing all that was wrong with America, but 

few writers have done the same for second half of the speech, which is the subject of this paper.  

In the latter part of his speech, Carter emphasized his solution to the country’s malaise:  solving 

America’s energy shortage, to be accomplished by what he termed an “energy security 

corporation.” 

Only two authors have examined the SFC.  Sabrina Willis penned a 1987 essay titled 

“The Synthetic Fuels Corporation as an Organizational Failure in Policy Mobilization,” which 

appeared in The Unfilled Promise of Synthetic Fuels, edited by Ernest J. Yanarella and William 

Green.  She argued that SFC problems were “so many and so serious that it is difficult to 

determine exactly why the corporation failed to come [even] close to achieving the goals set for it 

by Congress . . . .”
3
  Willis was particularly critical of Ed Noble, appointed as chair of the board 

of directors by Reagan, when she wrote, “his [Noble] managerial style was too weak to 

effectively guide a controversial organization.”
4
   Willis did not have access to the SFC papers, 

staff or members of the board of directors.  Furthermore, she did not research or make use of the 

plethora of published congressional hearings.  Although her examination was superficial, it was 

definitely pointed. 

In 2011, Ralph L. Bayrer, former SFC vice president of projects, published his account, 

The Saga of the U.S. Synthetic Fuels Corporation: A Cautionary Tale.
5
  Bayrer, an engineer by 

                                                           
3
 Sabrina Willis, “The Synthetic Fuels Corporation as an Organizational Failure in Policy Management,” in 

The Unfilled Promise of Synthetic Fuels: Technological Failure, Policy Immobilization, or Commercial 

Illusion, Ernest J. Yanarella and William C. Green, eds.  (New York:  Greenwood Press, 1987), 71. 
4
 Ibid, 85. 

5
 Ralph L. Bayrer, The Saga of the U.S. Synthetic Fuels Corporation: A Cautionary Tale  (Washington, 

DC: New Academia, 2011). 
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education and profession, addressed primarily the engineering aspects of the SFC projects.  He 

presented a favorable assessment of Noble and his leadership.  Noble, in Bayrer’s opinion, “had a 

clear view of what he [Noble] wanted to achieve at the SFC,” and several “accomplishments” 

while chair of the Synthetic Fuels Corporation.
6
  Bayrer dedicated his book to Noble, noting the 

SFC “came to a premature end,” and had David Stockman, Reagan’s director of the Office of 

Management and Budget not intervened, Noble would have been almost successful in his 

strategic vision.
7
    Bayrer, however, did not interview former employees, former board members, 

or congressional leaders and their staffs.  He relied instead on congressional hearings and his own 

papers.  Because Bayrer worked for the SFC from its beginning to the end, the viewpoints in his 

publication are thus clouded by personal involvement.  He did provide invaluable assistance to 

the author though, answering questions about the projects and providing needed documents, for 

which the author is most grateful.  Yet, after considerable research and numerous interviews, the 

author does not agree with Bayrer’s assessment of the SFC. 

The United States Synthetic Fuels Corporation was a superb idea.  Its objective was a 

bold step by a president to address America’s addiction to imported crude oil, which had made 

the nation vulnerable to the vagaries of an unstable region of the world.  Unfortunately, a vacuum 

of presidential leadership, congressional meddling, and embarrassingly poor management cursed 

the SFC from its very creation.   

Almost a full year – 351 days – passed from the date Carter offered the concept of the 

SFC to the nation until its enactment into law.  Moreover, Carter’s distraction with a possible 

                                                           
6
 Email from Ralph Bayrer to author, July 17, 2012. 

7
 Bayrer, 333.  Noble’s strategic vision was outlined in his1985 essay in the Oklahoma Law Review (38, 

1985), 821-824:  “Give the country a permanent insurance policy against ever again being held hostage by 

foreign energy producers.” 
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primary opponent, Sen. Edward Kennedy (D-MA), whom he disliked intensely, hampered the 

president’s ability to remain focused on the issue, as well as his view of the presidency as a 

trusteeship, above politics.
8
  After the election of Ronald Reagan to the presidency, all interest in 

supporting synthetic fuels evaporated.  The SFC became merely a place to repay political donors 

and friends – and minor ones at that. 

By thoroughly examining the rise and demise of the United States Synthetic Fuels 

Corporation, historians will be able to see prima facie evidence of the importance of commitment, 

persistence, and leadership – both presidentially and managerially – and how it is possible for a 

government entity to vanish into the dust bin of history. And, we will be able to answer the 

questions:  what was the SFC, what did it accomplish, what happened to it, and why? 

                                                           
8
 Charles O. Jones, The Trusteeship Presidency: Jimmy Carter and the United States Congress  (Baton 

Rouge, LA:  Louisiana State University Press, 1988). 
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Introduction 

To a very dangerous extent, the vital security of this Nation is in serious jeopardy.  We are dependent for 

many of our essential raw materials on sources in far-off lands, many under the control of possible fickle 

allies or timid neutrals, some veritably under the guns of our 

 potential enemies. 

“Availability of Strategic and Critical Materials to the U.S. in Time of War and for Our Expanding 

Economy:  Hearings Before the United States Senate Committee on Interior and Insular Affairs, Eighty-

Third Congress, Second Session” July 9, 1954. 

 

 

I believe oil represents great political power which has been used…to serve Arab aspirations…. It 

will…continue to be used in the future and will remain – after God – the real power on which the Arab 

nation can rely for realizing its aspirations. 

Sheikh Ahmed Zaki Yamani, Saudi Arabian oil minister, “The Impact of Oil on International Politics,” 

lecture at King ‘Abdul-‘aziz University in Jeddah, Saudi Arabia. (April 6, 1980) 

 

 

[As oil prices increase,] consumption falls and capital is invested in searching for alternative sources of 

energy.  If we force western countries to invest heavily in finding alternative sources of energy, they will.  

This would take no more than seven to ten years and would result in reducing dependence on oil as a 

source of energy to a point that would jeopardize Saudi Arabia’s interest. 

HE Sheikh Ahmed Zaki Yamani, Saudi Arabian oil minister, lecture at King Fahd University of Petroleum 

and Minerals, Dhahran, Saudi Arabia, “Petroleum: 

A Look into the Future.” (January 31, 1981)
1
 

 

America is addicted to oil.
2
 

President George W. Bush 

(January 31, 2006) 

 

 

The Iraq war is largely about oil.
3
 

      Alan Greenspan 

      (2007) 

 

The U.S. wants a balance of power in the [Middle East] that prevents any power in the region from being 

able to block the flow of oil to world markets by military means.
4
 

      Walter Russell Mead 

      (March 7, 2012) 

                                                           
1
 “Yamani Takes a Look at the Future for Oil,” Petroleum Intelligence Weekly, Supplement, March 9, 1981, 

1-5. 
2
 George W. Bush, “Address Before a Joint Session of the Congress on the State of the Union,” January 31, 

2006.  www.presidenct.ucsb.edu/ws/?pid=65090 
3
 Alan Greenspan, The Age of Turbulence (New York:  Penguin Press, 2007), 463. 

4
 Walter Russell Mead, “America Is Stuck With the Middle East,” Wall Street Journal, March 7, 2012, 

A17. 
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Figure 1.  Logo for the United States Synthetic Fuels Corporation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.  Newsweek, July 16, 1979 
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Over thirty years ago, the United States had an opportunity to use the enormous ingenuity 

and “can-do attitude” of its people to become free from the burden of importing such large 

volumes of crude oil.  This window of opportunity lasted but two thousand days and then 

disappeared into oblivion, forever tarred by the criticisms about government waste and 

mismanagement.  What was it?  It was the United States Synthetic Fuels Corporation (SFC), a 

congressionally chartered corporation, created with limitations on duration, spending, 

professional employees, and budget.  The concept was visionary, but it became embroiled in a 

vacuum of presidential leadership and commitment, congressional meddling, and incompetent 

management.  The demise of the SFC is the exception to President Ronald Reagan’s theory that 

“a government bureau is the nearest thing to eternal life we’ll ever see on this earth.”
5
 

The SFC will be addressed in eleven chapters.  The Seventies are covered in chapter one.  

Energy crises are the unifying theme of this era and these emergencies had a deep but quickly 

forgotten impact on American society.  The background surrounding President Jimmy Carter’s 

introduction of his Energy Security Act is described in chapter two.  The third chapter focuses on 

the events directly preceding Carter’s July 15, 1979, “Malaise Speech” to the nation, while 

chapter four examines the speech and its import.  The next chapter looks at the efforts of the 

Carter administration to recapture the initiative from Congress to address the nation’s 1979 

energy crisis, as well as Carter’s successful work resulting in the Energy Security Act of 1980, 

thereby creating the United States Synthetic Fuels Corporation.  Chapters six, seven, and eight 

consider the SFC during the leaderships of its three and only chairs:  John Sawhill, Jack McAtee, 

and Edward Noble.  Environmental and socioeconomic issues of synthetic fuels projects are the 

                                                           
5
 Ronald Reagan, “A Time for Choosing” speech, October 27, 1964:  

www.reagan/utexas.edu/archives/reference/timechoosing.html 
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subjects of chapter nine, and chapter ten explains the projects that were funded by the SFC.  The 

conclusion and epilogue view the legacy of the corporation and the 2012 status of the energy 

supply situation in the United States. 

Our story begins with President Jimmy Carter signing the Energy Security Act (ESA) 

into law on the South Lawn of the White House on Monday afternoon, June 30, 1980.
6
  On this 

warm, partly sunny day, with temperatures in the high 70s and humidity approximately 40 

percent, there was no hint of the dark clouds that would soon emerge over this promising 

legislation.
7
   The ESA created the congressionally chartered United States Synthetic Fuels 

Corporation (SFC), which was designed to encourage private industry to enter into the domestic 

production of synthetic fuels.
8
  The hope was that such a step would reduce the nation’s 

dependence on imported crude oil, especially from politically unstable countries.  The Energy 

Security Act, for purposes of the United States Synthetic Fuels Corporation, defined the term 

synthetic fuel(s), briefly, as any solid or liquid – primarily from coal, oil shale, or tar sands, 

including heavy oil – that could be used as a substitute for crude oil or natural gas and that were 

produced by chemical or physical transformation.
9
  Synthetic fuels, per definition in the Energy 

Security Act, did not include nuclear power, wind power, solar power, or renewable energy 

sources. 

                                                           
6
 President Jimmy Carter, Energy Security Act Remarks on Signing S. 932 into Law, June 30, 1980.  The 

American Presidency Project (APP). www.presidency.ucsb.edu/ws/?pid=44684 
7
 “The Weather,” Washington Post, July 1, 1980, C2. 

8
 The ESA contained much more than just the legislation to create the SFC.  John Deutch, under secretary 

of the Department of Energy during the Carter administration, argues that it passed because it contained 

“something for everyone” and because the windfall profits tax funded almost everything in the ESA.  As an 

example, it was probably the first legislation to authorize and fund a study of the climate effects of 

greenhouse gases:  Title VII – Acid Precipitation Program and Carbon Dioxide Study.  John Deutch, The 

Crisis in Energy Policy (Cambridge:  Harvard University Press, 2011), 170. 
9
 Conference Report, Energy Security Act, Report No. 96-824, June 19, 1980, 22.  Heavy oil is any type of 

crude oil that does not flow easily and is closely related to tar sands or oil sands.  The Act had subsections 

on Renewable Energy Initiatives, Solar Energy and Energy Conservation, Geothermal Energy, Acid 

Precipitation Program and Carbon Dioxide Study, and Strategic Petroleum Reserve. 
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 Carter’s efforts to create this government entity had begun with his July 15, 1979, 

evening Oval Office address to the nation, subsequently referred to as his “crisis of confidence” 

or “malaise” speech.
10

  Almost a full year then elapsed before the necessary legislation was 

passed.  At the signing ceremony, Carter stated that the country would be celebrating its birthday 

in a few days and that he could think “of no more fitting present [for the United States] than this 

declaration of energy security or energy independence.”  Here, then, was the keystone of a 

national energy policy.
11

 

 Washington, DC, was positively consumed with synfuels fever, so much so that a freshly 

minted twenty-two-year-old political science major, Bill Rankin, from the University of Georgia 

started a well-respected weekly publication, The Synfuels Report, out of his garage and eventually 

increased its $250 annual subscription base to almost one thousand.
12

 

 What began with such fanfare, promise, and excitement, however, died a quiet death on 

April 18, 1986.  The SFC existed for approximately two thousand days, and yet nothing now 

remains.  The organization left no legacy, and few explanations have been offered for the failure 

of the federally chartered corporation that President Carter had promised would “launch the 

greatest outpouring of capital investment, technology, manpower, and resources since the space 

program . . . and would dwarf the combined efforts expended to put Americans on the moon and 

to build the entire Interstate Highway System.”
13

  

                                                           
10

 President Jimmy Carter, Address to the Nation on Energy and National Goals, July 15, 1979, APP. 

www.presidency.ucsb.edu/ws/?pid=32596 (The word malaise was not actually used in the speech.  Carter 

speechwriter Gordon Stewart later opined that Bob Shrum, a senior political consultant to Sen. Edward 

Kennedy (D-MA), attached this moniker to belittle Carter while helping Kennedy in his 1980 presidential 

campaign.) 
11

 Carter’s Energy Security Act Remarks on Signing S. 932 into Law, June 30, 1980. 
12

 William Rankin, phone interview with author November 11, 2011, and email to author December 16, 

2011. 
13

 Ibid. 
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 The SFC was in the tradition of the New Deal, the Fair Deal, and the Great Society – a 

federal industrial policy that enabled the government to influence and engage in the private 

sector.  The government attempted to enter the energy industry by swaying the free-market 

mechanisms.  Only these efforts would place America in a proper position, with the necessary 

“weapons to wage and win the energy war.”
14

 

In early 1948, the nation’s preeminent geophysicist, Everette Lee DeGolyer, testified 

before the Special Subcommittee on Petroleum of the Committee on Armed Services in the 

House of Representatives.  The subcommittee “bitterly attacked” DeGolyer for maintaining that 

the nation could not safely rely on its own oil reserves in case of accelerated demand during 

wartime.  Rep. Lyndon Johnson (D–TX) pressed him hard on this matter, and the testimony 

finally ended with this exchange:
15

 

Mr. Johnson:  Then, you think that we are safe in assuming that we have 

sufficient reserves, and also sufficient reserves can be deployed in this 

hemisphere to make us self-sufficient in oil? 

 

Mr. DeGolyer:  I do not think that you are safe in making that assumption.  There 

are two hard facts in the oil business today, and you can like them or dislike 

them, but they are there and there is no question about it. . . .  One of them is that 

the United States is the greatest consuming area in the world, and the other one is 

that the Middle East is the area of greatest proved reserves in the world.
16

 

 

DeGolyer added that he had no “desire to see government in business.”
17

 

A few years later, in January 1951, President Harry Truman, concerned about the nation’s 

material resources during a period of apprehension over the possibility of an expanding conflict in 

Korea or another world war, formed the President’s Materials Policy Commission.  This group 
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was informally referred to as the Paley Commission after its chair, William S. Paley. Truman 

charged it with examining the nation’s materials problems, including energy supplies and 

demand.  The essence of the energy dilemma, according to the Paley Commission, was that the 

country lacked adequate domestic supplies for future demand growth, especially in times of war.  

Issued in June 1952, the commission’s report comprised five books.  Volume III examined the 

outlook for energy sources and reported that the United States would soon confront a decline of 

available domestic crude oil supplies.  In addition, the report stated, the country would become 

vulnerable to dependency on huge volumes of imports from the highly volatile Middle East, an 

area that was traditionally susceptible to attacks from nations in need of crude oil reserves.  In the 

Paley Commission’s view, government research should continue to be directed toward bringing 

the production of oil products from oil shale and coal-based synthesis to a stage at which such 

endeavors would be commercially attractive.  Recommendations in the report encouraged the 

idea that moderate financial assistance should be given to private companies ready to go ahead 

with commercial production of oil shale or oil from coal.  Such efforts would increase the 

nation’s long-run supply.  The five-member commission presciently noted, “[T]he dependence of 

the free world on vulnerable supplies is also likely to grow.  Clearly the security problems in oil 

are likely to become increasingly difficult as time goes on.”
18

  

On June 4, 1971, Richard Nixon became the first president to send to Congress an energy 

message of a comprehensive nature.  He was prompted to do so by the sharp increase in demand 

for energy supplies that had begun around 1967.  Before this time, energy consumption had been 

growing at a slower rate than the output of goods and services.  During the next four years, 

energy use had begun to increase at a faster pace.  Relatively inexpensive energy had been the 
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primary cause of this upsurge.  Energy’s cheap costs made it an attractive bargain nationwide, 

and demand responded accordingly.
19

  Nixon continued his pleading to Congress in a more urgent 

message in April 1973.  He stressed the fact that the country’s energy demands had grown so 

rapidly that they now outstripped the nation’s energy supplies – to the extent that shortages had 

become a real possibility.  With only 6 percent of the world’s population, the United States was 

consuming almost a third of all the energy on the planet.  Nixon ordered the end of quantitative 

controls on oil imports in an effort to increase available crude oil supplies.
20

 

Earlier, on March 25, 1969, Nixon had created a Cabinet Task Force to conduct a 

comprehensive review of oil-import restrictions.  The report of the task force was issued on 

February 2, 1970.  It stated that, in 1959, import restrictions were enacted to protect national 

security.  The reasoning was that in the absence of restrictions, crude oil’s domestic wellhead 

price of $3.30 per barrel would decline to the world market price of about $2.00 per barrel, a rate 

that would negatively affect domestic energy to such an extent that imports would increase 

dramatically.  Foreign suppliers could cut off supplies of crude oil to the detriment of the 

country’s military and economy; or they could threaten a cut-off to influence United States 

foreign policy.  Oil import restrictions were enacted to guard against these events.  Among the 

report’s many recommendations, two stand out: (1) a transition to a tariff system to control 

imports, and (2) further study of security alternatives, which included underground storage and 

subsidization of shale oil or coal capacity.
21
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 The Yom Kippur War began on October 6, 1973, when the armies of Egypt and Syria 

attacked Israel.  In a short time, most of the oil producers in the Middle East reduced their output 

and cut off shipments of oil to the United States.  During an Oval Office address to the nation at 

7:30 p.m. on November 7, 1973, Nixon announced “Project Independence,” an effort for the 

United States to achieve energy self-sufficiency by 1980.  He ordered all federal buildings to 

reduce daytime temperatures to between sixty-five and sixty-eight degrees Fahrenheit and asked 

the public to do the same.  Adding to the nation’s mandatory sacrifice, Nixon then asked 

governors to reduce each state’s highway speed limits to fifty miles per hour.
22

  Project 

Independence led to the creation of the Federal Energy Administration (FEA) in the spring of 

1974, the nation’s first dedicated energy agency.   

 The FEA issued the Project Independence Report in November 1974.  John Sawhill, 

administrator of the Federal Energy Administration, stated in the preface that the purpose of this 

report, involving more than five hundred professionals, was to evaluate the nation’s energy 

problems and provide a framework for developing a national energy policy.  This report was the 

most comprehensive energy analysis ever undertaken and an effort to construct an economic 

model to evaluate current and projected United States energy conditions over the period 1973-

1985.
23

  It did not recommend specific policy actions.  “The problem in the past,” the report 

noted, “seems to have been that the public, the Congress, and the Executive Branch have focused 

arguments on particular measures, instead of a total energy policy.”  It continued, “To correct this 

situation, we [the authors] have prepared this report which we believe presents a comprehensive 

framework within which to evaluate individual issues.”  The report provided the framework and 
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analytical tools to evaluate changing world and domestic conditions and the impact of alternative 

policy actions.
24

     

The only product addressed in this definition of energy independence was crude oil.  But, 

the report stated that it was “not a blueprint” for reaching zero imports by 1980, nor did it make 

actual policy recommendations – a direct contradiction to Nixon’s pledge.
25

  Defining energy 

independence presented a challenge to the writers, which prompted them to reevaluate the 

president’s charge.  The authors concluded, “The definition of [energy] independence and the 

criteria for evaluating it are central to the choice of a U.S. energy strategy.”
26

 

 The professionals working on the project wrote: 

In response to the embargo and the realization of the potential costs of being 

increasingly dependent on foreign sources of energy, the President established 

the goal of energy independence for the United States by 1980.  There was 

considerable divergence of opinion, however, regarding the meaning of energy 

independence, and there are likely to be even greater differences as to how the 

goal should be achieved once it is ultimately defined.  To some, energy 

independence is a situation in which the United States receives no energy 

imports, i.e., it produces all of its energy domestically.  To others, independence 

is a situation in which the United States does import to meet some of its energy 

requirements, but only up to a point of “acceptable” political and economic 

viability.  The definition of independence and the criteria for evaluating it are 

central to the choice of a U.S. energy strategy. 

 

If the objective of a long-term energy policy were simply to reduce imports, then 

the strategy . . . would, indeed, be very simple to set forth.  Unfortunately, the 

reduction of imports, if it means the substitution of more expensive domestic 

energy sources, could be very easily be accompanied by much higher domestic 

energy prices, inflation, a drop in real gross national product, supply risks, and a 

number of undesirable effects, such as environmental degradation and depletion 

of reserves.  Rather than reducing imports per se, our objective should be to 

reduce our vulnerability to disruptions of imports[,] for this reason, 

“independence” is better than “self-sufficiency” as a description of our 

objective.
27
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 President Gerald Ford and the subsequent director of the Federal Energy Administration 

(FEA), Frank Zarb, contended with the more precise definition of energy independence as well.  

During the congressional debate on legislation to extend the life of the FEA, Zarb urged the 

president to suggest that Congress pass a joint resolution to support the achievement of national 

energy independence by 1985.  As written by Zarb, the resolution read in part: 

Resolved by the Senate and House of Representatives of the United 

States of America in Congress assembled, That, in recognition of the serious 

nature of the Nation’s continued dependence upon foreign sources of energy, it is 

hereby declared to be the policy of the United States to become independent of 

foreign sources for its basic energy needs by 1985, and to achieve such 

independence by reducing our energy imports to such a level where the economic 

and national security impacts of an embargo can be completely offset by use of 

strategic petroleum reserves and other practical emergency measures.
28

 

 

Zarb presented this suggestion to Ford as a “bare bones” approach, recognizing that if 

Congress acted upon it, the resolution would be embellished significantly.  Zarb also offered Ford 

the option of submitting a more comprehensive resolution that considered energy independence in 

relation to other values, such as public health, environmental issues, and the need to encourage 

competition in all segments of industry.
29

  Zarb mentioned nothing about increasing supply or 

advocating measures for conservation.  The resolution never passed. 

The United States struggled over defining “energy independence” because it lacked then 

– and still lacks – a comprehensive energy policy.  President Carter addressed the difficulty of 

achieving energy independence in his 1977 National Energy Plan: 
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The solution to the problem of vulnerability [to foreign oil supplies] does not lie 

in a crash program of production to achieve energy independence.  There is no 

justification for a massive, reckless development of all U.S. energy resources, 

depletion of critical domestic oil and gas reserves, pollution of the environment, 

draconian conservation measures, and rejection of the substantial economic 

benefits of oil imports, all in the name of energy independence. 

 

An appropriate and far more sensible goal is relative invulnerability [to 

disruptions in the supply of imported oil].
30

 

 

For the purposes of this dissertation, energy independence is defined, by the author, as 

the possession of sufficient domestic energy resources to be free from any foreign or domestic act 

that would influence and/or impact the nation’s domestic and foreign policies, and would be in 

conflict with the nation’s national interests and security.  John Deutch and R. James Woolsey 

(former director of the Central Intelligence Agency), in a more nuanced interpretation of energy 

independence, stress reducing import dependence so that oil does not become a lever that 

exporting countries can use, explicitly or implicitly, to constrain US foreign policy interests.
31

   

Energy independence under Nixon implied that the United States is entirely self-

sufficient for all its energy requirements.  This capability was impossible, and still is – given the 

relationship between government and the private market.  There are no institutional mechanisms 

to bridge the gap between the free market and government that would provide for the cooperation 

needed to build a foundation for energy independence.  Energy security is a more complex and 

subtle term, as it has military and economic components.  Some would argue that that the United 

States has energy security because the nation has the largest, most powerful military in the world 

and if “push comes to shove,” the nation could just go and take what it needs.  It is more 

appropriate to view energy security in economic terms, as well as possessing secure national 
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energy supplies without recourse to military action and/or market dependence on unstable or 

rogue suppliers.  If domestic production and imports from Canada and Mexico were the entirety 

of the nation’s supply, then America would be secure.
32

  Energy independence is an elusive term.  

The more appropriate and useful phrase is energy security or possibly energy self-sufficiency, 

which implies self-sufficient in energy supplies.  However, this latter phrase lacks the import of 

energy security. 

 President Gerald Ford began his presidency at an ominous time.  The energy threat 

remained, so much so that he admitted to a reporter privately and bluntly, “The Saudis have us by 

the balls.”
33

  He said on January 13, 1975, that the country was “in trouble.”  In his State of the 

Union speech two days later, he added, “the state of the Union is not good,” two very provocative 

admissions by the leader of the free world, which he followed with “I’ve got bad news.”  Ford 

boldly predicted that by 1985, ten years from his January 13 address to the nation, the United 

States would “be invulnerable to foreign disruptions or oil embargoes.”
34

   

 Early in his term, March 1, 1977, Carter sent to Congress a proposal to create the 

Department of Energy (DOE) to consolidate the work and functions of more than fifty different 

agencies that divided responsibilities for development and implementation of the nation’s energy 

policy.  As a member of the cabinet, the energy secretary would report and be accountable 

directly to the president.   Carter hoped that this new cabinet-level department would quickly 

enable his administration to institute the comprehensive energy plan that the country had sorely 
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lacked.
35

  The DOE Organization Act, S. 826, was signed into law on August 4, 1977.  The 

president issued Executive Order 12009 providing for the effectuation of the DOE on September 

13, 1977 – a rapid turn-around for Congress, but not an indicator of expedience for of energy 

legislation to come.
36

 

 By July 1979, Carter concluded that to achieve his energy vision, he must abandon the 

DOE when proposing the policy’s keystone, the Energy Security Act, and that he must be 

especially careful to keep the SFC separate from the DOE.  He wanted a separate and distinct 

government entity that would put the nation on the road to energy independence.  At the same 

time, he strongly believed in the government’s ability to solve the country’s energy problems. 

 Three hundred and fifty-two days after the “malaise” speech, President Carter signed into 

law the Energy Security Act – the vehicle by which the country would “conquer” its crisis of 

spirit, “rekindle” unity, gain confidence in the future, and provide a “new sense of purpose.”
37

  

The July 15, 1979, address to the nation had been prompted by domestic policy advisor Stuart 

Eisenstat urgently writing to Carter about the June 1979 domestic energy crisis: 

I do not need to detail for you the political damage we are suffering from all this 

[gas lines, lack of gas].  It is . . . sufficient to say that nothing which has occurred 

in the Administration to date – not the Soviet agreement on the Middle East, not 

the [Bert] Lance matter, not the Panama Canal treaties, not the defeat of several 

major domestic legislative proposals, not the sparring with Kennedy, and not 

even double-digit inflation – have added so much water to our ship.  Nothing else 
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has so frustrated, confused, angered the American people – or so targeted their 

distress at you personally.
38

 

 

Energy was the “centerpiece of his domestic program,” but it still took Carter thirteen days shy of 

a year to get his July 15, 1979 legislation through Congress.
39

  Early in his term, Carter had stated 

to the American people that energy was “the greatest challenge that our country will face during 

our lifetime,” and that the issue would “test the [country’s] character,” as well as the president’s 

and Congress’s ability to lead and govern.
40

  Carter, in one of his addresses to the nation, went so 

far as to claim boldly, “The future of the country we love is at stake.”
41

   

 Carter experienced difficulty in finding people to serve on the SFC’s seven-member 

board of directors.  After some effort, he did nominate a diverse, well-qualified board possessing 

qualifications to lead this new entity.  Unfortunately, Carter was not able to gain Senate 

confirmation for his nominees, and thus had to resort to recess appointments for five of his 

candidates.  This situation was not an auspicious development.  President Reagan declared the 

SFC operational on February 8, 1982, over one-and-one-half years after its enactment. 

 During its brief existence of two thousand days, the SFC had three different chairs and a 

revolving door of board members and senior officers.  It provided financial assistance to only four 

synthetic fuels projects.  The SFC spent a little less than $1 billion, including general and 

administrative expenses. 

 When it did shut its doors in April 1986, the corporation left behind a checkered past and 

a reputation for excessive spending.  Quite possibly, it also tainted any desire of Congress to take 

such an active role in solving the nation’s energy problems.  During the congressional debate on 
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the ESA, speakers referenced and compared the ESA to the congressionally chartered Union 

Pacific Railroad, created in 1862 by “An Act to Aid in the Construction of a Railroad and 

Telegraph Line from the Missouri River to the Pacific Ocean, and to secure to the Government 

the Use of the same for Postal, Military, and Other Purposes.”
42

  By 1980, Congress had forgotten 

the questionable actions that had surrounded the building of the railroad – specifically, financial 

issues that involved Crédit Mobilier of America, the construction arm of the project.
43

  As it had 

with the Union Pacific legislation over a century earlier, Congress carefully deliberated over the 

ESA legislation in an attempt to prevent impropriety.  Unfortunately, just as with construction of 

the railroad, the national lawmaking body did not anticipate what eventually occurred with the 

ESA and the United States Synthetic Fuels Corporation.   

When Ronald Reagan assumed the presidency at the beginning of 1981, the direction of 

the federal government reversed itself 180 degrees.  Reagan’s ideology opposed centralization of 

power in the federal government and control of the energy market.  His position was one of 

decentralization of power and the restoration of a free market in energy.
44

  “The counter 

revolution of the 1970s,” as journalist Robert Kuttner called it, brought back the influence of 

enthusiasts for a pure free-market economy.
45

  The new paradigm held that capitalism had a better 

chance of solving the nation’s ills than did government intervention.   Reagan had captured the 

public’s angst about government’s interference in people’s lives, government spending, 

bureaucracy and waste, high and unfair taxes, government corruption, lack of unity and 
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patriotism, liberalism, and government leadership.
46

   As Reagan pithily stated, “[G]overnment is 

not the solution to our problem – government is the problem.”
47

  He stood for three core 

principles:  smaller government, lower taxes, and stronger national defense.
48

  Michael Boskin, 

chair of the Council of Economic Advisors under President George H. W. Bush, wrote recently, 

“Industrial policy failed in the 1970s. . . . Letting government, rather than marketplace 

competition, pick winners and losers” was a bad idea then as well as today [2012].  The Obama 

administration has advocated for the “biggest outbreak of American industrial policy since 

President Jimmy Carter’s proposed $88 billion [$274 billion in 2012 dollars] synthetic-fuels 

program.”
49

  As a percent of the 1980 federal budget ($531.6 billion), $88 billion represented 

seventeen percen; using the same percentage on the proposed 2013 federal budget of $3.8 trillion, 

yields $646 billion. 

Reagan believed that the oil and gas industry must be allowed to operate free from most 

government interference.  If it were permitted to do so, then Americans would have little reason 

or cause to worry about energy crises and a diminishing supply of fossil fuel resources.
50

  During 

the 1980 election campaign, Reagan advocated scrapping Carter’s entire energy program, 

including abolishing the Department of Energy.
51

  Reagan did not like Carter’s “use less energy” 

approach, which Reagan deemed a negative outlook on the future of America.  Urging less 

federal regulation and more emphasis on private enterprise to solve the nation’s energy crisis, 

Reagan once famously commented, “The Department of Energy has a multi-billion-dollar budget 
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in excess of $10 billion.  It hasn’t produced a quart of oil or a lump of coal, or anything else in the 

line of energy.”
52

 

The road to perdition is paved with good intentions, and both President Carter and 

Congress certainly had admirable goals in creating the United States Synthetic Fuels Corporation.  

Yet the SFC was doomed almost from the beginning.  This dissertation will explore the reasons 

why the SFC failed and search for lessons that can be learned from its story.  Who knows?  In 

another hundred years or so, Congress may try again to charter a mission-specific corporation.  

Perhaps this dissertation can serve as a reminder to those future congressional representatives.  

After all, “hindsight is always better than foresight.” 

There have been hundreds of books written on the United States energy situation.  In the 

exhaustive list, four stand out.  Two are by energy historian Daniel Yergin, The Prize and The 

Quest, another is Richard Vietor’s book, Energy Policy in America Since 1945, and then there is 

the edited volume by Crauford Goodwin, Energy Policy in Perspective: Today’s Problems, 

Yesterday’s Solutions.
53

 

Yergin’s The Prize: The Epic Quest for Oil, Money, and Power was published in 1991 

and was awarded the Pulitzer Prize in General Nonfiction the following year.  This book centered 

on three themes: (1) The rise and development of capitalism and modern business, with oil being 

the world’s biggest and most pervasive business, arose in the last decades of the nineteenth 

century; (2) oil is a commodity intimately intertwined with national strategies, global politics, and 
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power, and; (3) the world has become a hydrocarbon society and man/woman has become 

hydrocarbon man/woman.  Yergin argued that examining the economic, social, political, and 

strategic consequences of the world’s reliance on oil would illuminate the past, allow a better 

understanding of the present, and help anticipate the future. 

The Quest: Energy, Security, and the Remaking of the Modern World, published in 2011, 

is Yergin’s sequel to The Prize.  He focuses on globalization and its impact on the energy 

demand-and-supply situation.  By then, oil had become a truly global business.  The growth in 

world energy demand in future decades will be enormous, he felt, reflecting a more prosperous 

global economy and rising standards for living of billions of people moving out of poverty.  

Security issues surrounding the supply of crude oil will continue to remain a fundamental concern 

for the world’s economies, with the principle focus being on the Middle East, the Persian Gulf, 

and North Africa.  The risks of conflict, crisis, and disruption remain inherent and when things go 

wrong, the consequences are dire, Yergin noted.  Oil will continue to be critical in meeting the 

challenges ahead for a prosperous and growing world.  The quest for oil is as much about the 

human spirit and human creativity as it is about technology. 

Richard Vietor’s book was intended to present the history of the fossil-fuel energy policy 

in the United States since 1945, and to provide a framework for understanding how business and 

government interact.  Vietor is a professor at the Harvard Business School.  He argues that 

government intervention into the energy industry has been the norm rather than the exception, 

and that actions by the federal government fostered the energy conditions that prevailed in the 

1980s and 1990s.  Prior to the early 1970s, most historians did not possess a generic perspective 

on “energy,” as economists were primarily the authors of the literature.  After 1973 and the Arab 

oil embargo, a plethora of studies resulted that varied in quality and purpose.  The sources of 
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continuity in the history of US energy policy were physical depletion, energy economics, and 

ideological conflict.  The sources of change were the interactions of business and government 

which, in turn, shaped the political economy. 

Energy Policy in Perspective is a volume of in-depth essays exploring the nation’s energy 

history and policies from the Truman administration through the Carter administration.  The book 

examines important energy issues.  Proposed solutions to America’s energy crises actually have 

substantial histories and are not anything new under the sun, as many believed.  The paramount 

question since the Truman administration has been how the federal government behemoth 

mobilizes itself to wrestle with the large concerns of energy.  Goodwin’s message is that the topic 

of energy demands serious and continuing national attention and discussion grounded in a better 

understanding of the choices and their implications.  Often, national leaders simply did not 

foresee the full effects of what they were doing.  In some cases, authors/historians do not get their 

energy facts correct.  For example, Laura Kalman, professor of history at the University of 

California, Santa Barbara, covers the period 1974-1980 in her 2010 book Right Star Rising.  She 

writes that Carter’s energy policies, in conjunction with corporate average fuel economy 

standards (CAFE), restored the United States to energy independence by 1982.
54

  This statement 

is simply not true.  During 1982, the United States imported 28.1 percent of its crude oil needs, or 

4,298,000 barrels per day.
55

  Prescient comment did exist as Theodore White opined in his 1982 

book America in Search of Itself, which covered presidential elections from 1956-1980.  Writing 

about the 1956 election and the 1956 Suez Canal crisis, White remarked that America’s effort to 

quash the military efforts of the British and French to take over the Suez Canal had given the 
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Arab world “the opening to choke off the flow of oil and energy on which the new American way 

of life depended.”  This action, or non-action on the part of the US, was the largest lesson history 

would read into the 1956 presidential campaign.
56
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Timeline 

1816 – First company (forerunner of Baltimore Gas & Electric Company) incorporated in the 

United States to produce gas from coal.  After World War II, low-cost natural gas became more 

available as pipelines were built to transport it throughout the nation. 

 
1850s – Oil shale industry begins in Scotland.  Between 1850-1962, over one hundred shale 

mines were in operation.  The Scottish oil shale industry began to decline in the 1930s. 

 

1910-1918 – World War I. 

 

1919 – The high price of gasoline ($3.40 per gallon in 2012 prices) and the absence of large oil 

fields in the United States lead to the first oil shale boom.  

 

1939-1945 – World War II.  Estonia had a modest but relatively sophisticated shale oil industry 

that the Germans used.  The Germans also developed a robust synthetic fuel industry using coal 

to make fuel for the German war machine. 

 

1944 – In the United States, the Synthetic Liquid Fuels Act becomes law, passing the Senate 

unanimously and the House by a wide margin.  This act authorizes the Bureau of Mines to spend 

$30 million on synfuels research. 

 

1950 – SASOL Limited formed in South Africa to make natural gas and liquids from coal.  

 

1954 – Eisenhower administration terminates the federal synfuels program due to pressure from 

the large oil companies.  Two long-range energy developments set in motion: (1) tremendous 

increase to the United States of imported oil, and (2) oil industry diversification into coal, oil 

shale declined. 

 

1970 – Crude oil production peaks in the United States. 

 

1971 – Production of crude oil in the United States begins its inexorable decline, decreasing 1.3 

percent from 1970 volumes.  Crude oil imports begin to increase dramatically. 

 

1973-1974 – Arab oil embargo. 

 

1973 – Project Independence introduced by President Richard Nixon. 

 

1975 – Energy Independence Act of 1975 proposed by President Gerald Ford.  Also in 1975, the 

Energy Independence Authority Act of 1975 transmitted to Congress. 

 

1979 – The Shah of Iran is overthrown in February.  Gasoline crisis in the summer.  Malaise 

address to the nation on July 15.  Energy Security Act proposed. 
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1980 – June 30, 1980 Energy Security Act signed into law.  The United States Synthetic Fuels 

Corporation created. 

September 1980 – John Sawhill nominated for chair of the SFC, with six others, for a 

total of seven.  Executive Order 12242 signed by Carter assigning SFC responsibilities to 

the DOE and DOD until SFC declared operational.  

October 1980 – Following the inability of the Senate to confirm Carter’s board nominees, 

Carter makes recess appointments to the board. 

November 1980 – Ronald Reagan elected president. 

1981 – January – Members of the board submit undated resignations to President Reagan and 

Reagan accepts them at the end of the month.  Jack McAtee assumes acting chair position. 

 April 1981 – Reagan nominates Edward Noble as chair. 

 May 1981 – Reagan nominates four individuals (Robert Monks, Victor Schroeder, Victor 

Thompson, and Howard Wilkins) to the SFC board. After Noble is confirmed and sworn into 

office, McAtee resigns. 

 October 1981 – Other four board nominees sworn in as members of the board. 

 

1982 – February 1982 – Reagan declares the SFC operational and officially open for business via 

Executive Order 12346. 

 May 1982 – Reagan announces the nomination of two additional SFC board members 

(John Carter and Milton Masson). 

 August 1982 – These two new members are sworn into office. 

 

1983 – August 1983, the president and chief operating officer of the SFC, Schroeder, resigns his 

position as an officer, but remains a board member. 

 

1984 – January 1984 – Monks resigns from the board. 

February 1984 – Wilkins and Masson resign from the board. 

April 1984 – Thompson resigns as president of the SFC and as a board member. Reichl 

nominated to the board. 

May 1984 – John Carter resigns from the board. 

October 1984 – Corcoran and MacAvoy nominated for the SFC board. 

November 1984 – Corcoran, MacAvoy, and Reichl receive recess appointments. 

December 1984 – Corcoran, MacAvoy, and Reichl sworn in as board members. 

 

1985 – June 1985 – Corcoran, MacAvoy, and Reichl confirmed by the Senate. 

December 1985 – P.L. 99-190 passed which terminated SFC authority to award new 

financial assistance.  One hundred twenty days left to transfer projects to the Treasury 

and to shut down. 

 

1986 – April 1986 – P.L. 99-272 passed which formally discontinued the SFC.  Offices are 

closed, out of business and swept into the dust bin of history, to be forgotten.  One of the only 

government agencies to cease existence. 
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Chapter 1: The Seventies 

In 1961, President John F. Kennedy called for “landing a man on the moon and returning 

him safely to the earth” before the end of the decade.
1
  Near the close of the sixties, in July 1969, 

that challenge became a reality.  British correspondent Robert Hargreaves aptly observed, “Never 

was a nation more confident in its power, more certain of its destiny,” and yet noted that the era 

of possibilities soon became the age of doubt.
2
     

Even though it was mid-1969, the era of the sixties could be considered to have ended, 

and the angst-ridden seventies to have commenced, with Apollo 11’s safe return to earth.  This 

event represented the culmination of the country’s belief in the limitless potential of its societies 

and government – and indeed in itself – to confront and solve the challenges facing the United 

States.  American University Professor Howard McCurdy described the national confidence 

surrounding the moon landing and safe return as, “If we can do this, we can do anything.”
3
  

Unfortunately, such a situation produced impossible hopes and dreams.
4
  

However, an ominous foreboding of unhappy events to come occurred while the space 

mission was on the moon.  On July 19, 1969, Mary Jo Kopechne, a twenty-eight-year-old 

passenger in a car driven by Sen. Edward Kennedy (D-MA), drowned when the senator’s car 

plunged into a pond on Chappaquiddick Island near Martha’s Vineyard.  He delayed reporting the 

fatal accident to the police for almost ten hours.
5
  Fortunately for Kennedy, newspaper and 
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television headlines were preoccupied, overwhelmed with the Apollo 11 moon landing and 

subsequent reports of the first man walking on the moon.  Nevertheless, time marches onward.  

The seventies had commenced, with Kennedy’s presidential dreams shattered, at least 

temporarily.
6
 

Much of the late 1950s and the 1960s prior to 1968 were characterized by overriding 

optimism about the future.
7
  The United States was in the midst of a prolonged economic boom, 

spurred in part by low energy prices and technological innovation.  During the sixties, economists 

thought all that was left for them to do was to “fine-tune” the economy.  This era of growth was 

expected to continue unhindered for decades to come, and resource constraints and the concept of 

limits to growth were not considered to be issues of great importance.  During the Vietnam War, 

previous assumptions about the environment, technology, economic growth, and energy 

development began to be reexamined by the American public, its leaders, and its institutions.
8
 

Various labels have been applied to the 1970s, but the most appropriate is the “Malaise 

Decade,” in which there was an abundance of “deception, doubt, and despair.”
9
  Historian Judith 

Stein commented that it was “the only decade other than the 1930s wherein Americans ended up 

poorer than they began.”
10

  This era had the deepest recession since World War II, rising oil 
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prices, high employment, and inflation.
11

  In his 1976 book, The Poverty of Power, Barry 

Commoner wrote that the United States confronted three crises: (1) environmental survival 

(consider the Three Mile Island nuclear power plant in Pennsylvania), (2) energy shortages, and 

(3) economic decline.
12

  Commoner argued that these three were interrelated, and thus a solution 

to one caused problems in the others.  But, he wrote, solving the energy crisis offered the hope of 

“leading” the nation “out of the labyrinth of [the] interwoven crises.”
13

  To Commoner, “The 

energy crisis [in the 1970s] illuminates the world’s most dangerous political issues.”
14

  

Additionally, it resulted in “a bitter confrontation between Congress and the President” that led to 

a poverty of power.
15

 

Historian Peter Carroll called his book about the decade It Seemed Like Nothing 

Happened.
16

  In contrast, Edward Berkowitz titled his book Something Happened.
17

  Bruce 

Schulman, author of The Seventies, called the decade “the most significant watershed of modern 

U.S. history, the beginning of our own time,” as a great shift in American culture, society, and 

politics occurred.
18

  Historian Charles L. Ponce de Leon writes in the March 2012 issue of 

Reviews in American History that Schulman’s book was “cheekily revisionist,” but nevertheless 

ignited, for the 1970s, renewed interest in what was once thought of as “the backwash of the 

tumultuous 1960s.
19

  Mark Fiege, historian, has written provocatively that, “After 1970, the 

nation entered a period of environmental, economic, and political turmoil that extended into the 
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twenty-first century.”  Although no single cause attributed to this chaos, he argues that much of it 

resulted from the fact that the United States consumed more petroleum than it could supply from 

reserves within its territory.
20

   

David Frum agreed that the decade brought “the most total social transformation” or 

“social convulsion” to the nation “since the coming of industrialism,” caused by Vietnam, 

desegregation, technology, and inflation/stagflation.
21

  Beth Bailey and David Farber argued that 

this period may have been the nation’s “strangest decade.”  It was the age of limits – gas lines – 

while at the same time the age of excess – pet rocks and “earth-tone polyester, as well as overtly 

sexual music.”  The decade gave the public the iconic yellow smiley face in the midst of 

stagflation and “malaise.”
22

  Tom Wolfe labeled it “The ‘Me’ Decade,” due to the emphasis on 

individual well-being, as opposed to the issues of social and political justice that had prevailed 

during the sixties.
23

  Sociologist Robert Bellah observed that Americans were “endangered” by an 

excess of “expressive individualism,” which in turn placed emphasis on self-expression to the 

detriment of the concerns and responsibilities toward the community.
24

 

An appropriate metaphor for the decade of the seventies displaying its silliness occurred 

on September 23, 1973, in Houston, Texas, at the Eighth Wonder of the World – the Astrodome.  

That Thursday evening, a grand diversion took place, and shifted the nation’s focus away from 

Watergate, the disillusionment of Vietnam, and the impending resignation of Vice President Spiro 
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Agnew.  In front of 31,000 fans, with a national television audience of 40 million (90 million 

worldwide) at the Battle of the Sexes, Billie Jean King destroyed Bobby “the male chauvinist 

pig” Riggs in a tennis match by 6-4, 6-3, 6-3.  As a reporter for the Houston Post penned, “It 

could have only happened in America.”  Waiters in black tie served Henry Mancini, Desi Arnez, 

Jr., Glenn Campbell, Andy Williams, Claudine Longet, and Robert Stack, among many other 

Hollywood stars.  Howard Cosell was master of ceremonies.  Courtside seats sold for a face value 

of $100 – much more from scalpers.  It was Macy’s Thanksgiving Day Parade and Hollywood 

combined – show business at its apex, the place to see and be seen.  By trouncing the huckster 

hustler who had beaten Margaret Court on Mother’s Day, Billie Jean won $100,000.  King had 

accomplished more for women and women’s sports than had been accomplished to date, all in a 

circus-like atmosphere.
25

  It was a welcome respite from the country’s woes. 

During the summer of 1972, “a strange year for the American political system,” the 

stupidity and farce of the 1970s became evident in the presidential election and the Democratic 

Party.  George McGovern had been selected by Democrats at their national convention to be the 

standard bearer.  He “mourned” the American society’s “loss of faith” and trust in government, 

and he championed its restoration.  A survey by Harris highlighted people’s “sharply declining 

confidence in the leadership” of the nation’s institutions.  In a rush to make a decision on his 

running mate, McGovern selected the hard-charging and respected Senator from Missouri, 

Thomas Eagleton.  Immediately following the convention, questions arose about Eagleton’s 

alleged drinking problems, past medical hospitalizations for depression, and electroshock 

treatments to cure the depression.  McGovern was forced to state publicly and forcefully that “I’m 

a thousand percent behind Tom Eagleton.”  After an eighteen-day onslaught by the press and 
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McGovern’s supporters, Eagleton withdrew his name as the vice presidential candidate, providing 

a disaster for the Democratic Party.  The possibility of restoring trust and confidence to the 

country was lost.  Subsequently, Robert Sargent Shriver, Jr. became McGovern’s running mate.
26

  

Nixon won in a landslide with 61 percent of the popular vote to McGovern’s 36 percent.  The 

Eagleton case had an historic impact on the politics of 1972 and beyond – the selection of a 

running mate entailed a more thorough and in depth review process.
27

 

In preparation for the 1972 presidential election, the Washington Post prepared a series of 

reports on the mood of the country.  Indicative of the decade of the seventies, the individual voter 

felt helpless that government could not solve the problems of high taxes, rising prices, 

unemployment, crime, inadequate schools, and transportation.  These issues, cutting across 

virtually every segment of the electorate, reflected a society that was out-of-control, generating 

mounting frustration.   The voters rated the economy as the number one problem, with the 

Vietnam War being second.  There was little faith that government could solve the problems and 

the nation’s institutions were not viewed as responding adequately, if at all.
28

 

Christopher Lasch, more than a quarter century after Henry Luce had proclaimed “the 

American Century,” reported that the confidence of the American people [in the 1970s] had fallen 

“to a low ebb,” marked by narcissism and diminishing expectations.
29

  People despaired over the 

loss of faith in their leaders [Watergate], a stagnating economy, and the “impending exhaustion of 
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natural resources.”
30

  Worse still, society had apparently “used up its store of constructive ideas,” 

as well as the “capacity” and “will to confront the difficulties” threatening to overwhelm the 

populace, all of which rendered the United States unable to provide solutions to the vexing 

problems facing its society.
31

  Recently, Jeff Madrick, visiting professor at The Cooper Union and 

former economic columnist for the New York Times as well as author of The Case for Big 

Government, commented that in the 1970s the country experienced both very high inflation and 

very high employment simultaneously, causing most people to lose confidence in the 

government’s ability to manage the economy.
32

   

Three themes dominate the seventies: distrust of government, the plague of energy prices 

and shortages, and inflation/economic stagnation.  The seeds of suspicion about government were 

planted during the presidency of Lyndon Johnson and blossomed during the presidency of 

Richard Nixon.  The plague and stagnation began with financing of the Vietnam War and 

intensified with the 1973-74 Arab oil embargo. 

Over the decade, one of the most dramatic price increases occurred in the cost of a barrel 

of domestic crude oil, which was $3.18 in 1970 and $21.59 in 1980 – a whopping 579 percent 

increase.
33

  Meanwhile, domestic production of crude oil declined 11 percent, from 3.5 billion 

barrels in 1970 to 3.1 billion barrels in 1980.  Imported crude oil as a percentage of domestic 

supply rose from 23.2 percent in 1970 (1.2 billion barrels imported) to 40.1 percent in 1980 (2.5 

billion barrels imported), reflecting a 73 percent increase overall.
34

  Domestic daily consumption 

of crude oil amounted to 14,607,000 barrels in 1970, rising by 16 percent to 17,056,000 barrels in 
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1980.
35

  The per-gallon price of leaded regular gasoline rose 231 percent, from $.36 in 1970 to 

$1.19 in 1980.
36

 

Energy and inflation were the predominant economic issues facing the nation during the 

1970s, and they were intertwined.  Exploding energy prices caused dramatic inflation, while 

rising inflation contributed to soaring energy prices.  Stagflation became the economic moniker – 

stagnant economy, hyperinflation, and high unemployment. Because many Americans distrusted 

their government, it was virtually impossible for that government to address these interconnected 

issues in an effective and timely manner. 

The generally agreed upon consensus is that the energy crisis began in the fall of 1973.  

There is certainly a good argument for this, but a closer look reveals otherwise.  During 1972, 

warnings about the energy shortage were the staple of advertising.  Philip Dougherty of the New 

York Times wrote that no public issue since World War II had generated such a deluge of 

advertising as the energy crisis.  Mobil Oil Corporation put forth a significant effort with one-

quarter-page ads every Thursday on the Op-ed Page of the New York Times.  Conoco made a 

major and possibly successful effort with full-page ads in newspapers and consumer and trade 

magazines, blanketing the nation, with the bold and large type heading: Energy & America.  The 

copy of the ad excerpted sections of the speech “The United States Energy Outlook: Its 

Implications for National Security” given by chief executive officer John McLean before the 

World Affairs Council, in Pittsburgh, Pennsylvania on September 21, 1972.  More than 70,000 

copies of the full text of this address were requested, Walter Cronkite displayed the ad on his 
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evening news show, all levels of government requested copies as well, and the Associated Press 

devoted news columns to it.
37

 

McLean pointed out that in September 1972, the United States was obtaining about 26 

percent of its crude oil needs and 12 percent of its energy requirements from foreign sources.  He 

projected that by 1985 the nation would be importing 10-to-15 million barrels per day – 40-to-55 

percent of the country’s crude oil and 23-to-32 percent of total energy from abroad.  Such 

dependence upon a small number of distant foreign nations for a vital portion of the energy 

supplies of the United States would be a new and dangerous fact of life not previously faced by 

the nation.  His solution:  Let the private sector discover and develop the country’s natural 

resources, including synthetic fuels, while the federal government develops a comprehensive 

national energy policy that establishes priorities and guidelines to eliminate delays, conflicts, and 

confusion that prevailed within the federal bureaucracy.
38

 

The United States had a foreboding of the havoc that energy shortages would create in 

early January 1973, when bitter cold and crippling storms swept the Midwest and fuel distribution 

problems paralyzed parts of the Northeast.  The Washington Post reported that the severe cold 

weather triggered one of the worst fuel shortages to strike any region of the country in the last 

twenty years – natural gas, propane, and heating oil were in short supply in six states of the 

Midwest.  The scarcity of these heat sources forced the closure of many factories, schools, 

churches, and civic buildings.  The public schools of Denver, Colorado, faced an almost complete 

shutdown – all high schools and secondary schools closed, and only five elementary schools 

opened after an emergency delivery of heating oil.  The bitter cold drove demand beyond natural-
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gas-pipeline capability, while the heating oil shortage resulted from refineries placing too much 

emphasis on gasoline production.
39

  With this extreme cold, Gene Smith of the New York Times 

reported that Mississippi, Louisiana, and Arkansas experienced pervasive plant closures, putting 

more than 40,000 workers temporarily out of work.  In the Minneapolis-St.Paul area, fuel 

shortages actually began in December 1972, where four schools came within one day of running 

out of heating oil, but were kept open by a 20,000-gallon emergency supply.
40

 

In the Northeast, three major airlines – American, Trans World (TWA), and Allegheny – 

suffered flight-schedule disruptions from a shortage of aviation fuel.  Such scarcity, along with 

the lack of adequate fuel in the Midwest, indirectly raised a major issue of national energy policy:  

Should US oil companies be permitted to increase their imports of completely refined oil 

products?
41

 

The January 1973 fuel shortage impacted even the city of Austin, Texas and the 

University of Texas. On Tuesday, January 9, 1973, the university was forced to close due to bitter 

cold weather and a shortage of fuel – buildings could not be heated.  The Wall Street Journal 

highlighted the ironic fact that the university was “one of the biggest owners of oil and gas 

properties in the nation.”
42

  This closure delayed the start of the spring semester by a week.  The 

late beginning left in question whether students would get their traditional spring break.  The 

students were not happy campers.  They returned to euphoria when president Stephen Spurr 

announced that indeed there would be a spring break, with the same number of days, from April 9 

to 14, a week later than previously scheduled.  There were no changes in “dead days” before final 
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exams or graduation dates.  The students had fewer classroom days in the spring 1973 semester 

and even those were reduced an additional day with the official closing of the university on 

January 25, 1973, for the funeral of former President Lyndon Johnson.
43

  Surprisingly, the 

overriding issue for the students was not to have the new dates preclude them from voting in the 

April 1973 city council election.  College students exhibited excitement about local politics 

following the election of Jeff Friedman to the city council in 1971, fresh out of the University of 

Texas Law School.  In 1975, he became Austin’s “hippie mayor.”  The shortage of natural gas 

impacted Austin, but not the university, into late January, when the city was placed on a 100-

percent curtailment.
44

  Interestingly, during the summer of 1973, the Shah of Iran warned Nixon 

and Secretary of State Henry Kissinger “the normal trend will be that oil will rise in price until 

shale or gasification of coal becomes profitable.”
45

 

Following President Nixon’s order to end oil import quotas in April 1973, demand surged 

ahead of domestic oil production during the summer of 1973.  Consequently, gas lines appeared 

throughout the country.  The government reported that over 1,000 filling stations had closed 

during the first half of 1973 due to a lack of gasoline.  Many more establishments had instituted 

rationing in order to regulate the amount that motorists could purchase.
46

  In New York City, 

gasoline began to be rationed to drivers on May 10, the first time since World War II.
47
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By fall 1973, with the nation’s short attention span making people forget the 

inconveniences from earlier in the year, the price of gasoline (and even energy as a whole) did not 

generate much public concern for most Americans.  Gas was consistently inexpensive and readily 

available, with filling stations located at nearly every intersection.  Such a lackadaisical attitude 

changed abruptly on October 17, 1973, when the Organization of Petroleum Exporting Countries 

(OPEC), led by the Arab states, announced a selective embargo on all oil destined for the United 

States and Western industrialized nations, along with a 70-percent increase in the reference price 

for crude oil.  The situation intensified, culminating in a complete suspension of oil shipments to 

the United States.
48

  At the OPEC meeting announcing the embargo and price increase, one 

delegate reported that higher crude oil prices benefited US interests because they would motivate 

that country to “find new energy sources more quickly.”
49

  In early November 1973, President 

Richard Nixon announced “Project Independence 1980,” which he described as a “series of plans 

and goals set to insure that by the end of this decade, Americans will not have to rely on any 

source of energy beyond our own.”
50

  The Federal Energy Office and its administrator, John 

Sawhill, directed Project Independence.  Sawhill, in the planning stage, altered Nixon’s publicly 

announced goal to that of increasing domestic energy supplies and reducing energy demand so as 

to protect the economy against energy supply cut-offs and arbitrary price increases.
51

     

In an instant, the American public was confronted with learning to live with less.  For the 

month of November 1973, the stock market, as measured by the Dow Jones Industrial Average, 
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fell more than one hundred and thirty-four points (14 percent), the worst plunge since 1929.  

President Nixon asked for a nationwide speed limit of 50 miles-per-hour for cars and 55 for 

trucks and buses.  With a mandated reduction of heating oil, thermostats in homes would be 

reduced, day and night, to an average of 68º, and 64º in offices, stores, and factory buildings.  

Mustang Ranch outside of Reno, the only licensed brothel in Nevada, reduced reception-room 

thermostats to 68º from 75º and had its girls wear pantsuits and gowns instead of bikinis.  A 

school superintendent from Massachusetts put the nation’s feelings in the context of Watergate:  

“The energy crisis is like Watergate.  We know something is wrong but we don’t know quite 

what it is.”
52

  In the Nixon administration, there existed apostles of free-market principles who 

favored curbing gasoline consumption by hiking the price at the pump through taxes rather than 

mandatory rationing.  

John Jimison, researcher at the Congressional Research Service of the Library of 

Congress, labeled, in 1980, the Arab oil embargo as “the great watershed event” of the 1970s.  

Historian Tyler Priest of the University of Houston concurs, writing in June 2012, “Historians 

agree that the October 1973 embargo of oil to the United States by Arab members of the 

Organization of Petroleum Exporting Countries was a watershed event in U.S. history.”
53

  

Nicholas Lemann, who referred to the OPEC embargo as the “epochal event of the 

seventies,” argues that this oil cut-off proved to be the “pivotal moment at which the mass 

upward economic mobility of American society ended, perhaps forever.”
54

  For several 

generations, upward mobility had been the defining characteristic of the nation’s culture, but the 
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embargo “ushered in a long period of inflation” and economic stagnation.
55

  Historian Robert M. 

Collins has written that the 1973-74 oil embargo, in conjunction with OPEC’s 400-percent 

increase in the price of oil, “threw” the American motorist into a “tizzy” and the country’s 

economy “into a tailspin,” causing a “vicious downward economic spiral.”
56

  The many problems 

and inconveniences caused by the embargo caused American citizens to lose confidence in their 

leaders, regardless of party affiliation, and in the elected officials who were driving the nation.  

The public equated the energy policy failure with other national failures such as Vietnam and 

Watergate.
57

   

Barry Commoner observed that with the “enormous importance of petroleum in the U.S. 

economy, an ensured supply of oil ought to be among the highest of national priorities.”
58

  

Ensuing debates and discussions between the president and Congress were “largely fruitless,” 

seriously hampered by a shortage of facts – specifically, how much oil the nation possessed or 

required.
59

   

There had been some red flags.  The Texas Railroad Commission (TRC), a state 

regulatory body controlling oil and gas production, set allowable oil well production at 100 

percent of maximum rate in April 1972, for the first time since 1948.  In comparison, the previous 

month’s rate had been 86 percent.
60

  This production rate has remained at 100 percent ever since.  

Byron Tunnell, TRC head, warned in a particularly prescient June 1972 statement, “America is 

facing an energy shortage that is going to become more severe, one so severe our very national 
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security may be endangered.”
61

  At a March 1973 TRC hearing in Abilene, Texas, the warnings 

continued.  One oil industry executive reported, “The Nation must have domestic energy if it is to 

maintain a strong economy, continue to reduce poverty and provide for the national security.”
62

  

Another gave fair warning that the United States had developed an “Achilles heel with respect to 

energy supplies,” and projected that by 1985 the country would depend mostly on Saudi Arabia 

and Iran for about 52 percent of its crude oil and 24 percent of its total energy requirements – 

double the 1970 levels.
63

 

Years earlier, the United States had an opportunity to preview the effects of an energy 

shutoff when 80,000 square miles of the Northeast experienced a blackout on November 9, 1965, 

leaving thirty million people in the dark.  No riots or widespread looting occurred.  New Yorkers 

helped one another until power was restored after almost fourteen hours.
64

  The event was 

encapsulated in the 1968 Hollywood comedy Where Were You When the Lights Went Out?, 

starring Doris Day, Robert Morse, Terry Thomas, and Patrick O’Neal.  Yet a 1977 power outage 

was not quite as humorous.  When New York City experienced another blackout on July 13 of 

that year, peace and harmony did not prevail.  Instead, citywide looting and disorder, including 

arson, were rampant.  A subsequent congressional study estimated the cost of damages at over 

$300 million.  A Ford Foundation research analysis, Blackout Looting! by Robert Curvin and 

Bruce Porter, stated that 1,616 businesses lost between $135 million and $150 million through 
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theft and other property damage.
65

  The city government’s own costs were estimated at $12 

million, while the electric utility Con Edison lost $5.5 million in revenue.
66

  Never in history had 

all five boroughs of New York City been simultaneously involved in civil disorder.
67

  Curvin and 

Porter concluded that the primary cause of violence was the “serious national economic decline 

that [had] created exceedingly high levels of unemployment and high costs for food and other 

necessary goods,” which had resulted in “substantially” worsened living standards.
68

  

Following President Lyndon Johnson’s Vietnam “credibility gap,” people in the United 

States began to question the honesty and transparency of their government and elected 

representatives.
69

  Author Robert A. Caro writes, “The loss of trust in the presidency, of belief in 

what the President [Johnson] was saying, escalated under Richard Nixon . . . , but it began under 

Johnson.”
70

  Nixon’s approval of the secret bombing of Cambodia was only the tip of the iceberg 

in his lack of full disclosure.  During the 1972 presidential campaign, operatives of the 

Committee to Re-Elect the President (CREEP) broke into the Democratic National Party 

headquarters in Washington’s Watergate building and bugged it with listening devices.  This 

initial act culminated in Nixon’s resignation two years later after the Watergate scandal unfolded, 

which only deepened the nation’s suspicions about government and political leaders. 
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Two films of the period reflected this wariness of government and told the public that it 

was not merely okay to distrust government, it was actually well advised.
71

  The Parallax View 

(1974), starring Warren Beatty, focuses on an obscure Parallax Corporation, whose mission is 

political assassination. Three Days of the Condor (1975) presents actor Robert Redford as a CIA 

employee who inadvertently uncovers a renegade CIA plot to take over the oilfields in the Middle 

East to protect the United States from impending oil shortages. 

Government doubt intensified following Nixon’s resignation in August 1974, when 

President Gerald Ford pardoned Nixon the following month.  Public outrage over the pardon was 

one of the factors that cost Ford the 1976 election.  In hindsight, Ford made an incredibly 

courageous decision, but paid a steep price for it.  Ford candidly stated in his 1975 State of the 

Union Address that the “state of the Union is not good.”  Millions of Americans were out-of-

work, and inflation and severe energy difficulties loomed over the country.
72

  The Washington 

Post reported in March 1984 that more than a fourth of all citizens lived in poverty at one time or 

another during the 1970s.
73

 

At the beginning of the seventies, the US population was 203,302,000, and by 1980 it had 

increased 11.4 percent to 226,542,000, the smallest percentage gain since the 1930s.
74

  Inflation 

in 1970 was at 5.7 percent, jumping to 13.5 percent in 1980, reflecting a 136.8 percent rise.  

Unemployment over the course of the ten-year period rose 44 percent, from 5.0 percent to 7.2 

percent.  The resulting Misery Index (unemployment rate combined with inflation) increased 92 
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percent, from 10.8 to 20.8 percent.  Meanwhile, the Consumer Price Index (CPI) rose 87.1 

percent during the decade, yielding an inflation rate of 102.9 percent.
75

 

As a measure of the nation’s anemic economic health, the Dow Jones Industrial Average 

(DJIA) began the decade at 800.36.  The high of 1051.70 was reached on January 11, 1973, and 

the DJIA did not close above 1000 again until January 6, 1981.  At the end of this ten-year span, 

the DJIA had increased only 5 percent, to 838.74.  The prime rate – the interest rate banks loaned 

money to their most creditworthy customers – registered 8.5 percent in January 1970 and rose to 

15.25 percent in December 1979, representing a 79-percent increase.
76

  This bank rate reached 

21.5 percent, still an all-time high, on December 19, 1980.   Mortgage rates for a thirty-year 

fixed-rate product increased 48 percent, from 7.6 percent in 1970 to 11.2 percent by the end of 

1979.
77

  The nation suffered from a case of serious economic blues.  

During a 1977 World Series game at Yankee Stadium, ABC sports announcer Howard 

Cosell uttered a now-familiar phrase that summed up New York at that time.  While looking at 

his monitor showing an aerial view of a raging fire being broadcast to the nation, he said, “There 

it is, ladies and gentlemen, the Bronx is burning.”
78

  New Yorkers had a preview of the chaos 

during the September 1977 U.S. Open tennis tournament held for the last time at the West Side 

Tennis Club in Forest Hills, Queens.  During a third round match between John McEnroe and 

Eddie Dibbs, thirty-three year-old Manhattan spectator James Reilly was shot in the leg by a 

bullet fired from a nearby building.  With the recent July 1977 blackout, the associated looting, as 

well as the terror inflicted on the city by the Son of Sam killer still fresh in the minds of all, the 

two players quickly exited the court.  Play was suspended for six minutes.  Most of the 6,943 
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spectators were unaware that anything other than some kind of minor disturbance had occurred.  

As tennis commentator Bud Collins aptly said, “It has been a crazy summer in New York.”  The 

stray bullet was just one of several “bizarre” events that defined the Open of 1977: Transgender 

issues; mutinous fans, disgusting breaches of etiquette; and, an unusually strung tennis racquet, 

referred to as the “spaghetti” racquet.  Michael Steinberger of the New York Times Magazine 

describes the 1977 tennis tournament as “the wildest Open ever played.”
79

 

Prior to and during the 1977 blackout, New York had been experiencing severe financial 

difficulties, with bankruptcy looming on the horizon.  This crisis resulted in one of the most 

famous headlines in the history of the city (see Figure 1.1.).  Ford’s response to New York City, 

as well public disdain for Washington insiders following Watergate, and exacerbated by Ford’s 

pardon of Nixon, contributed to Ford’s defeat and Carter’s win in the 1976 presidential election.   

 

Figure 1.1.  New York Daily News, October 30, 1975   

Not only did the city of New York undergo serious financial tribulations during the 

seventies, but a major icon of American business also bore the brunt of economic dislocations 
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caused by inflation and high energy prices.  Foreshadowing the events of 2008-2009, Chrysler 

Corporation ran out of money in late 1979, spurring the Carter administration to provide loan 

guarantees to the company of up to $1.5 billion.  Carter signed the Chrysler Corporation Loan 

Guarantee Act into law on January 7, 1980, thus saving Chrysler in the nick of time, along with 

thousands of jobs.
80

  

The nation’s vulnerability to energy and more bad luck for Carter occurred on March 28, 

1979, when the “United States experienced the worst accident in the history of commercial 

nuclear power generation” at the Three Mile Island (TMI) Unit 2 nuclear power plant near 

Middletown, Pennsylvania.
81

  Fortunately, there was neither loss of life nor any injuries.  The 

perception of nuclear power as a safe energy source, however, had been altered for decades to 

come.  TMI occurred prior to disasters at nuclear plants in Chernobyl, Ukraine (1986), and 

Fukushima Prefecture, Japan (2011).  Both of these events have been classified at the highest 

level of seven – major accident – on the International Nuclear and Radiological Event Scale, 

while TMI is considered a level five, or accident with wider consequences.
82

 

Without explanation or notification, Carter had cancelled an earlier speech planned 

immediately following July 4, 1979.  He and his senior staff, along with select invited guests, 

retreated to Camp David for an intense ten days of self-analysis.  He came down from the 

mountain on Sunday, July 15, for the televised speech.  In this address titled “Energy and 

National Goals,” Carter outlined for Americans what he labeled a “national crisis of self-

confidence” and stated that to regain this, the nation must address its energy crisis head-on.  New 
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York Times reporter, Hedrick Smith, called the speech “part sermon, part program, part warning.”  

Pundits quickly named it the Malaise Address.  Carter began his thirty-three-minute talk at 10 

p.m. EDT from the Oval Office.  The president, while speaking before an audience of 65 million 

– the largest he had ever reached during his presidency – was determined and emphatic, 

frequently gesturing with a clenched fist to make his point.
83

  After President Carter’s “Crisis of 

Confidence” speech of July 15, 1979, the appropriate designation for the seventies might have 

been “The Decade of Malaise.”   

The domestic economy suffered relentless damage from two energy crises, while the 

nation’s foreign policy experienced significant decline in prestige along with diminution of its 

ability to act independently.  By decade’s end, Americans became convinced that the military 

capability of the Soviet Union had surpassed that of the United States.  The image of an 

omnipotent US superpower was tarnished.  Justification for this attitude was bolstered by the 

November 4, 1979, seizure of US citizens and the US Embassy in Tehran by Iranian students.  

The capture of Americans presaged Carter’s 1980 election defeat.  The hostages were 

intentionally not released until moments after President Ronald Reagan took the oath of office on 

January 20, 1981. 

An interesting cultural sidebar is that both the 1973 and 1979 energy crises entered 

mainstream culture in several different ways.  Singer and songwriter Dickie Goodman brought 

out two comic recordings:  Energy Crisis ’74 and Energy Crisis ’79.  The words in each reflected 

the times, with specific references to prominent individuals of the year in question.  Two separate 

board-game designers came up with family games (see Figures 1.2 and 1.3).  The 1973 crisis 

produced Energy Crisis Game by Itemation, encouraging players to “Buy . . . Trade and Plan with 
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Crucial Energy Resources” and to “get involved in the challenge of planning [the] nation’s energy 

reserves.”  The game was described as “an instructive introduction to the complexities of energy 

management.”
84

  A 1979 product from Macmillan Game Company was Gas Crisis, billed as 

“Exciting, Entertaining, and Educational,” as well as a game with a message.  It was touted as the 

“#1 game of the 1980s!!”  The instruction booklet accompanying the game stated: 

Thank you for your interest in GAS CRISIS, an extremely topical and timely 

game as we enter the 1980s.  The prudent use of our natural resources is a 

concern to all of us that certainly should not be brushed aside lightly. . . . 

[Gasoline is a limited commodity.]  Alternate energy sources must eventually be 

found before everybody, as in GAS CRISIS, runs out of gas.
85

 

 

 

 

 

Figure 1.2.  Energy Crisis, 1973 board game 

 

 

Figure 1.3.  Gas Crisis, 1979 board game 
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The feeling of US impotence was compounded when 50,000 heavily armed Soviet troops 

invaded Afghanistan in late December 1979.  President Carter was particularly concerned that 

this incursion was “a steppingstone to possible control over much of the world’s oil supplies” and 

could thus constitute a clear and present danger to the United States.
86

  The president proclaimed 

the Carter Doctrine in his January 23, 1980, State of the Union Address to a joint session of 

Congress: 

Let our position be absolutely clear:  An attempt by any outside force to gain 

control of the Persian Gulf Region will be regarded as an assault on the vital 

interests of the United States of America, and such an assault will be repelled by 

any means necessary, including military force.
87

   

 

Unfortunately for the American people, more proof of the nation’s international decline 

during the 1970s was forthcoming.  In the darkness at a remote desert location in Iran on April 

25, 1980, an aborted American hostage-rescue effort followed an aircraft collision, resulting in 

loss of lives.  This all-service effort failed for lack of adequate equipment, planning, and 

intelligence, making the United States appear inept.  The 1980s thus began with rising tensions in 

the Middle East and the threat of a more militant Soviet Union.
88

 

In fact, President Carter had aggressively confronted the twin issues of inflation and 

energy.  He nominated Paul Volker to be chair of the Board of Governors of the Federal Reserve 

System in late July 1979.  Volker acknowledged the country’s difficulties at his August 1979 

swearing-in ceremony, saying that the United States faces “economic difficulties really unique in 

our experience.  And, we’ve lost that euphoria that we had 15 years ago, that we knew all the 

answers to managing the economy.”  Referring to Carter, Volker thanked the president for his 
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forthrightness in addressing and prioritizing the problems of inflation and energy.
89

  Volker 

almost immediately began to raise interest rates to levels that had not been seen before – or since 

– resulting in the demise of inflation.
90

  

Energy hounded Carter from his very first day in office and stayed with him throughout 

his term.  Walter Rosenbaum writes, “The Carter administration began with a natural gas crisis 

and ended with the Iranian hostage crisis. . . . From start to finish, energy issues crowded 

[Carter’s] agenda.”
91

   He tried many times to alert the country about its energy issues.  Nothing 

stuck with the citizens.  For a few months, people would conserve while voicing displeasure, but 

once prices had declined to their previous low levels, the public returned to narcissistic concerns.  

The American populace never really believed Carter’s warning on impending energy shortages, 

prompting the following cartoon (Figure 1.4): 
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Figure 1.4.  Cartoon by Fred Fisher (author’s collection) 

 

The energy crisis during his administration did, however, result in several major pieces of 

legislation.  Congress passed the Department of Energy, the National Energy Plan, the windfall 

profits tax, and the Energy Security Act of 1980 (ESA), to name four.  The concept of the federal 

entity known as the United States Synthetic Fuels Corporation (SFC), created by the ESA, 
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originated in a suggestion from President Ford’s vice president, Nelson Rockefeller, in mid-1975 

to spur development of synthetic fuels.
92

  

The corporation was unique in the annals of Congressional legislation:  (1) limited life of 

twelve years, (2) restricted to three hundred full-time professional positions, (3) general and 

administrative expenses not to exceed $35 million annually, with an inflation factor, (4) governed 

by a seven-member board of directors with staggered terms, the longest being seven years, (5) 

authority, subject to presidential approval, to pay employees at private market rates – to attract 

the most qualified individuals to the task at hand, (6) board nominated by the president, 

confirmed by the Senate, with removal only for neglect of duty or malfeasance in office, (7) all 

obligations backed by the full faith and credit of the United States, and (8) synthetic-fuel 

production goals mandated by statute. 

The country had been involved with synthetic fuels for many years.  In the twentieth 

century, attention to the subject arose early in 1918 during World War I.  At the time, there was a 

concern that the United States might possibly be facing a gasoline “famine,” as Guy Elliott 

Mitchell of the United States Geological Survey reported in National Geographic Magazine 

(Figures 1.5 and 1.6).
93

  The country’s petroleum fields were showing signs of depletion, leading 

many to suggest that the downward trend in production foreboded impending shortages of fuel, as 

domestic production of oil had begun to trail domestic consumption.
94

  Mitchell described one of 

the greatest mineral resources in the United States, one that would supply the needs of war and 
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peace and enable the country to maintain its supremacy over the rest of the world as a producer of 

crude oil.  This resource was the “mountain ranges of rock [oil shale] that will yield billions of 

barrels of oil.”  With oil shale, the country could rest assured of a supply of gasoline “for many 

generations to come,” he wrote.
95

  No commercial oil shale operations then existed in the country.  

Oil had been commercially recovered from shale in Scotland, Estonia, and Brazil, but only in 

small operations.
96

  The United States Bureau of Mines, beginning about 1916, had been 

conducting small-scale studies on the characteristics of oil shale and shale oil.  Mitchell’s 

National Geographic article piqued the interest of the private sector in oil shale.  Within a few 

years of the article, Union Oil Company had acquired oil shale lands, primarily in Colorado, and 

had tested about twenty experimental retorts to convert kerogen into crude oil.
97

  

The origins of federal-government involvement in the synthetic fuels industry had a 

strong national security underpinning, with the focus on providing energy for military 

preparedness.  Similarly, the ESA had a major emphasis on national security as evidenced in the 

“Findings and Purpose” section, when Congress declared that “the achievement of energy 

security for the United States is essential to . . . the maintenance of national security,” as well as 

to increasing the “Nation’s security.”
98

  In 1924, Congress appropriated the first funds for an oil 

shale study pursuant to a presidential Naval Fuel Oil Committee appointed to study the problem 

of obtaining adequate fuel for the Navy.
99

  Concern over “to-morrow’s gasoline” dominated the 
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national discussion.  There appeared to be no limit to the number of automobiles that the United 

States could build and sell, yet there was a limit on the nation’s petroleum supply. Oil resources 

were being rapidly exhausted.
100

  With the discovery in 1930 of the giant East Texas oil field, the 

urgency of utilizing oil shale resources in the United States abated. 

 

 

Figure 1.5.  February 1918 National Geographic Magazine 
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Figure 1.6.  Oil shale photograph from the February 1918 National Geographic Magazine 

(page 203) 

 

The next major initiative to develop synthetic fuels came with the passage of the 

Synthetic Liquid Fuels Act of 1944 (P. L. 290), which authorized the use of $30 million over a 

five-year period for construction and operation of synthetic fuels primarily from coal and oil shale 

to conserve and increase the nation’s oil resources.  Historian Joseph Marchese has written that 

with the enactment of this legislation, “there was a startling occurrence; the federal government 

had not previously involved itself in . . . the energy sector.”  Marchese stated that “traditionally, 

the private sector had produced, transmitted, and marketed energy and had carried the 

responsibility of developing new technologies relating to their product.”
101

    

                                                           
101

 Joseph Charles Marchese, “Government and Energy: The Demonstration Program for Synthetic Liquid 

Fuels, 1944-1955,” PhD dissertation, Princeton University, 1983, v, 36.  Marchese writes, “Before 1900, 

the federal government rarely intervened directly into the affairs of the energy market,” 1. 



53 

 

Congress extended this law in 1948, authorizing an additional $30 million.
102

  

Congressional interest in this act was reflected by the comments of Sen. Joseph O’Mahoney (D-

WY), chair of the Senate Committee on Interior and Insular Affairs: 

There will be plenty of gasoline . . . but only if the United States rapidly expands 

its program for the production of synthetic fuels.  Without such a program we 

shall become an importer of petroleum and thus dependent upon other lands and 

other peoples for the fuel supply we must have to maintain the commercial and 

industrial leadership which America now enjoys.
103

 

 

With the election of President Dwight Eisenhower in 1952, the national effort to develop 

a synthetic fuels industry ceased.  The National Petroleum Council, an oil-and-gas-industry 

advisory committee, issued a report stating that “all methods of manufacturing synthetic liquid 

fuels” were “definitely uneconomical” and that the need for a synthetic fuel industry remained in 

the “distant future.”
104

  Energy markets had developed into a glut position as a result of 

production from oil fields in the Middle East.  The Eisenhower administration was anxious to 

reduce an anticipated federal budget deficit as well as limit federal involvement in the national 

economy.
105

  According to Richard Vietor, the Truman administration tried to develop, for 

national security purposes, a domestic synthetic fuels industry in cooperation with the oil 

industry.  After the election of Eisenhower, the petroleum industry was in a better position to 

define the national interest.  Synthetic fuels took a back seat to future reliance on foreign oil.
106

  

Prior to dismantling the effort, the country had two coal liquefaction conversion plants operating 
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in Louisiana and Missouri.  They were producing liquid fuel from coal at a cost of only about 2 

cents a gallon more than the cost of similar grade fuel then being produced from petroleum.
107

 

The Synthetic Liquid Fuels Act of 1944 had some positive aspects – a few demonstration 

plants – but it was unsuccessful in meeting its primary objective:  to demonstrate the economic 

and technological feasibility of initiating a commercial synthetic liquid fuels industry.
108

  The 

technology had not been developed in an economic manner – that is, it cost too much to make the 

product, and private industry was not in support of the government.  Additionally, federal 

employees focused on synthetic fuels lacked imaginative leadership and sufficient expertise.   

The decision in 1954 by the Eisenhower administration to terminate the synfuels effort 

“set in motion two long-range energy developments that culminated in 1974.”
109

  The first was 

the inevitable increase in the country’s dependence on imported oil, and the second was the 

decline in the use of coal and oil shale as alternative energy resources.
110

  Vietor states succinctly:  

“The synfuels path was not chosen, and the inexorable alternative of growing dependence on 

foreign oil became a matter of history.”
111

  

Compared to oil and gas, coal is an inconvenient form of energy.  Converting coal to oil 

and gas became a major industry almost two hundred years ago – one hundred years before the 

country learned to convert coal to electricity.  The first company producing synthetic gas from 

coal in the United States was formed in Baltimore, Maryland in 1816 as the predecessor of 

Baltimore Gas & Electric.  The organization of similar companies in other cities occurred over 

the next two decades.  The first large-scale use of synthetic gas from coal was for street 
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lighting.
112

  The gas-from-coal industry supplied virtually all the gas to the cities along the 

Eastern Seaboard and as far inland as Chicago and St. Louis until World War II.  In the 1920s, 

there were an estimated 11,000 coal-gas producers in the United States:  6,500 in steel plants, 

1,500 in glass plants, 1,500 in ceramics and lime-burning plants, 1,000 in gas utilities, and 500 in 

metallurgical and chemical plants.
113

  Coal liquefaction is discussed below.   

During and after World War II, cross-country oil pipelines were converted into moving 

low-cost natural gas to the major gas markets in the industrial Northeast.  Coal-based gas, 

obtained by cumbersome technology, had only one-half as much heat content as natural gas.  

Soon, the entire US gas grid was upgraded to natural gas, or methane, with about 1,000 Btus per 

cubic foot.  Coal-based gas plants were shut down and in less than ten years, what had been a 

rather large synthetic gas industry was scrapped.  Despite the death of the industry, coal-gas 

technology had become more elegant, efficient, and compatible with the high-heat-content gas 

used by industry.
114

 

During the late nineteenth and early twentieth centuries, before widespread availability of 

electricity, Americans used coal-oil burning lamps for illumination.  Ruth Moloney Cowgill of 

Marion, Ohio has written a small book of poems titled The Coal Oil Lamp Generation.  During 

the Great Depression, she recalls, their farm was five miles from the nearest town and electric 

lines had not reached her area, so like all of her neighbors, the family used coal oil lamps in the 

evening.
115

  Coal-oil was manufactured from cannel coal, mineral wax, and bituminous shale.  
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Early in the life of gas stations, many had coal-oil available for sale to their customers (Figure 

1.7). 

 

Figure 1.7. A green-trimmed Texaco filling station that sold coal-oil for oil-burning lamps, 

pumped by hand from the square painted tank  

 

 

One of the first major uses of coal liquefaction was in Germany during World War II 

where large-scale plants produced up to 90 percent of Germany’s peak war-time aviation and 

motor fuel.
116

   The Republic of South Africa recognized in 1947 the dangers to energy 

dependence when the nation passed the Liquid Fuel and Oil Act and formed the Liquid Fuel and 

Oil Advisory Board.  South Africa’s situation was compounded by its policy of apartheid.  In 

1950, South Africa incorporated the South African Coal, Oil, and Gas Corporation (SASOL), 

with all shares owned by the government.  By 1955, the first gasoline was produced from South 
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African coal (Figure 1.8).  The production facilities were expanded in 1966 and the output 

provided feedstock for at least three refineries.  In 1979, the second and third production facilities 

were planned after the new government in Iran cut off oil supplies to South Africa.  To finance 

these plants, SASOL went public, selling and listing shares on the Johannesburg Stock Exchange.  

Shares were listed on the New York Stock Exchange in 2003. With the addition of SASOL III in 

1984, the three plants combined provide South Africa with at least 50 percent of its needs for 

liquid fuels.
117

 The company began showing a profit in the late 1960s by overcoming technical 

problems and focusing attention on costs.  For the fiscal year ending June 30, 2011, SASOL had 

an operating profit exceeding $3.8 billion on revenues of $18.3 billion.  It operates in thirty-eight 

countries with over 33,000 employees.
118

 

 

Figure 1.8.  SASOL employees clink glasses of SASOL Two's first oil.
119
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Shale oil was produced in France as early as 1838, Scotland since 1850, Brazil and 

Australia before 1900, and Sweden and Germany before 1925.
120

  As early as 1920, the United 

States government, via the Bureau of Mines, established a laboratory in Colorado to undertake 

studies concerning the fundamentals of oil shale retorting, yields, and characteristics of oil shale 

products.  President Calvin Coolidge appointed a naval fuel-oil committee in 1924 to study the 

problem of obtaining an adequate and dependable supply of fuel oil for the Navy.  In 1924 and 

1944, Congress appropriated funds for the construction and operation of demonstration and pilot 

plants to produce liquid fuels from oil shale.
121

  Dr. Philip White, assistant administrator for fossil 

energy at the Energy Research and Development Administration, testified in November 1976 that 

shale oil production was closer to commercial acceptance than were other liquid fuels or synfuel 

alternatives.  It is technically simpler than liquids from coal and consequently cheaper.  Coal-

derived syncrudes produce a high yield of gasoline and fuel oil; shale oil derived syncrudes yield 

a high percentage of middle distillate oils upon which the mass-transportation industry of the 

United States depends.  The technologies for oil shale and coal had not been demonstrated in the 

United States on any significant or commercial scale.
122

   An interesting footnote to oil shale 

technology occurred in the late 1950s and early 1960s.  The Atomic Energy Commission, under 

the 1957 Project Plowshare Program, along with the US Bureau of Mines, developed and planned 

using nuclear explosives to fracture deeply buried oil shale in preparation for an in-situ 
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(underground mining of oil shale) combustion-extraction process.  Given the possible devastating 

environmental, structural and political consequences of such an explosion, it is fortunate that 

nothing came of this endeavor.
123

   

Since 1943, the Senate Committee on Energy and its predecessor, the Committee on 

Interior and Insular Affairs, had favored the establishment of a national synthetic fuels policy.  In 

1944, Sen. Joseph O’Mahoney (D-WY), the chair of the committee wrote: 

 

There will be plenty of gasoline . . . but only if the United States rapidly 

expands its program for the production of synthetic fuels.  Without such a 

program we shall become an importer of petroleum and thus dependent upon 

other lands and other peoples for the fuel supply we must have to maintain the 

commercial and industrial leadership which America now enjoys . . . . 

 

Petroleum products can be made from coal, and the coal supplies in the United 

States are so large that we need not worry about them for the next several 

hundred years . . . .
124
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Figure 1.9.  Broxburn was one of the five major Scottish shale oil companies in operation at 

the start of the twentieth century (circa 1900) 

 

Figure 1.10.  Another example of an early Scottish shale oil company 

The 1973 oil embargo and simultaneous increase in petroleum prices stimulated 

congressional interest in synthetic fuels.  The Ford administration, using an idea offered by Vice 

President Nelson Rockefeller, came up with an aggressive $100-billion plan in October 1975 to 

achieve energy independence by 1985.  The proposal called for the creation of an Energy 

Independence Authority (EIA), a government corporation providing financial assistance to 

synthetic fuel projects.  Aid would be in the form of loan guarantees to private business concerns.  

This proposed legislation was also designed to expedite government regulatory procedures that 
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impacted energy development.  The EIA did not pass, as concerns over energy prices and 

shortages waned.
125

  

The Ford-proposed EIA is significant.  Carter’s suggested 1979 Energy Security 

Corporation, which subsequently became the United States Synthetic Fuels Corporation, was 

modeled almost directly on Ford’s idea.  The EIA was to be a new government corporation, with 

a five-member presidentially appointed and Senate-confirmed board of directors, to assist in 

achieving energy independence for the nation by providing loans, loan guarantees, price 

guarantees, or other financial assistance to private-sector synthetic fuels projects.  A limited 

number of EIA executives could be paid without regard to executive-branch salary limits.  The 

EIA would have had a ten-year life.  It would supplement and encourage private capital 

investment, and would have had financial resources of $100 billion.  As of October 1975, the 

White House reported that the nation’s energy situation had continued to deteriorate since the 

1973-74 Arab oil embargo.  Oil imports were about 37 percent of domestic oil consumption and 

were expected to continue to increase to more than 50 percent of consumption by 1985.  The 

White House counted on the EIA contributing the equivalent of up to 10-15 million barrels of oil 

per day of new energy production.  If nothing were done, the Ford administration anticipated that 

imports of crude oil would be 12 million barrels per day.  With an operating EIA, the United 

States would be energy independent.
126

 

Like Nixon and Ford, Carter never achieved his comprehensive energy policy for the 

country.  He tried in every way possible, even creating a twelfth cabinet department – the 

behemoth known as the Department of Energy.  He simply wasn’t able to convince either 

Congress or the citizenry of the seriousness of the nation’s energy problems. 
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What occurred during the 1970s was the perfect storm in energy.  Just a few years into 

the decade, OPEC imposed an embargo on exporting crude oil to the United States due to its 

support of Israel in the Yom Kippur War.  This restraint ended in 1974, with crude oil prices 

having increased dramatically.  After the outbreak of the Yom Kippur War in October 1973, the 

international price for crude oil doubled, and then doubled again.  At the end of 1972, the average 

world crude price per barrel was $2.66, rising to $11.21 at the end of 1973 (a 321.4 percent rise 

year-to-year), $11.42 at year-end 1974 (1.9 percent increase year-to-year), and $12.03 at the end 

of 1975 (5.3 percent rise year-to-year).  From 1972 to the end of 1975, world crude prices had 

jumped 352.3 percent.  Prices in the United States, which were controlled, registered a 126.3-

percent rise from $3.39 per barrel in 1972 to $7.67 in 1975.
127

 

No sooner had the nation recovered from this oil shock when another hit in 1979, 

precipitated by the Iranian revolution.  Again, crude prices skyrocketed.  At the end of 1978, 

world crude oil averaged $14.15 per barrel and by the end of 1980 it had risen to $36.93, a jump 

of 161 percent.  Domestic prices, partially decontrolled by this time, rose 140 percent, from $9 to 

$21.59 per barrel.
128

  Increasing prices for gasoline hit American pocketbooks when the average 

annual gasoline pump prices increased 58 percent during the OPEC oil embargo and another 119 

percent during the Iranian revolution.
129

 

By the summer of 1979, travesties of the past decades (Watergate, Vietnam, the oil 

embargo) converged and boiled over into public anger and frustration at both society and 

government:  the cost of filling up the family car had risen dramatically, assuming that a gasoline 

station was open and even had gasoline; stagflation was inexorably eating into wages; the cost of 

living had increased with no commensurate rise in wages; and government could not be trusted.  
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A feeling of despair permeated the country.  Americans were pessimistic about the future of the 

United States, and about their own personal futures.  According to White House pollster Patrick 

Caddell, there was a “psychological crisis of the first order.”
130

  

This dissertation will focus on the Energy Security Act of 1980 – specifically, the 

congressionally chartered United States Synthetic Fuels Corporation signed into law on June 30, 

1980.  That action represented the country’s most ambitious effort to develop a synthetic fuels 

industry.  The SFC acted as a catalyst, an investment bank, to provide financial assistance to 

synthetic fuel projects.  The corporation signaled the government’s effort to enter the energy 

industry, the last bastion of the New Deal.  

The SFC shut down in April 1986.  Only four projects had been assisted, and these 

quickly closed up shop.  The corporation is now long gone and forgotten.  If anything, the mere 

mention of its name brings accusations of government waste and Washington run amok.  And, it 

demonstrates that the public has a short memory when the immediate crisis abates, losing interest 

in solutions. 

Let’s see if the charges are appropriate. 

 

                                                           
130

 Natasha Zaretsky,  No Direction Home: The American Family and the Fear of National Decline, 1968-

1980 (Chapel Hill: University of North Carolina Press, 2007), 214-215. 



64 

 

 

Figure 1.11.  From a speech given by Robert Blakely, "An Approach to Risk and Financial 

Assistance at the Synthetic Fuels Corporation" (May 1981) 
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Chapter 2: Background 

“It seemed as if a new ice age had arrived,” Newsweek reported in January 1977.
1
  Miami 

was hit by its first-ever recorded snowfall.  It also snowed in Fort Lauderdale, Palm Beach, Fort 

Myers, and even Freeport in the Bahamas.
2
   On January 20, 1977, while James Earl Carter, Jr., 

took the oath of office as the nation’s thirty-ninth president, Americans were focused more on the 

bitterly cold weather than on the inaugural events.  At noon, the designated time for the transfer 

of presidential power, the temperature in the nation’s capital was 28 degrees Fahrenheit.
3
  In fact, 

record low temperatures gripped much of the country, with some spots registering the coldest 

levels in more than a century.  Other news reports related disheartening accounts of layoffs that 

idled thousands of workers, and shortages of natural gas that forced school closings.  Overtaxed 

power systems caused brownouts in Detroit, for only the third time in that city’s history.  Severe 

supply shortages of natural gas threatened to cripple parts of the United States for the rest of the 

year.  Energy issues topped the list of concerns, although inflation and unemployment still 

grabbed the bulk of the headlines.
4
  

 During the 1976 presidential campaign, President Ford and candidate Carter addressed 

energy issues only in passing.  In a Gallup poll taken the week before the election, 47 percent of 

respondents considered the high cost-of-living to be the most important issue facing the country, 

and 31 percent considered unemployment the most salient one.  According to an October 12, 

1976, New York Times and CBS News national survey, 52 percent of respondents considered 

inflation the most important problem facing the country, while 38 percent considered it to be 
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unemployment.  “Even more significant, twice as many voters think that the economy is getting 

worse as thinks it is getting better.”
5
  These problems ranked one and two, respectively, with 

energy not even mentioned on the list.
6
 A study of editorial space in ten of the nation’s leading 

newspapers conducted during the campaign indicates “economic concerns were the most 

influential factors. . . .  [C]ampaign editorial remarks on the economy centered on inflation, 

unemployment and taxes.”
7
  In many cases, all three were interwoven in the same news story.  

The 1976 national unemployment rate was 7.7 percent, down from 8.5 percent the previous year.  

Inflation averaged 5.8 percent in 1976, down from 9.1 percent in 1975 and 11 percent in 1974.
8
  

The 1976 Misery Index (unemployment rate plus inflation rate) registered 13.5 percent.
9
   

In August 1976, Carter mentioned at a campaign press conference that during the pre-

embargo era, “President Nixon had said that the nation was importing 25 percent of its oil needs, 

and in 1976, the country is approaching the 50 percent level.”
10

  Just prior to the 1973-74 oil 

embargo, the White House indicated that “imports accounted for approximately 33 percent of all 

crude oil and petroleum products.”
11

  By 1976, import levels had increased to 43 percent of total 
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crude needs, a 30 percent escalation from 1973 levels.
12

  Alarm bells clanged, but were not heard, 

or were ignored.   

On September 21, 1976, Carter proposed the creation of a new cabinet-level agency, the 

Department of Energy.  In his announcement, Carter stated, “[M]y plan for energy reorganization 

at the federal level . . . will permit us . . . to deal with our energy crisis.”
13

  Even two-and-one-half 

years after the oil embargo, he noted the United States still had no energy plan.  He vowed to 

advocate for “the development of a coherent energy policy, and [make] the creation of a 

government organization that can put it into effect, the highest priority.”
14

   

Energy was mentioned during the first presidential debate on September 23, 1976.
15

  

Replying to a question on nuclear power, candidate Carter said, “[T]he energy policy of our 

nation is one that has not yet been established . . . .  [E]very other developed nation in the world 

has an energy policy except us.”  With heightened anxiety, Carter noted there were only “35 years 

of oil left in the whole world.  We’re going to run out of oil.”
16

  Carter wanted America to shift 

from oil to coal and oil shale, while at the same time employing “strict conservation measures.”
17
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During his presidential campaign, Carter appointed James Schlesinger, formerly Nixon’s defense 

secretary and one-time atomic energy czar, to be his energy advisor.  After taking office, Carter 

asked Schlesinger to prepare a comprehensive energy policy by the end of the first three months 

of his fledgling administration.  Carter later reminisced that he and Schlesinger “started working 

on the energy thing early on:  in the first sessions we ever had down . . . in Plains.  We worked on 

it during the interim period.”
18

 

 Once elected, President Carter wasted no time in taking up the energy issue, 

acknowledging the great importance of establishing “limits.”  Believing the nation could no 

longer “bear any burden or pay any price,” the president stated in his inaugural address, “[W]e 

have learned that ‘more’ is not necessarily ‘better’, that even our great nation has recognized 

limits, and that we can neither answer all questions nor solve all problems.  We cannot afford to 

do everything . . . .  So, together, in a spirit of individual sacrifice for the common good, we must 

simply do our best.”
19

  Carter’s “primary thought on Inauguration Day was about the potential 

shortage of energy supplies” affecting the nation.
20

   

The day after the inauguration, January 21, 1977, the president issued a press release 

calling on all Americans, no matter what the source of heating in their homes, “to turn their 

thermostats down to 65 degrees in the daytime and lower at night.”  He concluded by reminding 

the nation that “our energy problems are real and cannot be ignored . . . and that [the] Nation 
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needs a coherent energy policy and such a program of energy action will be formulated promptly 

[emphasis added].”
21

  

 In that release, the new president delivered the disturbing news that the escalating 

shortages of natural gas had been so serious that over 200,000 workers were impacted by the 

closure of their companies’ operations.  An equal number of children found their schools shut by 

these same shortages.
22

 

 The president sent his first piece of legislation, the Emergency Natural Gas Act of 1977, 

to the speaker of the House and the president of the Senate on January 26, 1977.  This legislation 

provided a “simple, temporary measure to enable the government to cope with an unprecedented 

shortage of natural gas supplies.”
23

  In his news briefing discussing the legislation, also held on 

January 26, Carter said, “Four thousand plants are now closed.  Four hundred thousand people 

have been laid off because of natural gas shortages.”
24

 The numbers had doubled within five days 

of his January 21st announcement.  The president reiterated his earlier request for Americans to 

dial down their thermostats, just as he had done in the White House and had mandated for all 

government buildings.
25

 

 Continuing his blitz to educate the public about the energy crisis, on January 27, 1977, 

Carter traveled to West Chester, Pennsylvania, to address students and to hold a question-and-
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answer session at Stetson Junior High School.
26

 The president responded to a question about the 

natural gas shortage, saying “We’re running out of natural gas and oil.  We only have enough to 

last 25 or 30 years. [Based on current reserves divided by current production. Refer to footnote 

sixteen.] And it’s going to mean that we are going to have to do without things we’ve done with 

in the past, and we’re going to all have to make some small sacrifices . . . .”
27

  The president 

warned children that their future lifestyles would not be as comfortable as those of their parents.  

In the United States, it was commonly assumed that each successive generation had expected an 

improved standard-of-living over that of the prior generation.  

Carter sent telegrams to governors in twelve states on Sunday January 30, 1977, 

expressing his concern about the human suffering and economic problems caused by the energy 

shortages and asking for specific information on energy-related problems in each state, and 

soliciting ideas to ease or resolve these issues.
28

  Further, demonstrating his concern, the president 

traveled to Pittsburgh, Pennsylvania, after every school in the state had been closed due to the 

natural gas shortage.  At the Westinghouse plant in Pittsburgh, Carter spoke candidly:  “I think to 

the extent that we can let the American people know that this is the first major indication of a 

permanent energy shortage and that all of us have to do our part, perhaps it is a good forewarning 
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that might keep us from having very severe national catastrophes in the future.”
29

  He added that 

“our country . . . wastes more energy than the total amount we import.”
30

 

Back in Washington after his Pittsburgh trip, Carter spoke on the South Portico of the 

White House about what he had observed and learned.  Thermostats of public and private 

buildings in Pennsylvania, at the order of Gov. Milton Shapp, had been reduced to 62 degrees.  

Carter stressed two points: “One is [that] this is the first strong indication of a permanent, very 

serious energy shortage. . . . [T]he energy shortage . . . is going to get worse instead of better.”  

The second point “is that we are all in this together.  Every household that keeps its temperature 

too high . . . contributes to the unemployment of American people” and damages our society.
31

  

Continuing his theme of sacrifice and deprivation, Carter boldly but unrealistically suggested that 

Americans “cut down the thermostats very low, even as low as 50 degrees . . . .”
32

 

In a cabinet meeting on Saturday January 29, 1977, the president commented that he had 

“been getting an increasing number of very serious reports about the impact of the energy 

shortage . . . on different states in our country.”
33

  Due to the severity of the crisis, Carter 

suggested legislation to move the United States to a four-day, ten-hours-per-day, workweek 

requiring buildings to be heated only four days a week instead of five.
34

 

 The president later recalled that “[s]hortly after the Congress convened, we announced 

that we would have a bill to the Congress in ninety days.  During that ninety-day period, Jim 

Schlesinger and Stu Eizenstat and others  . . . worked as closely as they could with congressional 
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leaders who were interested in energy . . . .  [T]here was an inclination [on the part of Congress] 

to postpone addressing that question [energy].”
35

 

Barbara Kellerman, the James McGregor Burns Lecturer in Public Leadership at 

Harvard’s John F. Kennedy School of Government, writes that Carter “spent more time on energy 

policy than any other domestic issue,” choosing to become immersed in this complicated fray at 

the very start of his presidency.
36

  Carter believed, Kellerman writes, that “he had a mandate for 

change that would signal an end to automatic and perpetual growth in America and reverse the 

ever-increasing expectations of the post World War II generations.”
37

 

 Perhaps noteworthy in hindsight, this was not the first instance of a president recognizing 

the importance of a national energy policy.  Six-and-a-half years earlier, on June 4, 1971, 

President Richard Nixon notified Congress, “[T]his is the first time that a message on energy of a 

comprehensive nature has been sent to the Congress by a President of the United States.”  

Rapidly declining domestic oil and gas reserves had attracted Nixon’s attention, along with a 

doubling of the nation’s energy usage during the previous twenty years.  Since 1967, the demand 

for energy had increased even more dramatically, while during prior decades “energy 

consumption had generally grown at a slower rate than the national rate of output of goods and 

services.”
 38

   

The relatively low cost of energy in the United States had caused demand to skyrocket.  

From 1960 through 1973, domestic use of crude oil had increased 77 percent, from an annual rate 
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of 3.6 billion barrels to 6.4 billion barrels.
39

  Furthermore, the price had been maintained at an 

attractive level by OPEC nations until the 1973 Arab embargo, when it quadrupled.
40

  The cost 

per barrel of crude oil produced in Saudi Arabia increased from an average $1.34 per barrel in 

1969 to an average $9.60 per barrel in 1973, a 611-percent rise.
41

  In 1960, the domestic price of 

crude oil averaged $2.88 per barrel, but by 1973 it was $3.89, a modest 35-percent increase of 

$1.01 per barrel over the thirteen-year period.
42

 

 Faced with the embargo, President Nixon addressed the nation in November 1973, about 

the energy emergency, announcing that the country was “heading toward the most acute shortage 

of energy since World War II.”  At this point, 46 percent of Americans considered the energy 

crisis the most important problem facing the country.  It ranked as the number one issue by 

twenty-one percentage points, compared to the next critical topic of the high cost-of-living.
43

  He 

implored Americans to use less energy, develop new sources, and cultivate the “capacity to meet 

our [energy] needs without relying on any foreign nation.”
44

  Nixon expected development of the 

nation’s coal reserves and oil shale to remedy the energy supply problem as he summoned 

citizens to “unite in committing the resources of this Nation to a major new endeavor, an 

endeavor that in this Bicentennial era we can appropriately call ‘Project Independence.’”  He 

challenged the nation to set about this national goal “in the spirit of Apollo, with the 

determination of the Manhattan Project, that by the end of this decade we will have developed the 

potential to meet our own energy needs without depending on any foreign sources.”  Under 
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Project Independence, he urged Americans to “be able to meet America’s energy needs from 

America’s own energy resources.”
45

  Nixon also proposed a national speed limit of 50 miles per 

hour, which Congress subsequently legislated at 55 miles per hour.  Additionally, Nixon directed 

that daytime temperatures in federal offices be reduced immediately “to a level of between 65 and 

68 degrees.”
46

 

 The Nixon administration was also concerned about the 1973-74 oil embargo imposed on 

the United States as a result of the nation’s support of Israel during the Yom Kippur War. 

President Nixon ordered William E. Simon, head of the newly established Federal Energy 

Administration, to “plan a standby gasoline-rationing system, one that required the use of ration 

coupons.”  Under a rushed deadline, the Bureau of Engraving and Printing printed 4.8 billion 

ration coupons, measuring 1.5-by-3.5 inches, at a cost of $12 million.  These vouchers were never 

used and were subsequently destroyed in spring 1984.
47

  A few survived, however.  Figure 1.1 

shows a copy of one of the coupons.
48
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Figure 2.1.  Gas ration coupon from Nixon era
49

 

 

John Sawhill, director of the Federal Energy Administration, submitted the Project 

Independence Report to President Ford in November 1974.  This document was a comprehensive 

1,100-page evaluation of the nation’s energy problems and available options, which included 

increasing domestic energy supplies, instituting conservation measures, and establishing a 

standby energy program.
50

  Unfortunately, the Watergate scandal diverted Nixon’s attention, and 

Project Independence became a lower priority for him.  Once the Arab embargo ended, the 

energy crisis dropped to the fourth most important issue, with only 6 percent of the public 

considering it foremost.  By then, the high cost-of-living was identified as the top issue for 48 

percent of the respondents.
51

  OPEC voted in March 1974 to end the embargo, looking forward to 

having a continuing and more forceful role in the Middle East, as well as the rest of the world.  

They had successfully unsheathed “the oil weapon,” and made their presence known as a force to 

be reckoned with. The American populace seemed to forget quickly about energy after the 

embargo concluded and they were able once again to purchase easily gasoline for their vehicles. 

 After Nixon’s laborious exodus, his successor, President Gerald Ford, offered a modified 

version of Project Independence, which he labeled the Energy Independence Act of 1975 (EIA) 

and incorporated in his State of the Union address on January 15, 1975.  EIA never passed 
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Congress due to its complexity, Ford’s unelected status, and the short-lived concern for energy on 

the part of the general population.
52

 

By October 1975, Ford was increasingly perturbed by the inaction of Congress on his 

EIA legislation.  He proceeded to propose the Energy Independence Authority Act of 1975 

(EIAA-75) as part of the continuing quest for national energy self-sufficiency.  In his letter of 

transmittal to the speaker of the House and the president of the Senate, an exasperated Ford 

remarked that two years had gone by since the embargo and Congress had yet to pass his EIA 

bill.  He again urged prompt congressional action on this legislation.  Frustrated by “excessive 

delays,” Ford decided to send Congress his EIAA, which he hoped would have better success.  

The EIAA-75 called for an Energy Independence Authority, “a new partnership between the 

private sector and the Federal government to assure action on vital energy projects in the next 

decade.”  Ford estimated that “capital requirements for energy independence [would] total $600 

billion over the next ten years.”
53

   

The staff of Vice President Nelson Rockefeller had developed the idea of the Energy 

Independence Authority.  It would have powers beyond those of traditional government agencies, 

and be run as a federal corporation with a five-member board headed by a chair who would also 

serve as chief operating officer.  This agency would have total financing of $100 billion, broken 

into $25 billion in equity capital and $75 billion in borrowing authority.
54

  Without doubt, Ford 
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was committed to providing the nation with the means to achieve energy independence, but his 

plans languished on Capitol Hill.  He had ties to former President Nixon, had pardoned Nixon, 

and he lacked the necessary prerequisite of being elected by the people to his position.  

Unfortunately, Ford did not see this legislation come to fruition.
55

 

 When the Carter administration commenced its efforts, the country was still without a 

national energy policy. It almost seemed as though the American people were against having one.  

During the campaign, Carter’s ideas focused mostly on energy conservation measures.  The 

Emergency Natural Gas Act of 1977 permitted shifting natural gas from one interstate pipeline to 

another, while liberalizing interstate gas prices.   

As a result of subsequent conversations with oil company executives, however, Carter 

modified his views to stimulate domestic production in tandem with conservation, while 

providing some assurance of price protection for consumers.  At this stage, his stand on 

environmental issues was unequivocal: “If there is ever a conflict, I will go for beauty, clean air, 

water, and landscape.”  As the energy crisis escalated, though, many business people told him 

that compromises were “imperative if his economic and energy goals [were] to be met.”
56

  By 

summer 1979, the country was in a major energy panic.  In the interest of national security, Carter 

virtually abandoned the environmentalists with his proposed Energy Mobilization Board (EMB).  

Permitting regulations had become so complex, bureaucratic, and burdensome that Carter 

proposed the establishment of the EMB in the Executive Office of the President.  While ensuring 

that environmental standards would be met, the EMB would “slash through red tape and 
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bureaucratic obstacles and set absolute deadlines for actions at the Federal, State, and local 

levels.”  Succinctly, the EMB was to designate nonnuclear energy facilities critical to import 

reduction goals, and for each facility to convert disparate, disconnected proceedings and 

requirements into a single coordinated and expedited decision process.
57

 

 Several other critical issues were vying for the new president’s attention, and some were 

just as important as energy.  All posed challenges for the administration, such as ways to deal 

with rising inflation, reduce unemployment, and streamline and reorganize the government.  On 

April 19, 1979, the Commerce Department released a report stating that the annual rate of 

inflation in the first quarter had “surged to 9.5 percent from . . . an average of 7.6 percent for all 

of 1978.”  Less than four months later, on August 3, 1979, the Bureau of Labor Statistics reported 

that the nation’s unemployment had risen “a tenth of a percentage point to 5.7 percent of the work 

force.”
58

 Even though this figure was a “statistically insignificant increase,” the Carter 

administration policymakers “braced for a relatively steep recession.”  Dr. Janet L. Norwood, the 

commissioner of labor statistics, stated, “[C]learly… there is a slowdown in the economy.”
59

   

Carter touted himself as a “Washington outsider,” but this image put him at a 

disadvantage on these issues.  It gave the impression that he lacked a network and understanding 

of how things worked in the Capitol.  Carter also had to handle a growing Soviet threat and forge 

a peaceful settlement in the Middle East.  He wanted to develop a comprehensive national health 

insurance plan, and provide a rescue strategy for the nation’s urban ills, including a bailout for 
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bankrupt New York City.  A federal loan guarantee for Chrysler Corporation was soon added to 

the list of major time-consuming initiatives.
60

 

 On February 2, 1977, less than two weeks after his inauguration, Carter delivered a 

“fireside chat” from the White House library, broadcast to the nation on television and radio.  He 

was informally dressed in a beige cardigan sweater, with a tie and navy blue trousers.
61

  Sitting in 

a red velvet chair in front of a roaring fire, he attempted to set the mood for his plea about what 

Americans “needed to do together,” saying, “One of our most urgent projects is to develop a 

national energy policy.  As I pointed out during the campaign, the United States is the only major 

industrial country without a comprehensive, long-range energy policy.”
62

  George Reedy, former 

special assistant to President Johnson, opined that this was Carter’s “most effective presentation.”  

After questioning dozens of people the day following the president’s speech, Reedy noted that 

none remembered the specifics of Carter’s speech, but they had “received the message” that the 

days of cheap, convenient energy were over.
63

   

Congress had hurriedly passed the Emergency Natural Gas Act of 1977 on Wednesday 

February 7, 1977.  At the signing ceremony, Carter stated that the nation “is in the midst of a very 

serious energy crisis.”
64

   In this fireside chat, Carter commended Congress for passing the act, 

but acknowledged the problem of inadequate future planning and the lack of any definitive 

conservation effort.  These issues predated the immediate winter predicament, and they were 

unlikely to be resolved soon.  Carter offered a preview of conservation and other energy 
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initiatives to be formally introduced with the energy program on April 20, reminding the public 

that “the energy shortage is permanent.”
65

  Carter urged people to “make modest sacrifices,” and 

learn to live thriftily – reiterating his theme of sacrifice and deprivation.
66

  Setting a definitive 

date of April 20 represented an overly ambitious goal, which would be difficult, if not impossible, 

to meet under the best of circumstances. 

 While Carter worked feverishly with James Schlesinger (Carter’s energy advisor) and 

Stuart Eizenstat (Carter’s domestic policy advisor) to prepare the comprehensive energy plan, the 

president continued wrestling with the dilemma of how to persuade the American people to start 

conserving energy resources.  Early research convinced Carter that conservation measures alone 

would more than compensate for all the imported oil.  Carter relied on this idea in his speech on 

February 2, 1977, when he stated, “The amount of energy being wasted which could be saved is 

greater than the total energy that we are importing from foreign countries.”
67

  He struggled with 

how much to boost energy prices in trying to motivate people to conserve, while still being able 

to avert a recession – or even worse, a depression.  Carter genuinely tried to adopt energy 

proposals he considered morally right, but one author wrote that Carter’s attempts “led to a 

Sisyphean effort that exemplified the failure of his administration.”
68

  In the February 2 address, 

the president again pleaded for “sacrifice and deprivation” by the citizenry.
69

  He advocated 

“mutual sacrifice,” once again recommending that the public keep “thermostats . . . at 65 degrees 
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in the daytime and 55 degrees at night,” as this step “could save half the current shortage of 

natural gas.”
70

   

 Carter believed in moderate government intervention to achieve the common good.  He 

was deeply committed to protecting and maintaining the environment.  Schlesinger, in contrast, 

focused mostly on himself and his personal agenda, advocating for strong government 

intervention.  His attitude was that he had never met a nuclear power plant he did not like. 

Eizenstat’s approach, by contrast, was similar to Carter’s.  Both Carter and Eizenstat had a strong 

moral compass, and Eizenstat was abidingly loyal to the president. 

 In preparation for the unveiling of his energy plan, Carter took a “dog-and-pony” show 

on the road.  He wanted to sell the program, as well as demonstrate to people across the country 

that Washington was listening.  At a session on energy in Charleston, West Virginia, on Thursday 

March 17, 1977, Carter invalidated the previous energy independence policies of his predecessors 

and signaled the end of Project Independence: 

One thing that I believe ought to be corrected:  I don’t see any prospect 

nor need for our own country to be energy self-sufficient anytime in the 

future.  It might very well be that the oil that we purchase now at say $15 

a barrel is a very good bargain, and oil and gas that we leave in our 

grounds at this point for use later on might be one of the most precious 

deposits that we have. 

So, I don’t think that we are going to set in an overall energy policy a 

goal of complete self-sufficiency from imported oil or even liquid natural 

gas.  But obviously we could cut down on the amount of oil that we 

import. . . . 

I believe that we’ve got to – and the whole country has got to go into the 

process of reexamining past considerations that we accepted just as a 

routine matter. . . .
71
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As part of a public relations campaign to sell his much-anticipated National Energy Plan 

(NEP), Carter decided to address the nation by television on Monday April 18, 1977.  He 

intended to unveil at least a few key ideas to test public reaction before making an official 

announcement on Wednesday, April 20.  All three major television networks initially declined to 

carry the speech, reflecting the low priority given the energy issue by the media.  The president, 

miffed by the snub, modified his approach from “this is available for live coverage” to a more 

formal request.  The networks finally acquiesced, providing the exposure he wanted.
72

 

 Prior to this speech, Carter knew that he would have a difficult, if not impossible task, in 

achieving passage of his upcoming energy plan.  David Rosenbaum of the New York Times wrote 

on April 15, 1977, that Carter’s energy plan “is likely to lead to one of the most bitter legislative 

battles in decades,” based on initial reaction from Congress and staff members.  The president 

faced the possibility that he could “be rebuffed by a Congress controlled by his own party,” with 

“traditional alliances” torn asunder and members subjected to hounding from competing special 

interests.
73

 

 During the twenty-minute address to the nation, delivered from the significant and formal 

setting of the Oval Office at 8 p.m. local time, President Carter added “oomph” as he outlined 

energy plan details within a moral context:  “Our decision about energy will test the character of 

the American people and the ability of the president and the Congress to govern this Nation.  This 

difficult effort will be the moral equivalent of war, except that we will be uniting our efforts to 
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build and not destroy.”
74

  In the second line of the speech, he admonished viewers, “With the 

exception of preventing war, this is the greatest challenge that our country will face during our 

lifetime.  The energy crisis has not yet overwhelmed us, but it will if we do not act quickly.”
75

  

Continuing the sacrifice and deprivation theme of his entire presidency, the 126-page National 

Energy Plan (NEP) booklet issued by the Executive Office of the President stated:  “Individuals 

can keep their homes at 78º F. during the summer and at 65º F. during the winter.”
76

   

Congress acknowledged the severity of the energy crisis by compiling and printing, for 

their use and reference, documents relating to the April 1977 speeches by Carter as well as his 

April 22 news conference in the publication of The President’s Energy Program:  A Compilation 

of Documents.
77

  Considerable interest generated by the NEP forced Congress also to compile and 

publish a pamphlet of sample editorial comments found in various newspapers (all fifty states and 

the District of Columbia) and periodicals (six national weeklies), as well as individual 

commentaries by several columnists (twenty-four nationally syndicated).
78

  One commentator 

stated explicitly that Carter’s program “put the government squarely into the energy business.”
79

  

Another observed the president “has undertaken a task more formidable than that of any man who 

has ever held the office.”
80

  The general tone of the editorials and commentary was that Carter 

had alerted the nation to a major problem confronting the United States:  “Americans are energy 

alcoholics,” and it was time to “sober up.”  To do this, sacrifices were required by everyone.
81
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 New York Times columnist Russell Baker coined the acronym “MEOW” for the phrase 

“moral equivalent of war” in his April 23, 1977, piece titled “A Meow In Search of an Enemy.”  

That phrase has remained forever linked both to the speech and to Carter.
82

 The public’s 

immediate response was mostly positive to the “MEOW Speech.”  According to a Gallup Poll 

conducted from April 29 to May 2, 1977, 55 percent of Americans had a “favorable” reaction to 

the president’s plan, and 66 percent considering the energy situation “very serious” and 55 

percent “fairly serious.”
83

   Here was the first indication that the new president was capable, 

possibly, of assuming a commanding leadership role as he seized the initiative on energy.
84

 

 Future president and former California governor Ronald Reagan had some choice words 

about Carter’s energy plan.  Because it lacked the essential element of hope for a better 

tomorrow, Reagan speculated, the American people would not rally behind Carter for any length 

of time.  The plan’s message was one of sacrifice and deprivation for untold years to come.  The 

massive effort to sell the program to the nation would do nothing except burn up a lot of human 

energy.  For precedence, Carter should have considered at President John Kennedy’s national 

goal of a lunar landing and safe return within the decade of the sixties.  That objective was an 

example of a positive long-range solution to a national problem.  Carter’s plan “rested on the 

faulty premise that government, rather than a freely functioning market, would provide all the 

answers,” embracing a New Deal and Great Society solution of the government solving the 
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nation’s problems.  The president ignored the greatest energy source that the country possessed – 

“the restless American mind.”
85

 

Carter acknowledged that coping with the energy crisis was going to require more than 

mere conservation, and he made this point perfectly clear when he stated, “We could continue to 

ignore this problem — as many have done in the past — but to do so would subject our people to 

an impending catastrophe.”
86

  Hedrick Smith observed in the New York Times the day after the 

speech that the president had intentionally chosen to wear a pin-striped suit in contrast to his 

cardigan sweater to emphasize a more serious tone when he announced the grim news that 

longer-term sacrifices were necessary.   

The president kept trying to mold public opinion for his forthcoming NEP, which would 

be presented to Congress in two days.  Congress wanted higher energy prices, plus taxes on 

natural gas and oil.  Carter challenged the public’s sense of entitlement to gas-guzzling cars as he 

pressed for major changes in America’s lifestyle.
87

  On April 18, the White House Press Office 

released copies of an eighteen-page report by the Central Intelligence Agency (CIA) titled “The 

International Energy Situation:  Outlook to 1985.”  Although an unconventional move for this 

normally top-secret organization, the report predicted significant price increases for all energy 

forms by 1982-83. The document was evidently released by the CIA at the president’s behest, as 

he sought to generate increased support for the NEP initiative.
88

  Based on this CIA report, Carter 

stated at an April 15 afternoon meeting with a group of publishers, editors, and broadcasters that 
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“the known world reserve supplies are much less than we had thought earlier.”
89

  At a morning 

press conference the same day in anticipation of his April 18 address to the nation, a somber 

Carter replied to the statement that a majority of the people did not think there was an energy 

crisis:  “I’m going to do all I can in addition to the two speeches next week [one to the nation and 

the other to a joint session of Congress] to convince the American people of the truth [that there is 

an energy crisis] . . . using whatever means that I have at my command, that is the commitment 

that I have . . .  [When the people] “see the truth, they’ll cooperate in trying to cut down the waste 

of energy.”
90

 

 Carter demonstrated a strong preference for consensus-building strategies with his tactful 

advance public-relations maneuvers, including an opinion survey of 450,000 Americans and 

meetings with energy industry representatives, before formulating the NEP.  By contrast, his chief 

energy strategist, James Schlesinger, preferred to shoot first and ask questions later.  

Nevertheless, Schlesinger would become the first secretary of the new Department of Energy.
91

  

It is a somewhat incongruous thought that a president who had been so cognizant of the need to 

monitor public sentiment to gain support would select a right-hand advisor who had done just the 

opposite, ignoring anyone else’s opinion on energy issues – save his own.  Part of the explanation 

for Schlesinger’s penchant for operating in isolation was probably his ego, but it was also partly 

justified by not wanting to risk having the plan influenced by Congress or any special interest 

groups.
92

  Schlesinger was widely perceived “to be as arrogant as he was brilliant.”  He could not 
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and would not “defer to those who disagreed with him, regardless of their position or title.”
93

  

Bob Woodward referred to Schlesinger as a “prickly intellectual,” who on more than one 

occasion was insubordinate to his commander-in-chief when Schlesinger was secretary of defense 

under President Gerald Ford.  After several provocations, Ford finally fired him in November 

1975.
94

 

 Carter’s NEP bore many similarities to Nixon’s Project Independence, which is not 

surprising given Schlesinger’s earlier involvement as defense secretary for both the Nixon and 

Ford administrations.  Elder Witt, in the Congressional Quarterly Weekly Report, observed, “[I]f 

President Carter’s energy package creates a sense of déjà vu on Capitol Hill, it is with good 

reason.  None of its key elements are original . . . some are similar to proposals made by President 

Ford.  Others are suggestions set out by Democratic Congressional leaders in response to the Ford 

program.”  Witt compared the energy proposals initiated by Nixon, Ford, and Carter, crediting 

Carter with creating a “unified policy framework” by his endorsement of a national energy 

conservation program, but viewing Nixon and Ford as offering only lip service to conservation.  

Witt assessed Carter’s initiative as superior because it embraced the full spectrum:  “convincing, 

persuading, pressuring, and requiring Americans to make scarce supplies of oil and gas go 

further—by simply using less.”  By contrast, Witt saw Nixon and Ford’s proposals focusing on 

increasing domestic energy supplies, and not nearly as coercive.
95
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 President Carter formally presented his comprehensive NEP on April 20, 1977, in a 

televised speech before a joint session of Congress.  Setting the tone, Carter began, “During the 

last three months, I have come to realize very clearly why a comprehensive energy policy has not 

already been evolved.  It’s been a thankless job, but it is our job.”  He envisioned the NEP leading 

“to an even better life for the people of America.”  The nation’s “energy policy will be 

innovative, but it will be fair and predictable.  It will not be easy; it will demand the best of us—

our vision, our dedication, our courage, and our sense of common purpose.  It will be a test of our 

basic political strength and ability.”
96

 

 Carter attacked the energy industry:  “[W]e need facts that we can count on.  We need an 

independent information system that will give us reliable data about energy reserves and 

production, emergency capabilities, and financial data from the energy producers.”  At this time, 

the president did not believe there was sufficient competitive activity.   He recommended 

“individual accounting . . . from energy companies for production, refining, distribution, and 

marketing . . . for domestic and foreign operations.”  He pushed for “[s]trict enforcement of the 

antitrust laws . . . .  The energy industry should not reap large, unearned profits . . . .  [Any] 

windfall . . . should be captured for the people of our country.”
97

  Carter announced that he was 

going to ask Congress to combine the fifty various federal agencies responsible for energy 

matters into a new energy department.
98

  Subsequently, on Thursday August 4, 1977, the Senate 

confirmed Schlesinger as the first secretary of energy, and he was sworn in the following day.
99
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The DOE became an entity on Saturday, October 1, 1977, the twelfth cabinet-level department 

and the first one created in eleven years.
100

 

Hedrick Smith declared in the New York Times:   “President Carter signaled to the 

nation…that he had chosen energy as the issue on which to test and build his Presidential 

leadership.”  Smith observed that this seemed to mark a pivotal point in the new president’s 

administration, as Carter moved from the informal, down-home demeanor of his first months in 

office to a more forceful, executive-in-command style.  The columnist noted the observations of 

one presidential scholar (not identified in the article) who commented that Carter came “across as 

prudent, provident, far-sighted—doing what is best for America . . . .  If you are going to have a 

terribly hard fight, then fight on what is a ‘flag issue.’”
101

  Times columnist James Reston 

remarked that Carter “has seized the energy crisis as a historic idea that needed to be clarified.”  

Continuing, Reston wrote that Carter “is simply saying that we are running out of gas and getting 

in a jam, and that this is not a regional, political, or a class problem, but a national problem.”  He 

applauded the president for being “willing to face some of the most powerful industrial forces of 

the nation,” and to confront “the energy problem.”
102

 

Carter and Schlesinger failed to consult Congress in the initial meetings as they 

formulated the National Energy Plan, thereby missing an opportunity for relationship building 

their leadership and with Congress.  This oversight would eventually handicap the president’s 

effectiveness, since congressional leaders have an innate desire to be included in the formative 

stages of any new legislation.  Senate members were particularly unreceptive to the NEP, which 
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was described by one writer as “one of the most complex legislative packages in U.S. history, and 

one which would affect almost every aspect of American life.”
103

 

   The Energy Information Administration estimated that 1976 imports made up 42.8 

percent of total petroleum supply, or 2.7 billion barrels.  By 1977 this figure had increased to 47 

percent (3.2 billion barrels), with the bulk of it for both years coming from the Middle East.
104

  

The NEP detailed Carter’s original proposals for energy conservation, which indicated that he felt 

it was possible to save 5.2 million barrels of imported oil per day based upon “optimistic” 

estimates, or 5.1 million barrels per day based upon “pessimistic” estimates.
105

  The United 

States, however, actually imported a total of 8.8 million barrels of oil per day in 1977, and would 

import 8.4 million barrels of oil per day in 1978.
106

  Based on these data, Carter’s plan reflected 

that even in his more “optimistic” scenario, the nation would at best save only about 60 percent of 

the imported oil through the broad-ranging conservation measures that he proposed, thus 

abandoning his earlier premise that conservation alone would solve the import problem. 

 The administration provided Congress with a plan that was packaged as an essential 

energy conservation policy.
107

  Part of the NEP consisted of “carrots and sticks, offering subsidies 

to encourage innovation and efficiency, along with taxes and higher prices to discourage 

waste.”
108

  Although there were 113 provisions, the major components of Carter’s original NEP 

were ten-fold, including tax credits for home insulation and energy savings, a standby gasoline 

                                                           
103

 Katz, Congress and National Energy Policy, 99. 
104

 DeGolyer and MacNaughton, Twentieth Century Petroleum Statistics:  1998. Dallas:  DeGolyer and 

MacNaughton, 1998, 53, 61. 
105

 Katz, Congress and National Energy Policy, 111. 
106

 DeGolyer and MacNaughton, Petroleum Statistics, 53. 
107

 James L. Cochrane., “Carter Energy Policy and the Ninety-Fifth Congress,” Energy Policy in 

Perspective:  Today’s Problems, Yesterday’s Solutions, Goodwin, Crauford D., ed. (Washington, DC:  The 

Brookings Institution, 1981), 579. 
108

 “How to Save Energy,” 71. 



91 

 

tax if consumption rose markedly, and a “gas-guzzling” car tax to be rebated for buyers of fuel-

efficient models.  Carter proposed mandatory energy-efficiency standards for major home 

appliances, including furnaces.  He sought to extend natural-gas price controls to all gas sold, but 

to allow higher price ceilings.  Additionally, Carter proposed a tax on crude oil to bring the price 

to world levels, rebating the tax to the public.  Another provision suggested a tax on utilities and 

industry to discourage excessive use of oil and natural gas, with the government also requiring 

utilities to convert to coal from oil and gas.  Lastly, a provision advocated a federally directed 

reform of electric utility rates.
109

 

 The booklet was prepared by the Executive Office of the President (Energy Policy and 

Planning) titled The National Energy Plan, and distributed in tandem with his speech of April 20.  

Statistics in this pamphlet indicated that if all aspects of the NEP were effectively implemented, a 

savings of four-and-one-half million barrels of oil per day was feasible, reflecting a 20-percent 

decrease from the projected level of demand without the NEP.  The booklet highlighted the 

projection that these savings would reduce foreign oil imports from an estimated no-NEP level of 

twelve to sixteen million barrels per day to about seven million barrels per day by 1985, a 

reduction of 42-56 percent.  To achieve Carter’s ultimate import goal of under six million barrels 

per day, the president relied on “voluntary conservation” measures.
110

  If none of the proposed 

conservation measures was adopted, Carter estimated that imports of foreign oil would expand to 

sixteen million barrels of oil by 1985.
111
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 Following Carter’s April 20
th
 speech, the administration began organizing an “extensive 

campaign” to sell the energy plan to the public and Congress.
112

  The White House created 

twenty-four legislative teams, each informed on different aspects of the proposed legislation.  

Speakers would be available to discuss the legislation in various congressional districts.  The 

nation’s “hinterland[s]” would receive the “major thrust” of public relations attention, with 

Hollywood stars participating in radio and television commercials:  John Denver, Johnny Carson, 

Pearl Bailey, June Allyson, Dinah Shore, Joe Campanella, and the Captain and Tennille.
113

  In 

one commercial, John Denver is shown walking through a sylvan glen while telling the audience, 

“The difference you make makes all the difference.”
114

 

 Trying to obtain congressional approval for the NEP prompted President Carter to write 

in his diary on June 7, 1977, “The influence of the special interest lobbies is almost unbelievable, 

particularly from the automobile and oil industries.”
115

  States representing these industries were 

most antagonized by the plan because of its pro-consumer stance, the meddlesome impact it 

would have on their industries, and the additional taxes that would inevitably be imposed on both 

industries.  Due to its extensive range of impact, the NEP inspired more lobbying than any other 

legislation in the history of government.
116

 

   “The House finished its work on the omnibus bill expeditiously, with a final vote on our 

entire proposal on August 5 [1977],” which was incredibly quick, according to Carter’s memoir.  

The House vote of 244-177 reflected the “party unity and Congressional responsibility,” for 
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which House Speaker Tip O’Neill (D-MA) had appealed.
117

  The initial success in getting House 

approval for the NEP was due primarily to the strong leadership that O’Neill provided.  An added 

impetus for getting this legislation expedited through the House occurred Wednesday, July 13, 

1977, at 9:36  p.m. (EDT), when “[a] vast power failure plunged New York City and Westchester 

County into darkness . . .disrupting the lives of nearly 9 million people.”  The power outage 

continued for more than twenty-five hours, providing critical evidence of just how devastating the 

energy crisis could be.  Over 3,700 people were arrested for looting, 2,000 stores sustained losses 

from burglaries calculated in excess of $1 billion, thousands of city dwellers were trapped in 

elevators and subways, an estimated $20 million was lost in missed retail sales, and between $5 

million and $15 million was lost in brokerage commissions.
118

   

By contrast, the blackout that occurred twelve years earlier at 5:27 p.m. (EST), on 

Tuesday November 9, 1965, in New York City (and most of the Northeast) had the opposite 

results, with New York police reporting “little trouble” from looting and violence.
119

  The 

temperature was not hot, as fall had arrived with cool, almost cold, nights.  The National Opinion 

Research Center found that this blackout did not cause widespread panic or fear, primarily 

because people understood it as an ordinary interruption of service and because radios helped 

them to interpret the event as it unfolded.  There were certainly twinges of fear, as the New 

Yorker’s Talk of the Town reported:  “Was there anyone whose mind was not touched, at least 
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fleetingly, by the conviction that this was it – that the missiles were on the way, and Doomsday 

was at hand?” 
120

  

The meaning of blackouts changed significantly over the course of the twentieth century.  

The 1965 blackout appeared to be an “anomaly,” with no long-term implications.  People did not 

perceive any real or potential threat in the situation.  In later years, the perception of and response 

to blackouts changed.  Urban Americans came to understand how vulnerable their city could 

become when its energy system shut down – within a week or less, urban life would be 

unsustainable, tensions aggravated, leading to civil unrest and criminality.
121

 

 With summer vacation looming and the Senate not in session again until after Labor Day, 

Carter postponed trying to sell his plan until September 1977.
122

  In the Senate, the NEP lacked a 

champion of Speaker O’Neill’s caliber.
123

  The NEP definitely lost its earlier momentum during 

that summer recess, however, and a taxpayer revolt was starting to spread across the country. 

The Gallup Poll reported in December 1977 that the Carter administration’s eight-month 

campaign to convince the public of the seriousness of the energy situation had made little 

headway.  In a poll “just prior” to the April 1977 “moral equivalent of war” speech, 41 percent of 

the US population said the energy situation was “very serious,” while 39 percent replied “fairly,” 

and 16 percent responded “not at all.”  Eight months later in December 1977, the percentages 

remained virtually unchanged.
124
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 By the time of the June 1978 congressional primaries, it was evident that one of the 

hottest issues was a nationwide uprising against high taxes.  As usual, California proved to be a 

trend-setting state with Proposition 13, which offered a controversial rollback in property values 

to the tune of a whopping $7 billion.  With many endorsements, including former California Gov. 

Ronald Reagan and Nobel Prize-winning economist Milton Friedman, the amendment to the state 

constitution passed by a 2-to-1 margin.
125

  According to Howard Jarvis, one of the two men 

responsible for Proposition 13, “Government is the biggest growth industry in this country . . . .  

The only way to cut the cost of government is not to give them money in the first place.”
126

  This 

proposition prompted major changes in the Golden State, including government layoffs and 

salary freezes, as California leaders aggressively responded with true “austerity government.”
127

 

 No doubt the 1978 taxpayer revolt had an impact on the US Senate, where leadership was 

in the hands of lawmakers from energy-producing states.  Due to the Senate’s procedural rules, a 

small group of leaders could either completely block a piece of legislation, or amend it to 

shreds.
128

  After more lengthy Senate deliberations, only two of the original ten components of 

Carter’s energy proposals passed – one that proposed tax credits for home insulation and energy 

savings, and another that mandated energy efficiency standards for major home appliances.  Two 

of the components were approved by the Senate in a weakened form – a moderated tax on utilities 

and industries to discourage excessive oil and gas use, and a diminished proposal requiring 

                                                           
125

 “Generals of a Rebellion by California Taxpayers:  Howard Arnold Jarvis and Paul Gann,” New York 

Times, June 8, 1978, A25. 
126

 Ibid. 
127

 Wallace Turner, “California Voters Approve a Plan to Cut Property Tax $7 Billion,” New York Times, 

June 7, 1978, A1. Robert Lindsey, “Budget Cuts Begun After Californians Vote to Curb Taxes,” New York 

Times, June 8, 1978, A1. 
128

 Kaufman, The Presidency of James Earl Carter, Jr., 58. 



96 

 

utilities to convert from oil and gas to coal.  The remaining six NEP measures proved too 

controversial in the Senate, and were either rejected outright or were never even considered.
129

 

 After an eighteen-month battle on Capitol Hill, the president achieved a partial victory in 

his quest for a national energy plan.
130

  On October 15, 1978, the NEP received final 

congressional approval.  Carter announced, “We have declared to ourselves and the world our 

intent to control our use of energy and thereby to control our own destiny as a nation.”
131

  One of 

the unexplained mysteries is the three-week lapse between approval on October 15 and the 

president’s signature on November 9, 1978.  At a 9 a.m. signing ceremony in the East Room, 

Carter said, “Today we can rightfully claim that we have a conscious national policy for dealing 

with the energy problems of the present and also to help us deal with them in the future.”
132

  After 

signing the bill, Carter departed for Kansas City, Missouri.  He was asked at a presidential news 

conference there how he might like to alter his energy plan in the New Year.  Carter responded by 

mentioning his continuing uneasiness regarding the excessive consumption of oil and the imports 

it necessitated, and his determination to enact more legislation in the future.
133

 

 Due to its hasty assembly, the NEP ended up creating more questions than answers, such 

as the effect the “gas-guzzler” tax would have on the automotive industry, the inflationary 

consequences of the standby gasoline tax, and the costs of converting from natural gas to coal.
134

  

At a time when President Carter wanted desperately to win the support of his constituents for this 

major energy initiative, the rush to introduce the NEP within the first ninety days of his 
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administration resulted in the alienation of Congress, industry, and voters.  When Eizenstat was 

asked why the ninety-day commitment was made, he acknowledged that the president “did not 

want to have a 90-day deadline put upon him.  But it may have been that he said . . . we’ve really 

got to do something.  This is a quiet crisis but it’s going to ultimately erupt.”  It was Eizenstat’s 

recollection that deadlines were President Carter’s “style” for dealing with “the bureaucracy that 

does work very slowly,” realizing that “you lose your popularity month by month in your first 

year.”  The president wanted to “make sure that when this was proposed and fought for[,] he 

would be at the height of his popularity.”
135

  Carter was not phased by early indications of public 

disenchantment, saying, “I am willing to give up some of my own personal popularity . . . to 

require [people] to face the brutal facts.”
136

 

 In addition to intense lobbying efforts by a spectrum of special-interest groups, and the 

usual divisiveness along partisan lines, the NEP effort undeniably was hampered by the fact that 

Carter was unable to commit his undivided attention to its passage.  If he had focused his 

attention, he would have minimized time spent crisscrossing the globe trying to resolve world 

issues.  Despite Carter’s best attempts, White House communication efforts on behalf of the NEP 

were inadequate.  James Abourezk (D-SD) described his contacts with White House staffers: 

“They don’t know what we’re doing and we don’t know what they’re doing . . . they say they’re 

working but we don’t know at what.”
137

  In its final form, the “legislation which Carter signed 

into law [on November 9, 1978] was hardly ‘the moral equivalent of war’ that he first described 

when he sent his plan to Capitol Hill in April 1977. . . .  [M]ost of the original proposals, which 

had been based on the principle of conservation through taxation rather than deregulation and tax 
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credits, had been either scaled back or . . . eliminated entirely.”
138

  Instead of “war,” Schlesinger 

subsequently described the NEP efforts as akin to the search for the spirit that captivates the 

public during actual war.  He believed the president had obtained the idea for the phrase “moral 

equivalent” from a television interview Schlesinger had previously given to news reporter Nancy 

Dickerson.
139

 

 Carter viewed the NEP passage as a hollow victory, saying the legislation that was finally 

enacted would “result in savings of about 2.5 million barrels of oil per day by 1985,” less than 

half of what his original optimistic/pessimistic scenarios had predicted.  Even when Carter signed 

the legislation, he admitted, “I’ve not given up on my original proposal.”
140

  The congressional 

research service commented that the NEP passage “was particularly impressive because it took 

place in the absence of an energy emergency.”
141

  The price of oil had declined during NEP 

deliberations, leading Congress to assume that the energy crisis “had been weathered and the 

crunch was over.”
142

  Carter, on the other hand, believed that “world oil demand would outrun 

supply by 1985 and that a ‘catastrophe’ would result unless measures were taken to change 

consumption patterns.”
143

  Events in the Middle East proved Carter correct in his forecast of 

impending doom – only instead of happening in 1985, it occurred in 1979. 

After passage and signing of the NEP, President Carter knew that during 1979, the White 

House “would have to develop the second phase of . . . energy legislation, including oil price 

decontrol, taxation of the windfall profits of oil companies, and the development of synthetic 
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fuels.”  He was also keenly aware that domestic oil prices were artificially low compared to 

continuing escalation in the price of imported oil.  As a consequence of these pricing 

inconsistencies, waste was actually encouraged, exploration and production for oil and natural gas 

were discouraged, and alternative energy sources (such as synthetic fuels) were underdeveloped.  

Carter’s many public addresses on energy were falling on deaf ears, and voters appeared 

increasingly apathetic and aggravated.  Carter later observed that “the public lacked interest in 

energy except when long gas lines formed or a sudden price increase made people angry,” and 

both were occurring with increasing frequency.
144

  Summarizing his overwhelming sense of 

frustration in April 1979, Carter spoke to the nation from the Oval Office in a live radio-

television broadcast.  “The National Energy Plan, which I proposed in April 1977, was the first 

major effort to deal with all these [energy] problems.  Then, for eighteen long months, Congress 

debated, and special interests struggled for advantage.”  Reflecting on the outcome, he said, 

“Some of my original proposals were enacted, and the benefits are already obvious.  But 

proposals dealing with oil were not adopted, and we have now lost precious time that we could 

not afford.”
145

 

 As the first two years of the Carter administration drew to a close, the president and his 

energy aide Schlesinger felt seriously wounded from the battle being waged to get this skeleton of 

a national energy plan passed.  Schlesinger wanted to resign, but the president persuaded him to 

remain.  Much important work lay ahead wherein Schlesinger’s expertise would prove essential.  

After the trials and tribulations of 1977 and 1978, the president could not imagine how much 

worse matters might possibly get in the New Year. 
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Chapter 3: Prelude to July 15, 1979: The Push for Synthetic Fuels 

Grows 

President Carter’s popularity hit a low point in July 1978.  His 39-percent approval rating 

coincided with increasing public concern over the high cost-of-living and a weakening economy.  

Furthermore, despite Carter’s repeated dire warnings, only 60 percent of Americans were aware 

of the country’s reliance on foreign oil.  More than one in four citizens still believed the United 

States produced enough oil and gas to meet its own energy needs.  Carter’s year-long crusade to 

convince the public about the seriousness of the nation’s energy problems had clearly not 

succeeded.  By the end of the year, Carter’s popularity was a tad bit over 50 percent – 51 

percent.
1
  Political columnist Hugh Sidey of Time observed that the president had focused his 

concentration, as well as his administration’s, on controlling inflation, and stressed saving over 

spending.  Carter began demonstrating more decisive leadership instead of trying to be everything 

to everybody.
2
 

Nonetheless, the “Great Carter Revival” turned out to be a short-lived phenomenon.  A 

difficult learning experience for Carter in 1978 was facing the emasculation of the recently 

enacted National Energy Plan (NEP).  He had learned the importance of having a network of 

positive relationships within the Washington establishment, particularly with Congress and the 

press.  Belatedly, he realized that his attitude of moral self-righteousness often provoked an extra 

measure of resentment and hostility from the media, increasing their determination to unearth 

some scandal to humble and embarrass him in his evangelism.  Years later, Carter acknowledged 
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that his style of governing included “an attitude of piety that aggravated some people,” even 

though it was the source of his political success in 1976.
3
   

 By the end of 1978, there was a new challenge as it was clear to Carter that inflation now 

ranked as “Public Enemy No. 1.”  It gave the administration a better sense of mission than it had 

had during the first two years.
4
  Robert Strauss, the president’s trade counselor, probably oversold 

what was feasible when he claimed that “the Carter inflation fight will be a Camp David 

performance raised to the tenth power[,]” which, of course, elevated expectations into the 

stratosphere.
5
 

 But, just as Carter was starting to earn public plaudits and attract a few political allies on 

the home front, a major American energy ally in the Mideast experienced a cataclysmic upheaval.  

Supporters of Ayatollah Ruhollah Khomeini forced Reza Pahlavi, Shah of Iran, to leave that 

country on January 16, 1979.  The religious extremist Khomeini returned to Iran from France two 

weeks later on February 1, 1979, following fifteen years in exile.  

 Problems in Iran’s oil output initially became evident in late 1978, with strikes and the 

departure of several foreign technicians.  By the end of the following year, in mid-December 

1979, Iranian oil output plummeted by over 70 percent.  At the end of December, Iranian 

production was at a twenty-seven-year low of 500,000 barrels per day, with a total cessation of 

exports.
6
  Friendly relations with Iran were also vital to the political interests of the United States.  

Iran shared a 1,600-mile border with the Soviet Union, providing a barrier to the spread of 

                                                           
3
 Interview with Jimmy Carter, Miller Center Interviews, Carter Presidency Project, vol. 19, November 29, 

1982, 70, Jimmy Carter Library. 
4
 “1979 Outlook:  Recession,” Time, December 25, 1978, 50. 

5
 Sidey, “The Crux of Leadership,” 4. 

6
 Joseph A. Yager, “The Energy Battles of 1979.”  In Energy Policy in Perspective:  Today’s Problems, 

Yesterday’s Solutions, Crauford Goodwin, ed.  (Washington, DC:  The Brookings Institution, 1981), 603. 



102 

 

communism in the Middle East.  The boundary also provided locations for top-secret US listening 

posts (CIA code name “Tacksman”), yielding highly valuable intelligence information related to 

Intercontinental Ballistic Missile Development.
7
  Many American allies (including Europe and 

Japan) relied heavily on Iran’s oil exports – particularly Israel.  Over 70 percent of Israeli 

petroleum needs were met by oil from Iran, even though less than 10 percent of US oil imports 

originated in Iran.
8
  Under the Shah’s leadership, Iran opted out of the 1973 oil embargo, instead 

providing a consistent and reliable oil supply to the United States when it was cut off from 

several other Mideast sources.  Finally, Iran had a significant voice in OPEC’s pricing policies, so 

it was beneficial to America’s relations with OPEC to remain in good standing with Iran. 

 The turmoil in Iran caught Washington completely off guard.  Indeed, the president 

reprimanded the Central Intelligence Agency for its failure to give advance notice about the rapid 

deterioration in the political situation there.
9
  Numerous early warning signs had surfaced during 

the preceding year, but the Carter administration appeared oblivious to them.  Professor James 

Bill, director of the Center for Middle Eastern Studies at the University of Texas at Austin, 

argued that US media coverage of the Iran events had “over the years been consistently sparse, 

superficial, and distorted.”  In Bill’s opinion, “[m]ajor newspapers such as the New York Times, 

the Washington Post, and the Wall Street Journal ha[d] been especially weak in their reporting on 

Iran, misrepresenting the nature and depth of the opposition to the Shah.”
10

  What probably 

troubled Carter most about the Iranian situation was that it jeopardized his single-minded focus 

on coping with the inflation problem in the United States. 
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 The January 15, 1979, issue of U.S. News & World Report featured an article titled “Iran: 

Carter’s Biggest Crisis.”  It detailed the “high stakes” represented in this threat to a vital source of 

oil for the West, as well as the increased danger of Soviet expansion.  The article succinctly 

identified two serious handicaps that hampered President Carter’s decision-making ability:  

failure of political intelligence and the sharp split within the administration over what course of 

action to pursue with Iran.
11

  The latter was not an easily resolved problem.  According to 

Eizenstat, “[T]he fall of the Shah . . . was the watershed event of the Carter administration.”
12

 

 Despite the troubles in Iran, inflation remained the public’s number one concern, 

receiving the bulk of Carter’s attention in his 1979 State of the Union address.  The president 

gave minimal attention to energy, mentioning the topic only twice.  Carter called on Congress “to 

take other anti-inflation action . . . to conserve energy, to increase production and to speed 

development of solar power. . . .”
13

 Listeners noticed that the president had declined to address 

seriously the energy topic in this important annual address.  His plea to increase production 

reflected the growth in domestic drilling activity for natural gas that took place after 1975, as the 

number of new producing natural gas wells drilled had increased over 80 percent by the end of 

1980 – from 9,438 to 17,132, due to the impact of the National Gas Policy Act (NGPA).
14

  “Is it 

conceivable,” Melvin Conant of the Petroleum Economist asked, “that the President, even with 

the uncertain quantity of oil to be expected from Iran and increasing strain between Riyadh and 

Washington, believes that ‘energy’ is of such low interest as to warrant virtually no reference to 

the subject in his annual policy review to the Congress and the citizens?” The president’s course 
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of action in ignoring the nation’s energy needs had generated an attitude of “apathy compounded 

by indifference” in Congress.
15

 

Carter already knew that he had spent a significant amount of political capital in securing 

passage of the NEP, and decided against revisiting the energy issue then.  The public became 

increasingly preoccupied with more pressing concerns about inflation and the high cost-of-living.  

A Gallup survey at the time showed six in ten Americans (62 percent) considered the high cost of 

living/inflation as the most important problem facing the nation.  The public ranked international 

problems/foreign policy as the second most critical item, registering 18 percent, while energy 

came in third with 14 percent.
16

  Americans were exasperated from hearing about the energy 

crisis non-stop.  Carter had failed to establish public awareness, interest, or momentum on key 

energy issues.  Gallup commented that even though only four in ten (43 percent) Americans felt 

that the current energy situation was very serious, that figure represented “virtually the same 

percentage recorded in six previous surveys on the subject covering a period of nearly two 

years.”
17

  The president’s warnings had fallen on deaf ears. 

With the passage of the NEP, which also included the NGPA, the White House believed 

the nation’s energy crisis had been temporarily resolved.  The NGPA set out a series of maximum 

lawful prices for various categories of natural gas, including gas sold in both interstate and 

intrastate markets.
18

  As a result, natural gas drilling increased dramatically, quickly creating a 

surplus.  Energy Secretary Schlesinger announced on January 9, 1979, a “major shift in the 
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Administration’s energy policy . . . the United States would emphasize increased . . .consumption 

of natural gas . . . to reduce oil imports.”
19

 

Two days later, Carter forwarded to Congress a fifty-page expanded version of the State 

of the Union address, in which energy accounted for little more than three pages that built “upon 

the framework of the National Energy Act.”  The communication lacked any mention of two 

critical components:  decontrol of crude oil prices and development plans for a synthetic fuel 

industry.
20

  This oversight suggested that either Carter lacked specific details for his energy 

strategy or it was not among his priorities.  The same understated approach regarding energy 

issues also characterized the president’s budget message and his economic report, both of which 

were delivered along with the State of the Union address to the new Congress in January 1979.
21

   

The 1980 fiscal budget Carter presented to Congress reduced funding for the Department 

of Energy from an estimated $8.6 billion in fiscal 1979 to $7.9 billion in fiscal 1980, and “two 

large demonstration projects for creating synthetic fuels from coal were cut.”
 22

   One project was 

eliminated entirely from the 1980 budget, and the administration also sought to rescind this 

project’s $19 million in outlays that passed in the 1979 budget.  A second project was also cut.  

With inflation now recognized as the nation’s most serious foe, Carter declared he wanted a “lean 

and austere” budget, with political leaders on both sides in agreement on the need for spending 

restraint to help ease inflationary pressures.
23
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Schlesinger’s attitude about the Iranian situation probably contributed to energy’s low 

position on the president’s list of priorities.  To the energy secretary, Iran was a nonevent.  On 

January 9, 1979, when he announced the administration’s new natural gas policy to reduce 

imports, Schlesinger said, “Iran could get production back to four million barrels a day within 

two months after a ‘political revolution’ of the present civil conflict.”
24

  Previously, the 

production level had been six million barrels per day.  Schlesinger expressed no concern and 

showed no comprehension of the potential impact the Iranian crisis would eventually have on the 

United States and its allies.  The Petroleum Economist magazine reported that Schlesinger 

waffled regarding the ramifications of losing access to imports of Iranian crude.  He “first 

reported there would be no problem for twelve months; within several weeks it became six 

months, and the latest is less than three.”  Finally, “these confidence-building assessments [were] 

accompanied by a reference to a probable need for ‘allocation’ but not for ‘rationing.’”
25

 

As 1979 unfolded, Carter would not “signal” to international friends and foes American 

intentions with respect to Iran and the Middle East.  This loss of stature was both a cause and 

effect in the president’s handling of foreign policy.  “There was a pervasive sense at home and 

also abroad that Carter [was] not in command.”
26

  Observers commented that no one event or 

mistake had produced this new season of political depression for Carter. But, the Iranian 

revolution had the immediate effect of making oil prices soar.  The posted price for West Texas 

intermediate crude oil climbed from a stable $14.85 per barrel throughout 1978 to $32.50 per 

barrel by year-end 1979.  At that time, the record high world price of $39.50 per barrel was 

sustained from April 1979 through the end of 1980, representing an increase of 166 percent over 
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the twenty-month period.  Although price quotes for Iranian crude are not available on a monthly 

basis, the annual year-end price of Iranian crude rose from $12.81 in 1978 to $28.50 in 1979, and 

reached a high-point of $37.00 in 1980, reflecting an unprecedented 189 percent increase for the 

two-year period.
27

 

In spring 1979, three prominent Washington insiders circulated an influential 

memorandum about a plan to boost US oil output and break OPEC’s grip on the nation.
28

  The 

three authors were Paul Ignatius, former secretary of the Navy (1967-69); Lloyd Cutler, 

prominent Washington attorney and White House counsel to President Carter; and Eugene 

Zukert, former secretary of the Air Force (1961-65) and a member of the Atomic Energy 

Commission.  The writers argued that the United States needed “to create a substitute for natural 

petroleum” to protect the country from the vagaries of crude oil prices, as set by the OPEC 

cartel.
29

  Referencing the nation’s experience with synthetic rubber, aluminum, and other raw 

materials during World War II (as well as the Korean War) they suggested that “the United States 

could create additional [crude] capacity from synthetics.”  If the nation has the “will,” it “can 

create a synthetic oil industry capable of producing 5 million barrels a day.”  This goal could be 

accomplished “within five to ten years from sources such as shale, tar sands, heavy oil, coal and 

farm crops.”
30

  The estimated costs for the proposed program would be $20 billion to $40 billion 

annually over the next five to fifteen years, for each one million barrels of synthetic capacity, or 

$100 billion to $200 billion.  The technology is “proven,” the authors concluded.   
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To carry out this program, the three energy commentators recommended that Congress 

create the Petroleum Reserve Corporation (PRC) to be led by an established business executive 

such as John deButts, recently retired chair and chief executive officer of AT&T.
31

  The PRC 

would be authorized to issue federally guaranteed bonds and enter into market-guarantee 

agreements.
32

  Before a Senate subcommittee, Ignatius testified that the three writers became 

concerned about the energy problem in early 1979.
33

  In April, they put their ideas into a 

memorandum and sent it “to a number of members of the administration.”
34

  Ignatius and his co-

authors “were particularly interested . . . in looking for models from the past that were proven 

ways to deal with problems such as” the 1979 energy crisis.
35

   

In Cutler’s testimony before the same committee, not only did he suggest deButts for 

chief executive officer of the PRC, but he also proposed Frank Cary, chief executive officer of 

IBM, as another potential head of the PRC.  Cutler and Ignatius liked these two men as 

candidates for the PRC leadership position because they had both been chief executives of major 

corporations, and had financial experience – and neither had a direct tie to the energy industry.
36

  

To lead Carter’s Energy Mobilization Board, Cutler put forward John Gardner.
37

  Cutler favored 

Carter’s plan as outlined in the president’s July 15, 1979, address to the nation.
38
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Walt Rostow, former head of the National Security Council under President Lyndon 

Johnson, proposed a similar concept in an article published June 1, 1979, in the Wall Street 

Journal.
39

  Rostow wrote that the nation “should undertake the massive program which will 

accomplish for the synthetic production of oil and gas what public and private cooperation 

achieved for synthetic rubber in the early days of World War II.”
40

   New York Times columnist 

James Reston commented on these suggestions in an essay titled “How to Recycle The Past.”
41

  

Reston reported there existed “a fundamental division within the Carter Administration about 

facing the financial and also political costs of such a program.”
42

  Some advocated that the energy 

crisis really was the “moral equivalent of war,” while others believed that the oil crisis was a 

temporary phenomenon that would quickly pass. 

Stepping into the breach created by a lack of presidential leadership, Rep. William S. 

Moorhead (D-PA), chair of the Subcommittee on Economic Stabilization, opened hearings March 

13, 1979, on what became known as the Moorhead Synfuels Bill (HR 3930), or the Defense 

Production Act Amendments of 1979.  This legislation passed the House of Representatives on 

June 26, 1979, by a vote of 368 to 95.  Moorhead designed his bill “to put America in a much 

stronger defense posture to deal with potential energy shortages stemming from our growing 

dependence on foreign oil imports.  This dependence is universally recognized as a serious and 

major danger to the national security.”
43

  In his hearings on the bill, Moorhead stressed that the 

                                                           
39

 Walt Rostow, “A New Energy Partnership,” Wall Street Journal, June 1, 1979, 20. 
40

 Ibid. 
41

 James Reston, “How to Recycle the Past,” New York Times, June 8, 1979, A31. 
42

 Ibid. 
43

 United States Code, Congressional and Administrative News, 96
th

 Congress—2
nd

 Session 1980, vol. 3.  

(St. Paul, MN:  West, 1981), 2023, 2039. 



110 

 

country faced a “major energy crisis in regard to liquid fuels.”
44

  The Department of Defense 

participated in all of the hearings, emphasizing DOD’s vulnerability to energy shortages and the 

threat to national security posed by inadequate “mobility fuels” – liquid hydrocarbon fuels such 

as gasoline, diesel, and jet fuel.  The 1973-74 oil embargo, DOD representatives testified, 

provided the first dramatic example of the nation’s vulnerability to foreign petroleum supplies. 

Dr. Ruth Davis, deputy undersecretary of Defense for research and advanced technology, 

stated that in the collective judgment of DOD senior management, “the only relatively near term 

solution to [the vulnerability of mobility fuels to supply interruptions] and [the] serious national 

security problem is for the United States to accelerate the commercial development of synthetic 

fuels.”
45

  Crude oil imports into the United States had increased more than 152 percent above 

1973 levels, according to Davis.
46

  Rep. Harold Runnels (D-NM) had been to South Africa and 

pointed out that South Africa had “3 years’ supply of oil in the ground,” while the United States 

was not producing “anything from synthetic fuels.”  He slammed the DOE, stating, “That Mickey 

Mouse Department of Energy . . . can’t even get a drop of oil out of its strategic storage.  They 

forgot to put pumps on it to get it out.  Now that’s how smart they are, after spending $26 
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billion. . . .”
47

  The DOD testimony in support of Moorhead’s bill resulted in the DOD receiving 

the preferential right to procure and take delivery of any military fuel(s) produced by any project 

that received financial assistance under the bill.  With this stipulation, the Union Oil project had 

to supply jet fuel to the DOD from its oil shale project (see Chapter 8). 

Moorhead’s legislation had four purposes:  (1) It identified national energy resources as 

vital elements in national defense preparedness. (2) It recognized that the country’s heavy 

reliance on imported petroleum from the most politically unstable area of the world—the 

Mideast—was detrimental to national security. (3) It provided the president with the prerogatives 

of the Defense Production Act of 1950 (DPA).  (4) It amended the DPA to permit a “fast-start” 

interim synthetic fuels program until the president declared the US synthetic fuels program fully 

operational.
48

 

The Moorhead Bill amended the Defense Production Act to allow government purchase 

and price guarantees for synthetic fuels, authorizing up to $2 billion for them.
49

  The original 

DPA, passed in 1950 under President Harry Truman, allocated quantities of strategic raw 

materials for defense and the maintenance of national security.
50

  The Moorhead legislation 

established a national production goal of 500,000 barrels a day of the crude oil equivalent of 

synthetic fuels, to be attained within five years for national defense purposes.  The momentum for 

getting the Moorhead Bill quickly under way concerned Treasury Secretary Michael Blumenthal, 
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as his memo dated March 14, 1979, to President Carter shows.  Summing up the details of the 

twenty-one-page report accompanying his memo, Blumenthal concluded “the threat to national 

security and the economic strength of the nation from the growing dependence on foreign oil is 

[sic] more serious than ever.”  Rep. Moorhead’s committee wished to make clear “that assured 

and reliable domestic energy supplies [were] just as important to a strong national defense as the 

ability to produce armaments.  In fact, the ability to produce and operate weapons systems 

depends [sic] on the ready availability of energy supplies.”
51

 

As Carter deliberated over various options for solving energy and inflation problems, his 

chances for realizing any lasting political success during his presidency dwindled.  While 

conservation appeared to be a possible way to ease the energy shortfall, even Carter had 

difficulties with his efforts.  Contradictions in his energy and economic policies tormented the 

president during his entire term.  The energy policy had initially stressed conservation, solar 

power, and rigorous air-quality standards.  As gas lines grew, though, Carter had been forced to 

put his environmental concerns on the back burner.
52

  Conservation was never really given 

serious consideration, beyond being merely one more nonviable add-on option for reducing the 

energy deficit.  In a memorandum dated June 12, 1979, to Jim McIntyre, director of the Office of 

Management and Budget, and Stuart Eizenstat, from Eliot Cutler, associate director in the Office 

of Management and Budget, discussed conservation.  Cutler dismissed the idea by writing that 
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“no matter how compelling the arguments for it, [conservation] was politically unattractive and 

[could] only be a part of a much broader strategy. . . .”
53

   

Another possible solution to the energy crisis that had special appeal for Carter was 

nuclear power, which had fascinated him for more than a quarter-of-a-century.  During his service 

in the US Navy between 1946 and 1953, Carter assisted in development of the world’s first 

nuclear-powered submarines.  He had not only a sense of adventure and challenge as the 

engineering officer of nuclear submarine Sea Wolf, but also the opportunity to serve under the 

distinguished leadership of (then) Captain Hyman Rickover.  Carter later admitted that Rickover 

“had a profound effect on my life—perhaps more than anyone except my own parents . . . .  He 

expected the maximum from us, but he always contributed more.”
54

  This naval experience 

furnished Carter with “a greater scientific background…than any [presidential candidate] before 

him.  His navy work . . . and his extensive experience with Admiral . . . Rickover’s Nuclear 

Propulsion Division gave him a substantial advantage in that he could bring an engineer’s 

understanding to the energy crisis.”
55

 

Nevertheless, nuclear power was not destined to have a major role in President Carter’s 

futuristic scenarios on energy independence.  It virtually disintegrated from Carter’s realm of 

possibilities in March 1979, with the near-catastrophic incident at Unit 2 of the Three Mile Island 

Nuclear Generating Station (TMI) near Harrisburg, Pennsylvania.
56

  Governor Richard Thornburg 
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advised pregnant women and preschool children to stay at least five miles away from TMI on 

Friday, March 30, and eventually 3,500 of these individuals – 83 percent – left the area.
57

  At 

some point during this crisis, approximately 144,000 people within a fifteen-mile radius of TMI 

evacuated – with 51 percent doing so on March 30, which became known as “Black Friday.”   

The TMI event resulted in raising critical concerns about the safety of nuclear power, and 

the future of nuclear power throughout the world, especially in the United States, was in doubt.
58

  

Noting the hazardous release of above-normal radiation levels, the October 1979 government 

report described the occurrence as “the worst accident in the history of commercial nuclear power 

generation.”
59

  Serious concerns, both nationally and internationally, had been raised about the 

safety of nuclear power.  After the incident, statements by Schlesinger, Carter’s energy secretary, 

did not bolster public confidence in the administration.  Instead, they confirmed just how out-of-

touch Schlesinger was with America’s sentiments when he observed that the “historical record” 

of nuclear power was “excellent.”  He contended that the risks were “relatively trivial. . . . .”
60

   

On the day of the accident, Schlesinger had commented that while he was concerned about the 

event, “he still believed the benefits of atomic energy outweighed the risks.”
61

  An editorial in the 

New York Times, “The Credibility Meltdown,” helped neither Carter nor his plans to stress 

nuclear power in an upcoming energy talk to the nation and Congress.
62

  After Schlesinger 

resigned, he said, “Even before the Three Mile Island accident, the U.S. nuclear industry was at a 
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standstill.”  There were no orders for new reactors.  Several states had implemented or were 

contemplating nuclear moratoriums.  Schlesinger wrote Carter on August 23, 1979, saying “[T]he 

industry was having serious doubts about continuing involvement in nuclear energy and the press 

and public were raising questions about whether the nuclear option was viable.”
63

 

A New York Times editorial mentioned the strange coincidence in the timing of the Three 

Mile Island incident and a just-released movie, The China Syndrome, starring Jane Fonda, 

Michael Douglas, and Jack Lemmon (see Figure 3.1).
64

  This movie about a similar accident was 

released twelve days before the real-life shocker at Three Mile Island, thus intensifying public 

phobia about the potential risks involved in the nation’s increased reliance on nuclear power.
65

  

Matters were only intensified by a line in the movie script describing the consequences of a 

nuclear meltdown as rendering permanently uninhabitable an “area the size of the state of 

Pennsylvania,” eliciting screams from some theatergoers who lived near TMI.
66

   

By the film’s third weekend, when there is typically a drop-off in attendance, the eerie 

convergence of reality imitating art enticed moviegoers.  China Syndrome revenue remained near 

the same level as opening weekend.  A few weeks after the film’s release, one of the stars, 
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Michael Douglas, described the irony of the parallels between the movie and what occurred in 

Harrisburg as “[i]ncredible…I can’t put it together.  It’s disturbingly ironic.”
67

 

 

Figure 3.1.  The China Syndrome movie poster 

The day after the mishap, Sen. Gary Hart (D-CO), chair of the Senate Subcommittee on 

Nuclear Regulation, acknowledged that the “Pennsylvania accident raised ‘serious questions’ 

about the safety of nuclear power.”  Robert C. Byrd (D-WV), Democratic Senate leader, “urged a 

shift toward greater reliance on coal and transferring research funds from nuclear energy to 

coal.”
68

  Byrd never missed an opportunity to promote and tout his state’s most valuable and 

important resource.  Furthermore, he did everything he could in his position to enhance the power 

and prestige of his son-in-law, George Fumich, Jr., assistant secretary of Energy for fossil energy 

at the time.
69
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Another irony appeared in the prestigious New England Journal of Medicine on March 

29, 1979.  The Physicians for Social Responsibility (PSR) had placed a full-page advertisement to 

publicize their “Medical Statement on Nuclear Power,” which called for “a moratorium on the 

construction of nuclear power plants, [and] a phased withdrawal of existing plants.”  The ad 

continued with a brief description about the dangers of nuclear accidents:   “[A] single major 

accident might . . . render an area the size of Pennsylvania contaminated and uninhabitable . . .”
70

  

(Figure 3.2) 
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Figure 3.2.  Ad appearing in the New England Journal of Medicine,  March 29, 1979, vol. 

300, no. 13, xxxix 

TMI had a major ripple effect on the nuclear power industry.  J. Samuel Walker, historian 

of the United States Nuclear Regulatory Commission, writes that the accident had a dual legacy.  

It forced regulatory and operational improvements while increasing opposition to expansion of 
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nuclear power.
71

  From 1979 through 2008, no additional nuclear reactors were ordered in the 

United States, and sixty-three reactors were canceled.
72

 

The late-night comedy show Saturday Night Live of April 7, 1979, spoofed the, 

appropriately timed, April Fool’s Day – April 1– presidential visit to Three Mile Island – Two 

Mile Island in the skit – in “The Pepsi Syndrome,” a skit in which an overturned soda can causes 

a nuclear meltdown (Figure 3.3).  The “president,” characteristically overconfident from his 

training as a naval nuclear engineer, enters the nuclear chamber, only to be exposed to a heavy 

dose of radiation along with “Violet,” a black maintenance worker portrayed by male comedian 

Garrett Morris.  The two grow to over 100 feet in height, exchange a kiss, become engaged (with 

Violet replacing Rosalynn Carter as First Lady), and reaffirm their hearty support for the 

continued construction of nuclear power plants.
73
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Figure 3.3.  Saturday Night Live "Pepsi Syndrome" opening scene on April 7, 1979 

 

The TMI incident – along with the movie, Saturday Night Live skit, and associated news 

reports about the calamity – doomed further interest in using nuclear power to reduce the nation’s 

dependence on imported crude oil to meet America’s energy needs. 

Although visions of what could be accomplished with nuclear power were dashed by the 

near-disaster at Three Mile Island, the president and his advisors still felt the onerous burden of 

America’s growing dependence on crude oil imports.  Earlier in the week of the TMI mishap, 

OPEC oil ministers from Nigeria, Algeria, and Libya made public their intent to add a $4-per-
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barrel surcharge on top of the 9 percent price increase that had already been announced.
74

  The 

Carter administration referred to the price hikes as “untimely and unjustified,” while 

acknowledging the NEP “did not deal with oil imports and oil pricing” but assuring the public 

that these issues would be dealt with in an upcoming presidential speech.
75

   

The confluence of events motivated Carter to address the nation from the Oval Office on 

April 5, 1979.  During that talk, he explained that the Three Mile Island incident served as a key 

reminder that the United States needed to accelerate its energy conservation efforts.  The 

president again cautioned the American people about their excessive dependence on “oil from 

foreign countries.”  To reduce imports, Carter said he would begin “phased decontrol of oil 

prices” over the next twenty-eight months, reiterating an earlier commitment he had made at the 

July 1978 Bonn Economic Summit.  “In order to discourage excessive consumption of oil and to 

encourage the movement towards coal,” Carter said that “the U.S. remains determined that the 

prices paid for oil in the U.S. shall be raised to the world level by the end of 1980.”
76

 To prevent 

the oil companies from reaping “huge and undeserved windfall profits,” the president wanted a 

“windfall profits tax . . . with the tax money [to] go into an Energy Security Fund.”  His goals for 

this fund were to protect low-income families from energy price increases, improve mass transit 

options, and provide money for research and development.  For the first time, the president 

mentioned coal gasification, coal liquefaction, and oil shale as part of his proposed solutions.  The 
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concept came across as an afterthought, however, as it appeared near the end of his lengthy 

oratory.
77

 

Following up on this address one month later (May 7, 1979), the president outlined the 

second part of his National Energy Plan.  Referencing his April 5
th
 energy message, Carter 

restated why he had proposed the windfall profits tax, as well as his intention to use the money to 

establish an Energy Security Trust Fund.  He “brushed aside” environmental concerns with his 

proposed Energy Mobilization Board that underscored his desire to reduce the “red tape which 

[was] tying up many needed energy projects.”  Although he risked antagonizing 

environmentalists, he also mentioned “hav[ing] signed an Executive Order to expedite Federal 

decision-making for certain energy projects, which are deemed to be in the National interest.”
78

  

Whether he liked it or not, Carter had no choice but to modify his position.  “Solving the nation’s 

energy problems is essential to our economy and our security. . . .  [W]e must not fail in ending 

the energy crisis.”
79

  By then, the president was far more receptive to the idea of stimulating the 

development of domestic fuel supplies, an attitude that contrasted dramatically with his earlier 

strict emphasis on conservation.
80

 

From the beginning of 1979, Carter’s political advisors had been sensing a “presidency in 

deep political trouble.”  Many felt he was becoming “indecisive.”   Close aides painted a picture 

“of some key decisions [being] given little aeration . . . of . . . improvisation, of failure to 
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anticipate the consequences of certain actions, and of differences among advisors over what . . . 

the Administration’s approach was to be.”
81

 

From early spring 1979, the president was bombarded with disheartening news from his 

personal pollster, Patrick Caddell.  Recent data compelled Caddell to make “yet another attempt 

to convince Mr. Carter that he was in terrible political trouble, that the nation was suffering a 

crisis of belief and spirit which would make it difficult for any president to govern, and Caddell 

advocated for the president to take bold ‘breakthrough’ actions.”  Not only was Carter’s approval 

rating slipping again, but Caddell also reported numbers indicating that “for the first time, a third 

of [the] American people were pessimistic about their own lives.”
82

  The results reflected that 

“almost half of the American people were pessimistic about the long-term future of the country 

(as opposed to thirty-percent in 1975, when the country had just gone through Watergate and was 

in a deep recession). . . . .”
83

 The people being polled registered serious doubts that it made any 

difference who was elected.  Americans seemed equally dubious about whether they had any 

impact on government, or whether politicians even cared about inflation, taxes, or them. 

In Caddell’s view, among the factors contributing to rising levels of public dissatisfaction 

were that Americans “tended to look to government for solutions; that society was losing its 

confidence in the future; and, traditional values were breaking down and were being replaced by a 

search for fulfillment of the self, immediate gratification, and narcissism.”  Caddell scheduled a 

two-hour breakfast with the First Lady to break the news to her initially.  Securing Rosalyn Carter 

as an ally was a wise strategy to force Jimmy Carter to recognize that he could not afford to wait 
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any longer to give his presidency a new cast – a new sweep, a new toughness, and a new sense of 

control and direction – without risking failure as a leader – and with that, improve his chances for 

reelection.
84

 

By May 1979, the problem of long lines of cars at gas stations due to purchase 

restrictions of gasoline had become a significant nuisance to California motorists.  Carter again 

reprimanded citizens on May 15 for refusing “to face the inevitable prospect of energy 

shortages,” but many still remained convinced “there is no energy shortage and there’s not going 

to be an energy shortage.”
85

  The gas-line problems quickly spread across the nation.
86

  (Figures 

3.4 and 3.5).  By Memorial Day weekend, only a few isolated rural locations nationwide had 

adequate supplies of gasoline.  One way states coped was by implementing the new odd-even 

rationing scheme, which originated on June 20, 1979, in New York, Connecticut, and New 

Jersey.  Other states soon followed.
87

  Drivers whose vehicle license plates ended in odd numbers 

could purchase gas only on odd-numbered days, while those with plates ending in even numbers 

could purchase gas only on even-numbered days (see Figure 3.4).  Under the New York law, 

motorists and gas station owners who violated the alternate-day purchasing plan could have been 

fined $1,000.
88

  The Washington Post reported:  “The Automobile Club of New York advised its 

members, for the first time in history, to stay home for the weekend.”
89

  When the price of 

gasoline passed $1.00 per gallon, many stations encountered a unique problem:  Most gasoline 
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pumps were not equipped to compute a unit price more than 99.9 cents per gallon.  When the 

stations began pricing above a dollar, most went to half-gallon pricing and some even went to 

metric pricing, or cents per liter.
90

 

                                   

Figure 3.4.  Monday, June 18, 1979.  The gasoline supply problem that plagued the West 

Coast of the United States during May 1979 reappeared on the East Coast.  States like New 

York, New Jersey, and Connecticut coped with long lines of cars, limits on gas purchases 

and higher prices.  All three states initiated odd-even-day plans in hopes of shortening the 

long lines.  The photograph shows an attendant filling a car at a Texaco station on First 

Avenue and 37
th

 Street in NYC.    (Photo by Brain F. Alpert, in author’s possession) 
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Figure 3.5.  In 1979, a gas line formed at the Hess station at 44th Street and 10th Avenue.  Sara 

Krulwich/New York Times, November 9, 2012, A17. 

 

Gasoline shortages did play a role in the 1980 election.  A rare political pin from the 1980 

presidential race, issued by anti-Carterites looks at the crisis from a humorous point of view, 

mocking the peanut farmer president (see Figure 3.6). 
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Figure 3.6.  This very unusual Jimmy Carter item is a two-and-one-quarter-inch celluloid 

mirror picturing a peanut on wheels as the answer to the gasoline crisis.  (In author's 

possession) 

 

During this 1979 gasoline crisis, the Senate held two days of hearings on the shortages – 

Tuesday, May 22, and Wednesday, June 6.  At these hearings, Sen. Donald Riegle (D-MI) 

remarked that the “energy problem is rapidly overtaking inflation as the Nation’s No. 1 economic 

and political issue.”
91

  Riegle observed that “public outrage [was] building” and that the 

American people “don’t know who to trust.”
92

  There was a general feeling that Carter was not 

providing leadership on this issue.
93

  Some of the meeting participants stated that the Department 

of Energy regulations were “impossible to understand and that it has been even more difficult to 
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get any official, within that department, to give explanations on those regulations.”
94

  Joseph 

Downer, executive vice president of Atlantic Richfield Oil Company, suggested that the United 

States was currently dependent on oil for 40 percent of its energy, and 50 percent of that supply 

came from abroad – with OPEC controlling 50 percent of the world’s oil supply.  This situation 

threatened all US economic and security bases.
95

  The committee found four major causes of the 

1979 gasoline shortages: 

 Iran 

 Inadequate gasoline refining capacity 

 Government policy 

 Hoarding
96

 

  

Deputy secretary of energy, John O’Leary, attributed the gasoline shortage principally to 

the delayed impact of curtailment of Iranian oil production and to low inventories of US refiners 

in early 1979.  Confusion remained, and Carter directed the DOE in investigate.  Their report was 

issued on July 24, 1979, and attributed the gasoline shortage to a shortfall of 800,000 barrels per 

day during February through March 1979 in the level of imports necessary to meet demand.  The 

General Accounting Office (GAO), at the request of several members of Congress, prepared and 

issued a report on September 17, 1979.  The GAO found that as a result of the Iranian shut off, 

the US experienced an average shortfall of crude oil imports of 600,000-700,000 barrels per day 

during the first four months of 1979.  Compensating actions to mitigate this shortfall were not 

successful, and had a disproportionate effect on gasoline supplies in some areas because of 
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DOE’s allocation and price regulations.  No evidence of hoarding was found.
97

  In his article, 

“The Petroleum Crisis of 1979,” Philip Verleger of Yale University was critical of DOE price and 

allocation regulations. 

The Department of Energy, at the time of the gasoline shortage, responded in a confusing 

manner, trying unsuccessfully to calm the mounting anxiety among motorists.  Earlier it had set 

up an absurdly complex gasoline allocation system.  Policymakers first formulated the rules by 

which companies had to allocate energy products during the Arab oil embargo of 1973-74.  These 

regulations had originally been designed to protect vendors instead of consumers.  Despite 

amendments by regulators, these directives still fell far short of easing the crisis.
98

  Critics 

charged the DOE with bungling because it had predicted gasoline supplies would be more 

plentiful in June than in May 1979.  Officials later confessed, however, that they had no idea how 

much gas would be available for purchase during the rest of the month, the summer, or even the 

year.
99

 

In mid-May 1979, probably as a result of recent national events, the first hint surfaced of 

a Carter administration initiative for a “quasi-governmental corporation” to deal with the nation’s 

growing energy nightmare.  A handwritten note dated May 17, 1979, from Stuart Eizenstat, 

domestic policy advisor, to Katherine P. Schirmer, his senior energy adviser, read:  

I am quite convinced Congress & the American people want a Manhattan-

type project on alternate energy development.  There is almost a 

desperation on this issue.  Our Energy Security Fund creates a potential 

vehicle.  What is lacking is a credible organizational structure.  Please 
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explore the possibility of a special governmental or quasi-governmental 

corporation run by a preeminent American.  It could be within DOE but 

must have some visibility.  No one will believe we’re serious, even with 

the Security Energy Fund, if it is run by current DOE set-up.  Please 

expedite.
100

 

 

 Shortly afterward, Charles Duncan, previously deputy secretary of Defense in the Carter 

administration, was named the new energy secretary.  Les Francis, a senior White House aide, 

wrote to Chief of Staff Hamilton Jordan:  “Our biggest political risk in the energy area is that we 

will continue to look like we don’t know what we’re doing.”
101

   Eizenstat recognized that the 

pulse of the nation on energy issues was shifting.  On June 15, 1979, a Wall Street Journal 

column mentioned that proponents of synthetic fuels insisted that “new fuel development is ‘less 

politically painful’ than conservation.”  The column further stated that “[o]peration of any 

program by the much-maligned Energy Department is ‘the kiss of death’. . . .”
102

 

 The Louis Harris polling organization determined in early June 1979 that the public 

mood reflected an increasingly favorable response toward an alliance with business.  At that time, 

70 percent favored and 15 percent opposed “government and big energy companies . . . work[ing] 

jointly together on the development of new sources of energy.”  While the positive figure had 

increased slightly over the course of the previous year, any improvement was noteworthy because 

it showed that despite the “rising furor of the public against the oil companies . . . they fe[lt] that 

the way out of the . . . energy crunch [would] only take place if there [were] a massive joint 

venture effort by the government and the energy companies.”  Pragmatism trumped public anger.  
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People were not eager to delegate responsibility for the nation’s energy future to big oil and 

natural gas companies, but rather accepted the reality that these companies “ha[d] the professional 

know-how to do the job.”
103

 

 Carter received a letter from Cliff Garvin, Jr., Exxon board chair, dated June 4, 1979, 

acknowledging that the president had an opportunity to convince “government, industry, and all 

interested groups” to deal cooperatively with the energy problem.  Garvin eloquently addressed 

the need to “come together in a renewed sense of national unity. . . .  Differences of view on 

individual issues, no matter how important they may seem from our individual perspectives, 

should not hinder our common efforts to deal with this serious national problem.”  Among other 

proposals, Garvin advocated a national effort promoting the development of synthetic fuels that 

would require cooperation between industry and government.   Carter responded to Garvin’s 

letter on July 2, 1979, by stating, “We are implementing many of the recommendations you have 

made and will carefully study the others.”  Garvin pledged “to do all that [he could] to contribute 

to a satisfactory result.”
104

 

 Carter knew well that large price increases by OPEC as well as America’s addiction to 

imported oil exacerbated inflation.  To break the inflationary cycle, the nation must find a way to 
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overcome its excessive dependence on imported crude oil, which for 1979 exceeded 45 percent of 

the total domestic supply.
105

 

 Without offering any direction on these pressing energy issues gripping the country, 

President Carter departed the nation’s capital for the Tokyo Economic Summit on June 23, 1979.  

Simultaneously, OPEC conducted its own meeting in Geneva, Switzerland, to discuss its favorite 

topics:  oil prices, production rates, and schedules.  From almost halfway around the globe, 

actions of the oil ministers cast a dismal pall on the Tokyo festivities. OPEC decided to raise the 

price of oil to between $20 and $21 per barrel, “up 15% just from last week, 50% since January 1, 

and 1000% from the $1.80 price at the start of the ’70s.”
106

 

 To dampen the mood at the Economic Summit even further, foreign leaders united 

against President Carter, venting their combined frustration that “the U.S. hadn’t yet started on 

the way toward energy conservation.”  These leaders expressed doubts as to whether America 

would make good on Carter’s pledge to curb oil imports by one million barrels a day.  They 

remembered 1977, when there had been “another U.S. pledge on conservation that was 

conveniently sidetracked.”
107

  The president later admitted that he felt “diminished” at the Tokyo 

Economic Summit, “where he was the leader of the free world and yet felt less experienced . . . 

and less competent . . . than his fellow conferees.”
108

  In his memoir, Carter recalled that “the 

European countries and Japan had done much more to conserve energy since the oil shocks of 

1973 than had the United States. . . . ”
109
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 After the Tokyo Summit, the president flew to Seoul, South Korea, for a brief visit.  

Then, at Eizenstat’s urging, Carter abruptly flew directly back to Washington, skipping a planned 

three-day Hawaiian vacation.  Eizenstat’s communication alerted Carter to the increasing severity 

of the domestic energy problems.  The latest complication was a strike of independent truckers 

over the mandated standards on weight and length that had motivated truckers to take circuitous 

routes, dramatically increasing the fuel consumed by the trucks.
110

  Growing gas lines, with 

incidents of increasing violence, had expanded rapidly from the Northeast to the Midwest.  

Further, inflation was now accelerating at an annual rate of 13 percent, and the most recent 

consumer price indices showed an alarming 55 percent increase in gasoline prices since 

January.
111

 

 By the time Carter returned from the Tokyo Summit, his approval rating had dropped to 

twenty-five percent, lower than Nixon’s.
112

  On July 1, 1979, Martin Schramm of the Washington 

Post remarked that Carter’s slide in the polls was beginning to plummet.  Both major polls, 

Gallup and Louis Harris, concurred that public opinion of the president had fallen to new lows.  

Carter’s handling of the energy crisis, or lack thereof, caused overwhelmingly negative reviews.  

The public was placing all of the blame on him.  Adding insult to injury, polling data indicated 

that Sen. Ted Kennedy (D-MA) was preferred 2-to-1 over Carter for president by Democrats.
113

   

It was increasingly evident that tempers were growing shorter as gas lines grew longer.  

In the last half of June 1979, over 2,500 angry phone calls about the gas lines had flooded the 

White House switchboard.  The Wall Street Journal reported, “Carterites flounder in the energy 

                                                           
110

 Memo from Jack Watson to President Carter, June 26, 1979, File:  6/22/79-7/1/79[1].  Staff Offices, 

Office of Staff Secretary, Handwriting Files, Box 137, Jimmy Carter Library; Memo from Stu Eizenstat to 

President Carter, June 28, 1979, file:  6/22/79-7/1/79[1].  Staff Offices, Office of Staff Secretary, 

Handwriting Files, Box 137, Jimmy Carter Library. 
111

 Yager, “The Energy Battles of 1979,” Energy Policy in Perspective, 623. 
112

 Drew, 53. 
113

 Martin Schramm, “Gas Crisis:  Color the White House Blue,” Washington Post, July 1, 1979, A1. 



134 

 

morass, showing frustration or despair.”  The “apparent confusion” was causing a “loss of public 

confidence” in the administration.  As secretary of Energy, Schlesinger received the bulk of the 

blame.
114

  He resigned on July 20, 1979. 

 According to the June 1979 issue of the Gallup Opinion Index, the energy issue had 

moved up to second place in the priority of public concerns.  Until this point in the Carter 

presidency, the high cost-of-living and unemployment had consistently been the first and second 

issues, respectively, based polling data.
115

  The general attitude of the voters now was “angrier 

and uglier,” in the view of Rep. Peter H. Kostmayer (D-PA).  His comments, combined with the 

results of a Washington Post phone survey of congressional leaders from a dozen states, indicated 

that people felt “Carter [was] a nice man, and honest, but they just think he’s not able to do 

anything.  He’s not up to the job.  Even the best Democrats talk like they’ve given up on 

Carter.”
116

  There existed “a real feeling of anger, [and] frustration.”  The public “just wanted 

somebody to do something.”
117

   

 In a memo to the president dated June 28, 1979, Eizenstat described the meeting that he 

and Vice President Mondale had on the previous day with members of the House. “[W]hen we 

briefed Members on the Tokyo Summit….[t]hey were almost completely uninterested in the 

Summit, and spent all of two hours talking about gasoline and related problems,” Eizenstat 

reported.  He continued that the problem of the “worsening short-term domestic energy crisis” 

was seriously heightened by press reports that the administration was unable to deliver on its 

existing commitments for petroleum distillate (hydrocarbon solvents produced from crude oil, 
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e.g., mineral spirits, kerosene) a few months hence (contracts for October 1979).  The situation 

was further compounded by conflicting signals and numbers coming from DOE.  The energy 

nightmare had deteriorated so badly that the “State of Maryland sued DOE for misallocating 

gasoline,” expecting that several other states were likely to follow suit with this “politically 

popular” retaliation against the administration.
118

  This information from Eizenstat compelled the 

president to alter his plans and return immediately to Washington, after the Tokyo Summit and 

his subsequent stop in South Korea. 

 Jody Powell, White House press secretary, and Gerald Rafshoon, Carter’s media advisor, 

recommended that the president give a speech on energy as soon as possible.  Carter agreed, and 

began preparing a talk to deliver on July 5, that would have been his fifth national address on the 

energy crisis.
119

  Powell had indicated to reporters that the president would present ideas on a 

large, crash synthetic fuels program, emergency gasoline rationing, and possibly new taxes for 

“gas-guzzler” automobiles.  Eizenstat, meanwhile, pushed to delay the speech so he could 

develop the synthetic fuels program on which he was working.  Public opinion specialist Patrick 

Caddell suggested it would be a serious mistake for the president to present yet another speech 

devoted solely to energy.  Additionally, Caddell thought that the president needed to address the 

broader questions, which he outlined in a 107-page memorandum.  Bowing to pressure from 

Eizenstat and Caddell, Carter on July 4 cancelled the speech scheduled for the next day without 

any explanation.
120

  The cancelation and Carter’s subsequent actions are discussed in chapter 4. 
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 The Washington Post noted a “genuine political despair, perhaps unmatched in any 

modern White House, except in those very last days of Nixon.”
121

  The pressure to do something 

on the energy crisis had become overwhelming.  In the July 5 issue of the New York Times (see 

Figure 3.7), the New Jersey Automobile Dealers Association purchased a full-page ad, with bold-

faced letters, one-and-a-half inches high, that exploded with the message:  “We can’t hear you, 

Mr. President.”  The ad continued: “Your silence makes the gas lines more painful.”  In the body 

of the message, the dealers said, “Somebody ought to tell you, Mr. Carter, that America’s biggest 

problem today is energy. . . .  [Y]ou seem to pay attention to everything but.”  The ad included a 

clip-out postcard addressed to the president, asking Carter to tell the sender precisely what was 

being done to resolve the energy problem.
122
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Figure 3.7. Full-page ad in New York Times, July 5, 1979, B5 
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The public pressure on Carter to do something continued on July 6, 1979, with a full-

page ad in the Washington Post paid for Business Week.  In large bold letters, it read “NUTS TO 

OPEC!” and advocated the use of synthetic fuels (see Figure 3.8).  The Post advertisement 

contained a copy of the full-page July 16, 1979, Business Week editorial that argued that with the 

“extortionate price increases imposed by” OPEC, the time for synthetic fuels had finally arrived.  

To finance such an enormous undertaking, the magazine urged that Congress could not wait any 

longer and must “establish a federal corporation – call it Synthetic Fuel Corp. – with the authority 

to finance or own synthetic fuels plants,” a superb prognostication of coming events.  Readers 

were encouraged to write their congressman, urging them to say “Nuts to OPEC!” as well.
123

  The 

New York Times ran the same ad on July 5, 1979, in the business section.    

The Post ad was placed strategically in Friday’s “Style Section” to garner a wider 

audience than the business section would, to put the general readership on notice that OPEC’s 

recent actions were going to affect their style and standard-of-living significantly.  The target 

audience was female, especially those women who had become accustomed to a certain lifestyle 

that was now in jeopardy.  Readers were encouraged to write their congressional representatives 

saying “Nuts to OPEC,” because the United States stood “beleaguered by a modern form of 

tyranny” just as sinister as the two countries the nation had conquered in World War II.  The front 

page of the July 6, 1979, issue of the Post announced in a bold headline, above the fold:  “World 

Recession Forecast Following Oil Price Rise.”  Carter predicted the OPEC crude price increase 

would cause the gross national product of the United States to decline by 2.5 percent in 1980 and 
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inflation to rise by 2.5 percentage points.  Since December 1978, OPEC had increased the price 

of oil an average of more than 60 percent, from $12.50 per barrel to as high as $22 per barrel as 

of July 1979.  Carter stated, “We have very serious problems with energy,” the nation was 

“substantially inconvenienced,” and “It is not easy being President these days.”  Had it ever been 

easy?  The nation’s standard-of-living was at stake and, with the president and his aides secluded 

at Camp David, Business Week knew the timing of this ad would enable it to be seen and read at 

the conference being held at the Maryland presidential retreat.
124
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Figure 3.8.  Ad in the July 6, 1979, issue of the Washington Post, E8 
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Eizenstat believed Carter needed to cast blame on someone for America’s mounting 

troubles, so he urged the president to “shift the cause for inflation and energy problems to OPEC, 

to gain credibility. . . to offer hope of an eventual solution, to regain our political losses. . . . .  If 

we fail to do so, the late hour may foreclose a similar opportunity again.”
125

  Later Eizenstat 

explained that the Middle East situation at that time was a “tinderbox” of instability.  From late-

1978 through 1979, the Carter administration was beset by a multitude of additional problems.  

The Iranian revolution followed escalating inflation at home, growing gasoline lines and soaring 

gasoline prices that began in spring 1979, reports of Soviet combat troops in Cuba over the 1979 

Labor Day weekend, and the Soviet invasion of Afghanistan near the end of 1979.  With all these 

events occurring in a twelve-month period, the Washington atmosphere appeared to be ongoing 

permanent crises, so ascribing blame to OPEC seemed to offer a reasonable explanation.
126

  

Eizenstat provided the president with earnest and astute advice, even when it often involved 

negative news.   Over time, the president came to respect and to rely on Eizenstat’s political 

acumen.  Eizenstat became chair of the DOE Energy Task Force in April 1979.  He began using 

the group’s daily meetings as a way of previewing all forthcoming energy decisions.  The White 

House was now convinced that energy problems represented the single most powerful threat to 

the president’s political survival and it moved policy control out of DOE.
127

 

 On the legislative end, the Moorhead Synfuels Bill attracted increased attention from the 

Carter administration, but it was not without detractors.  In June 1979, Schlesinger, Eizenstat, and 

James McIntyre, director of the Office of Management and Budget, recommended to the 

president that although there were some specific areas of concern, they would “indicate the 
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Administration’s support for the Moorhead Bill.”  They identified only a handful of minor 

changes as a condition for their support.  The president responded to their suggestions with his 

written “ok,” which does not imply that he ever enthusiastically endorsed the Moorhead Bill – at 

least not until after his Domestic Summit.
128

  As recently as June 12, 1979, Rep. Stewart 

McKinney (R-CT) asked pointedly what Carter’s position was on the Moorhead Bill and who 

made energy policy in the Carter administration.
129

    On Moorhead’s recommendation, the House 

then substituted all of the provisions of his H.R. 3930 for what had originally existed as Senate 

bill S. 932.  This legislation was routed simultaneously through the Senate while the Moorhead 

Bill was running the gauntlet in the House.  Senate bill S. 932 was introduced by Sen. William 

Proxmire (D-WI) in April 1979, and received unanimous consent from the Senate on June 20, 

1979.  Its dual objectives were to provide federal assistance for the production of energy as well 

as increase energy efficiency in the United States, and to extend certain provisions of the Defense 

Production Act of 1950.
130

 

 Newsday did an exhaustive investigation of the 1979 gasoline shortage, publishing a 

series of articles from August 26 through September 2, 1979.  The three investigative journalists 

– Brian Donovan, Bob Wyrick, and Stuart Diamond – concluded:  “The Carter administration and 

the major oil companies deliberately took actions that helped cause, worsen and prolong this 

summer’s gasoline shortage.”
131

  The reporters argued that once the shortage developed, the 
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administration could have ended the gas lines “at any time but chose not to . . . .”
132

  The oil 

companies wanted the shortage for financial reasons and the federal government wanted it to 

reduce consumption.   At a press conference on May 4, 1979, in Des Moines, Iowa, responding to 

a question about convincing the public to conserve energy, Carter answered, “I think that we’re 

going to have to have, perhaps, a few demonstrable [gasoline] shortages, as is now being faced in 

California, to show that this is necessary.”
133

  Energy Secretary Schlesinger had been issuing 

alarms for more than two years about the nation’s “growing dependency on foreign oil and saying 

that apparently only a shortage would encourage conservation and convince the public that the 

long-range energy crisis was real.”
134

   

The administration needed a shortage to secure passage of energy legislation.  One 

veteran energy official said, “It [is] frustrating.  It [is] difficult to persuade Congress to pass 

[energy legislation] when there is no outward sign of a shortage.”
135

  When legislation would 

come before Congress, the special interests would say, “Look around you.  There’s no reason to 

take this serious step now.”  Energy legislation would then be dropped from the agenda.  In an 

editorial following the articles, Newsday opined that the nation had two energy crises:  the first 

being a shortage of domestic supplies and the second “a crisis of credibility” on the part of 

government and industry.
136

  The editorial concluded by expressing concern that the public and 

Congress would lack the ability to deal with the real energy crisis without trust in the government 

and fuel suppliers.
137

  Two years earlier, at a July 1977 question-and-answer session with a group 
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of editors and news directors, the editors asked Carter about the record level of gasoline usage in 

Michigan.  Carter responded, “The public is not paying attention” to the energy crisis and 

voluntary conservation he had encouraged.  To get their undivided attention, the president stated 

“a series of crises are going to be a prerequisite to a sincere desire on the part of the American 

people to quit wasting so much fuel.”
138

  It remains doubtful if even this would be successful. 

 Charles DiBona, president of the American Petroleum Institute, testified before the 

House of Representatives Investigations Subcommittee of the Committee on Armed Services on 

November 7, 1979, about the current gasoline shortages.  He explained  that the “rapid increase in 

demand and the shortfall of foreign crude oil were the basic causes of the gasoline lines on the 

West Coast in the spring and the East Coast in the early summer of 1979.”  The government’s 

allocation system “exacerbated” the problem.  Refiners confronted the dilemma of needing to 

build fuel oil stocks for the 1979-1980 heating season, while at the same time attempting to 

satisfy the summer gasoline demand to the best of their ability.
139

 

 Could the 1979 summer gasoline shortage, and the subsequent long lines to purchase 

gasoline, qualify as a prerequisite crisis? 
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Chapter 4:  The Crisis of Confidence Speech 

July 15, 1979 

What happened upon Carter’s return to Washington from the Tokyo Summit on Monday 

July 2, 1979, still baffles historians more than three decades later.  The president had agreed to 

deliver a speech about energy on July 5.  The White House had even reserved television time and 

Carter’s speechwriters had written several drafts of the proposed remarks.  The president’s senior 

advisors, however, were unable to reach a consensus about the message.  The president and the 

First Lady had flown by helicopter to Camp David on Tuesday July 3.
1
  The next day – the Fourth 

of July – Carter abruptly canceled the planned address without further explanation.  White House 

Press Secretary Jody Powell called reporters late in the day to say, “The president has asked me to 

announce that the speech scheduled for Thursday night has been canceled.  I have nothing further 

to say than that.”
2
   On July 5, Powell’s office added that the president “intends to propose at an 

early date a series of strong measures to restrain demand for imported oil,” and stated that Carter 

“is in the process of assessing major domestic issues which he believes are important to the 

country and which include, but go beyond, the question of energy.”
3
  Carter remained at Camp 

David and, on the spur of the moment, decided to hold a summit with leaders of industry, 

government, and education.
4
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Reflecting the highly erratic nature of Carter’s actions, the July 5, 1979, issue of the New 

York Post featured a bold front-page headline:  “What the Heck Are You Up To, Mr. President?” 

(see Figure 3.1).  An accompanying editorial commented:  “President Carter’s shock cancellation 

of his energy message has left the country floundering without leadership on the most critical 

crisis since the depression.”  The scathing criticism continued, with the paper observing that 

Carter had previously made four major speeches on energy and yet has:  “DONE NOTHING to 

set up a genuine energy program . . .,” “DRAGGED HIS FEET on relaxing stringent 

environmental restrictions . . . ,” “FLOUNDERED completely by failing to set up a national 

synthetic fuel board . . . ,” “DONE NOTHING to pressure the oil companies to build 

refineries  . . . ,” “IGNORED under pressure from militant environmentalists [that nuclear power 

plants are an important and viable option],” and “FAILED to implement a comprehensive standby 

rationing program” (emphasis in the editorial). 
5
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Figure 4.1.  New York Post, July 5, 1979 

 Carter had convened a domestic summit with his top advisors at Camp David from July 

4 through July 15, 1979.  In the reshaping of the presidency that occurred both then and 

afterward, White House aides acknowledged that “Rosalynn was a critical factor” because she 

“grasped what was [happening] in the country earlier than the president did.”  Carter later said, 

“The decision not to make the original, scheduled energy speech was made by me and 

Rosalynn.”
6
  Caddell strongly influenced Carter’s decision to organize the Camp David Domestic 

Summit, as evidenced in a memo to Carter encouraging the president to strive for a “transforming 

leadership” style, instead of one based on “transactional leadership.”  Caddell challenged Carter 

to “engage with others in such a way that leaders and followers raise one another to higher levels 

of motivation and morality.”  In one of his notes to the president, Caddell suggested that the 

                                                           
6
 Interview with Jimmy Carter, Miller Center Interviews.  Carter Presidency Project, vol. 19, November 29, 

1982, 23, 66. 

 



148 

 

administration needed to “get tough” with OPEC.
7
  He had no support for this decision except 

from Caddell, because most of his senior staff was “aggravated.”  The American people, Carter 

said, “were aggravated every time [I] went on T.V.   They were not interested.  It turned them 

against the energy policy when I spoke to them instead of attracting them to it.”
8
   

 At the Camp David Domestic Summit, the president included leaders from business, 

labor, academia, and religion, in addition to some surprise visits to and by ordinary citizens.  

Deputy chief speechwriter Gordon Stewart writes that this gathering included “[s]ome 130 V.I.P.s 

from Gov. Bill Clinton to Walter Cronkite . . . .  The great and wise talked and talked, and the 

president took careful notes.
”9

  Carter was intent on finding a panacea for all ailments afflicting 

his presidency, including “the converging traumas of inflation, recession, and the energy crisis.”
10

   

While the president was at the Camp David Domestic Summit, his economic advisors 

officially announced what many had already suspected:  the United States was in an inflationary 

recession.  During the mysterious series of meetings and visits taking place at the presidential 

retreat, Carter had what he considered to be a productive and fruitful ten-plus days with his 

invited guests.
11

   One of the president’s major goals for this conclave, although barely 

mentioned, was to confront his political reputation for difficulty in making decisions – his 

proclivity to be “wishy-washy.”  This indecisiveness was partly responsible for the nation 

slipping into a swamp of disconnected problems.  Now that the Carter administration was at the 
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thirty-month mark, a convergence of ideas at the retreat might provide an opportunity for creative 

revival to assist the president in renewing his commitment to the American people while also 

discovering their anxieties, and at the same time assuring them of their elected leaders.
12

  Carter 

appeared at his most vulnerable and open – trying to grasp where he had failed the electorate – 

and possibly, what was wrong with him.
13

  The president manifested his mood when he described 

the current times as a “malaise” of confusion, pessimism, and distrust that had roots much deeper 

than gasoline or double-digit inflation.  The period had started with the assassination of President 

Kennedy, worsened with Vietnam and Watergate, and now caused Americans to distrust their 

institutions and leaders.
14

  Those who met with the president came away with praise and hope for 

Carter.  His humility won them to his side.  Those who had counseled past presidents were at first 

astonished, but then fascinated by this effort to lead by learning, to make necessary changes from 

a cram course on national attitudes.
15

 

When the president finally came down from the mountain, he and his aides had prepared 

a thirty-three-minute speech, which he delivered from the Oval Office on Sunday July 15, 1979, 

at 10 p.m. EDT.  During the speech, viewed by an estimated 100 million people, the president 
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gestured frequently with a clenched fist to dramatize his points “in what would eventually 

become known as the Malaise Speech.”
16

  For his other recent talks to the American public, 

viewership had declined precipitously to only thirty million, from a previous high of over eighty 

million, so the Malaise Speech marked a welcome resurgence in public interest.
17

 

The message was actually two speeches in one.  The first part focused on the listlessness 

gripping the nation, and the second half provided details of the president’s energy plan that would 

significantly reduce dependence on foreign crude oil and increase domestic supplies.  Carter 

began by describing what he learned during his time at Camp David.  He offered quotes such as 

“[t]his from a southern Governor:  ‘Mr. President, you are not leading this Nation—you’re just 

managing the Nation.’”  Another comment that Carter thought worth repeating was “we are 

confronted with a moral and a spiritual crisis.”  A labor leader offered a succinct summary: “The 

real issue is freedom.  We must deal with the energy problems on a war footing.”
18

  Recalling that 

precisely three years earlier on the exact same date he had delivered his acceptance speech at the 

1976 Democratic National Convention, the president drove home the point that he was 

“determined to reform the nation’s energy habits ‘even if it costs me another term[.]’”   This, of 
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course, is what eventually came to pass, for many reasons, including the hostage crisis and 

Reagan’s ending question in the televised debate, “Are you better off than you were four years 

ago?” 
19

 

 In the second half, Carter presented “a six-point package of energy proposals” he 

believed would reduce the nation’s oil imports by 4.5 million barrels per day by 1990.
20

  The 

word energy was repeated thirty-seven times in his speech.  The president used his proposed 

solutions to the energy crisis as a rallying point to jolt the American people out of their malaise.  

He viewed energy as “the immediate test” of the country’s ability to unite, and “the standard 

around which we would rally.”
21

  Carter wanted to set the United States “on a war footing” with 

respect to the energy problem.  He then intensified the message: “On the battlefield of energy, we 

can win for our nation a new confidence, and we can seize control of our common destiny.”  As a 

student of history, Carter hoped that by couching America’s response to the energy crisis in terms 

of “war,” he could muster the same support that citizens had previously demonstrated toward 

earlier presidents during periods of armed conflict.
22

  Presidential speechwriter Gordon Stewart 

believed Carter’s statement about the battlefield of energy was the central argument of the 

speech, after which “the policy steps fell into place.”
23

    

The six energy proposal points included halving the nation’s dependence on imported oil 

by 1990, and implementing import quotas for 1979 and 1980, limiting foreign net imports to 8.2 
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million barrels a day.
24

  Passionately, Carter asked “for the most massive peace-time commitment 

of funds and resources in our nation’s history to develop America’s own alternative sources of 

fuel—from coal, from oil shale, from plant products for gasohol, from unconventional gas, from 

the sun.”  Congressional support would be essential for any mandate whereby utilities would be 

expected to reduce their use of oil by 50 percent during the coming decade, and make the switch 

to alternative fuels.  Carter also encouraged Congress to create the Energy Mobilization Board 

(EMB) to facilitate timely completion of key energy initiatives, and enact a bold conservation 

program to accompany gasoline rationing.
25

   

The president’s third initiative centered on the development of alternative sources of 

energy and formed the United States Synthetic Fuels Corporation, which Carter referred to in the 

speech as the Energy Security Corporation.  The six-point Carter plan is summarized below: 

1.  Limit oil imports to less than 8.5 million of barrels per day beginning 

immediately, with the goal of reducing these to 4.5 million barrels per day by 

1990. 

2.  Establish an import quota of 8.2 million barrels per day for 1979. 

3.  Develop alternative fuels such as coal and oil shale.  Create an Energy 

Security Corporation to spend $88 billion to develop synthetic fuels. 

4.  Ask Congress for legislation requiring utilities to cut their use of oil 

50 percent within a decade. 

5.  Create an Energy Mobilization Board to cut through red tape, 

bottlenecks, bureaucracy, and roadblocks. 

6.  Establish conservation programs.
26
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Responses by mail and telephone to White House staff offices supported Carter’s 

message by a margin of three-to-one, as the following comments illustrate:
27

 

The President’s six-point energy program is good, long overdue 

and warrants the support of the American people.  If his program 

is forcefully executed, America will be on the road to energy 

independence, free from coercive pressures….The President’s 

speech was forceful, the goals it set are both necessary and 

attainable.  We can assure the President that American workers 

will do their part, as they have always done when the nation was 

in trouble.  They will accept their fair share of the sacrifice that 

must be forthcoming from everyone.  (George Meany, AFL-CIO 

president)                                                               

 

It is reassuring that the President understands the real crisis 

facing the nation goes beyond single issues like energy or 

inflation.  I welcome his clear signal of his intention to exercise 

strong national leadership and the sense of urgency he brought to 

domestic policy.  (Vernon E. Jordan, Jr., National Urban League 

president) 

 

The President’s speech is exactly the type of bold, innovative 

leadership this country needs.  We can no longer place the blame 

on anybody else.  Each of us must help by keeping a sign before 

us which reads, “What are you doing to save energy today?”  

(Dona O’Bannon, National Association of Women Business 

Owners, director)  

 

We now have an energy policy in words and intent with the 

directions clearly marked out.  From my point of view and, I 

think, the point of view of our company, we regard most of those 

directions as being very important for this nation to accomplish.  

(Thornton F. Bradshaw, Atlantic Richfield Corporation 

president) 

 

While eagerly awaiting further details of your energy program, 

we applaud and support your stated determination to lead the 

nation toward greater energy independence by increasing 

production of domestic energy resources and by encouraging 
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conservation.  In these efforts you can depend on the continuing 

support of Gulf Oil Corporation.  (Jerry McAffee, Gulf Oil 

Corporation, chair and CEO). 

 

The investment of resources and of purpose envisaged by the 

President’s message is, we believe, on a scale and with an impact 

commensurate with the unparalleled menace posed by an oil 

cartel seeking to make the United States, its economy and its 

foreign policy hostage to the price and availability of oil.  It is a 

comprehensive and necessary program which we hope and 

expect will be equal to the task.  (Jack J. Spitzer, B’nai B’rith 

president).
28

                                            

 

The White House planned a three-pronged announcement of Carter’s energy plan, 

according to presidential speechwriter Gordon Stewart.  The July 15
th
 address was the first.  The 

remaining two pieces were delivered in the Monday July 16, 1979, White House Fact Sheet on 

the President’s Import Program and the president’s July 16, 1979, remarks at the Annual 

Convention of the National Association of Counties in Kansas City, Missouri. Taken as a whole, 

they provided the essential details of the proposed energy plan.
29

  The twenty-eight page White 

House Fact Sheet gave a detailed look at the president’s program, accompanied by legislative 

specifics on how the import savings were to be achieved.
30

  Carter’s remarks in Kansas City 

expanded his address from the previous night.  He outlined the priorities for present oil supplies, 

these being emergency services, food and shelter.  As mentioned, Carter announced the oil import 

quota for 1979 at 8.2 million barrels per day, 400,000 barrels per day below what the nation used 

in 1977, reflecting a 5 percent decrease.  Importantly, Carter reiterated that his proposed Energy 

Security Corporation “will not be – will not be” another federal agency.  It will be outside the 
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federal government and bureaucracy, he stressed, free to use independent business judgment to 

meet its production goal of 2.5 million barrels of oil equivalent per day.  He emphasized that the 

energy crisis had forced the nation to confront its “deepest fears and divisions,” and the goal of an 

energy secure America will rebuild the strength of the United States as well as the confidence of 

the American people.
31

 

 The House and Senate were already trying to launch something closely akin to the 

Energy Mobilization Board (EMB) even as Carter asked for it in his July 15th speech.  Carter 

described EMB as very similar to the “War Production Board of World War II.”  Congress would 

have granted EMB the responsibility and authority to cut through burdensome local, state, and 

federal government rules and procedures to accelerate construction of synthetic fuel plants.  But 

in June 1980, the House rejected a bill to create the proposed board after concerns surfaced that 

EMB would trample states’ rights and ignore federal and state environmental laws.
32

 

 As Schlesinger recalled, President Carter had shown very little, if any interest 

whatsoever, in synfuel programs or technologies until the second half of 1979 because he was 

innately sympathetic to the concerns of environmentalists.  A prescient remark was overheard in 

Congress about this time:  “Tell President Carter to get aboard because the synfuels train is 

leaving the station.”
33

   Up until the time of the president’s trip to Tokyo, Schlesinger recollected 

that the Energy Department was still bouncing around various proposals and ideas regarding 
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synthetics.
34

  Carter was not only ambivalent, but he was also getting a lot of mixed signals.  In 

the Wall Street Journal, the naysayers voiced serious qualms about both the environmental 

impact and political costs.  “Even synthetic advocates concede[d] that the technology pose[d] 

problems,” said Department of Energy official Robert Hanfling. “These are not nice plants. . . .  

These are big dirty plants.  Everybody wants these plants – but wants them someplace else . . . . 

The technologies are essentially well-known. . . .  What has been lacking is the national will.”  

Regarding the awesome magnitude of the endeavor, Hanfling observed that “building a synthetic 

fuels industry from a ‘standing start’ is every bit as challenging as putting a man on the moon in 

10 years.”
35

  But, private industry appeared all but committed to the project.  By late November 

1979, Garvin of Exxon had “put in the strongest terms yet Exxon’s decision to make synthetic 

fuels a major part of its business.”  He also called for the government to provide “modest 

economic incentives” to assist private industry in developing synthetic fuels, which he believed 

offered “the best hope.”
36

 

 Prompted by soaring world prices for crude oil and shortages caused by the turmoil in 

Iran, Carter and Congress were finally ready to establish a synthetic fuels industry.  “Recent 

developments in the Middle East have aggravated the strategic and economic danger that has 

always marked our heavy dependence” on OPEC, Sen. Henry “Scoop” Jackson (D-WA) stated, 
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continuing with, “Synthetic fuels will ultimately lead us away from highly unstable foreign 

sources of energy.”
37

  

Leaders in the president’s own Democratic Party, such as Sen. William Proxmire (D-WI), 

objected.  Proxmire felt Carter’s synthetic fuel plan was “much too ambitious, much too costly 

and might prove to be counterproductive.”  Proxmire made it known that his Banking, Housing, 

and Urban Affairs Committee was “unanimous” in favoring “a more cautious and deliberate 

strategy.”
38

  Business people and economists alike questioned the wisdom of paying $30 to $40 

per barrel for synthetic fuel products when conventional oil could still be acquired for less.
39

  

Moreover, this “mammoth synfuels industry” came with environmental and social burdens that 

would be a hardship for the people of Colorado, Wyoming, and Montana.  Water would be a 

critical resource needed in large quantities to develop a synfuels industry, but it was already in 

short supply in the regions most likely to be producing synthetic fuels.
40

   

 By late summer 1979, a team of outside consultants from three different firms had been 

engaged by the Senate Budget Committee and was ready to offer an evaluation of the synfuels 

proposal.  The combined report recommended a “go-slow approach instead of the $88 billion 

crash program” the president proposed.  All three consulting firms recommended the “careful 

evaluation of new technologies so that successive plants could benefit from the mistakes and 

successes of the first group of plants.”  Even after being reminded that the current oil situation 

created pressures akin to OPEC having “a gun at our head,” the consultant from Booz, Allen, & 

                                                           
37

 Jaroslovsky, and Farney, “Energy Enigma:  Synthetic Fuel Plans Stir Doubts on Costs, Environmental 

Impact,” Wall Street Journal,  July 12, 1979, 1. 
38

Warren Weaver, Jr., “Synthetic Fuel Plan Under Fire; Scope Troubles Key Senators,” New York Times, 

August 8, 1979, D1. 
39

 “Impact of Dozen-Digit Spending/Rather Like Building a New Saudi Arabia in the U.S.,” Time, July 30, 

1979, 55. 
40

 John M. Berry, “Synthetic Fuels Bandwagon,” Washington Post, June 21, 1979, C1, C3. 



158 

 

Hamilton still responded with thumbs down to the rushed synfuels program. “I don’t believe we 

would get all that much more production 10 years from now with a crash program,” he stated, 

than would be attained from the slower approach favored by the consultants.
41

 

 Another analysis, A Review of Cost Estimation In New Technologies:  Implications For 

Energy Process Plants, published in July 1979 by the Rand Corporation at the behest of DOE, 

reached similar conclusions.  “[A]ny crash effort to build a synthetic-fuel plant in the United 

States would cost billions of dollars more than the initial estimates and crowd out other 

investments that would bolster industrial productivity and help control inflation.”  The Rand 

report stated that in reviewing the actual costs of energy process plants (synthetic fuels plants), 

the figures averaged 2.53 times their initial estimates.  In an interview, Edward Merrow, director 

of Rand Corporation’s energy policy program, said that a threefold cost overrun was “not 

uncommon” and in some situations final expenditures had risen to five times initial estimates.  

Factors impacting primary calculations include plant and process uncertainty, estimation 

methodology, project organization, and exogenous effects (for example, shortages of labor, 

materials, and services and regulatory changes) on expenses.  Merrow, as senior author of the 

Rand report (with coauthors Stephen W. Chapel and Christopher Worthing), “told the Energy 

Department that any attempt to create by 1990 a synthetic-fuel production capacity in excess of 

one million barrels a day might not be successful[,]” although the administration and House had 

approved a goal twice that level.
42
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 Despite warnings about the likelihood of any short-term success in the synfuels endeavor, 

Carter’s attitude about synfuels shifted dramatically as a result of events at the Camp David 

Domestic Summit in July 1979.  Just a few days after the Malaise Speech, a Gallup poll indicated 

that Carter’s approval had rebounded to 32 percent from a low of 28 percent for the June 29 – 

July 2 period.
43

  A survey by the New York based polling firm of Roger Seasonwein Associates 

showed that after the July 15 address, Carter’s approval rating increased nine percentage points to 

30 percent from 21 percent.
44

 

 As part of the catharsis during and after the Domestic Summit, a surge of confidence 

emboldened Carter to suggest that all his top aides submit their resignations.  Such a move gave 

him the opportunity for a “fresh start,” picking and choosing those whom he wanted to have 

onboard for the balance of his term.  On the Tuesday morning following the Sunday night 

Malaise Speech, the president “demanded the resignations of his top 34 Cabinet and senior 

aides.”  According to Schlesinger, this shake-up was intended to impart the image that Carter was 

in charge, but the housecleaning ended up creating exactly the opposite effect.
45

  The sudden turn 

of events culminated in the ousters of four cabinet secretaries – James Schlesinger (Energy), 

Michael Blumenthal (Treasury), Joseph Califano (Health, Education, and Welfare secretary), and 

Brock Adams (Transportation) – along with Attorney General Griffin Bell.
46

  To the American 

public, these firings rekindled the impression of Carter’s ineptness, and they did not enhance the 

president’s standing with a Congress that viewed the resignations with disbelief.  Logic failed to 
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explain why Carter, having finally gotten the nation’s attention on energy, abruptly switched 

course and changed the subject.
47

 

 The briefing books for the President’s Program for United States Energy Security, 

prepared by the Office of Management and Budget in September 1979, outlined the main 

components of the Energy Security Corporation (ESC), a title which served as a reminder of the 

importance of energy to national security.  The ESC, as conceived, would be an “independent, 

Congressionally-chartered” entity receiving “billions of dollars in revenues from the Windfall 

Profits Tax” and “exempt from most of the restrictions which apply to federal agencies.”  The 

initial ESC budget proposed by the president was $88 billion.  In hindsight, Schlesinger opined 

that the $88 billion figure came out of nowhere, and was not determined with any forethought or 

prudence.  The president had initially intended to commit only $15 to $20 billion for these 

programs, a level Schlesinger considered preposterously low.
48

  

Early ESC directives made clear the corporation would “not be in the energy production 

business [but r]ather . . . will have a mandate to assist the development, by the private sector, of 

synthetic fuels and unconventional natural gas.”
49

  According to the author’s interview with 

Katherine (Kitty) Schirmer Cochrane, who was actively involved in all of the early discussions on 

synfuels as senior staff member for energy under Eizenstat, “The Administration wanted to have 

a federal program to kick-start a commercially viable synthetic fuels industry.  It was also highly 

desirable to have minimum federal government interference in the marketplace.”  This goal was 

to be accomplished primarily by loan and price guarantees.  Another justification for the 
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corporation’s intended independence was to “assure it the flexibility necessary to develop 

synthetic fuel resources on a very rapid and efficient schedule.”
50

 

 The ESC was to supplement, but not supplant, the marketplace in “the development of 

1.75 million barrels per day of oil substitutes from coal, oil shale, biomass, and unconventional 

gas by 1990,” although the goal was subsequently bumped up to two million barrels.  Synthetic 

fuel technologies were expected to compete economically with imported oil by the 1990s.  Unless 

government incentives were provided earlier, the administration recognized that private firms 

would, on their own, be content to wait until the 1990s to engage in the new technologies.  

Because of “the desire to provide for our national security by insulating the United States from 

foreign political pressures and to slow down increases in world oil prices,” the government 

needed to enlist private industry to become more aggressively involved in the mission, a goal the 

ESC could facilitate.
51

 

 Among the reasons deterring private companies from participating in synthetic fuel 

endeavors on their own were the possibility that oil prices would not continue to escalate rapidly, 

as well as the uncertainty of future world oil and gas production levels.  Also, there were 

technical risks associated with development of the new technologies into large-scale plants 

suitable for replication.  The financial expenditures were mind-boggling, since each plant would 

cost billions of dollars.  This level of expense meant a disproportionately large share of any single 

company’s assets would have be at risk.  There was also a time gamble involved in the seven-to-

ten years required for planning, designing, and building each commercially sized synthetic fuels 
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plant.  There was the added hurdle of the obstacles involved in meeting federal, state, and local 

regulatory requirements – “red-tape” had to be cut. 

 The long-standing promise was that as the price of oil continued to increase, at some 

point the price of synfuels would become feasible.  According to National Petroleum Council 

data, however, every time there [was] an OPEC price increase, “the projected costs of shale oil 

and crude oil from coal ha[d] managed to jump a few dollars higher.”  This situation is the very 

reason no synthetic crude plants of any size had ever been built in the United States, and only 

minimal funding had been expended on “research and development in synthetics.”
52

  One of the 

few isolated incidents of appropriations made for synfuels development occurred in 1944.  

Congress passed the Synthetic Liquid Fuels Act appropriating $85 million for the Interior 

Department.  This appropriation was to conduct laboratory research and for the construction and 

operation of synthetic fuels demonstration plants that would test various synthetic fuels 

technologies but not produce commercially significant quantities of outputs.  The technologies 

included coal hydrogenation, gas synthesis from coal, gasoline from coal, and oil from shale.  The 

oil industry had opposed this act, and as a result, caused the program’s gradual demise, until it 

was eventually discontinued early in the Eisenhower administration.
53

 

 According to Hill Bonin, a lobbyist with Gulf Oil, the risks of developing a new synthetic 

fuels industry would have been prohibitive without government help:  “If a project fails, ‘you’ve 

got a $1 billion to $2 billion white elephant on your hands.’”  Another executive from Gulf Oil, 

William King, shared this attitude, saying “the government will have to provide ‘front-end 
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money’ for industry [because t]hings like loan guarantees aren’t worth a damn.”
54

  For oil 

companies, there was the fear that if they invested these huge sums to build commercial-sized 

plants, “the Saudis [would] cut the guts out of the market by lowering the price for conventional 

crude.  Keep in mind any time the Saudis want to[,] they can break the bank,” King said.  The 

Middle East countries could easily afford to charge ridiculously low prices for oil being imported 

into the country for the express purpose of putting any synfuels industry that the United States 

created out-of-business.
55

 

 This was not an unrealistic fear.  In 1980, the Saudis opposed US efforts to fill the 

strategic petroleum reserve, fearing that Saudi Arabia would lose control over oil pricing.
56

  At 

the end of May 1980, Saudi Arabian Oil Minister Shiek Ahmed Zaki Yamani warned that oil 

prices could “collapse” because of the “current oil glut.”  Crude oil from Saudi Arabia was then 

priced at $28 per barrel.  Yamani signaled that any effort by the United States to develop a 

synthetic fuels industry would be met by a “collapse” in oil prices to such an extent required to 

render any synthetic fuels effort uneconomic.
57

 

 Part of the urgency in getting the ESC underway was that the time required to develop 

any full-scale facility meant that the Carter administration needed to “begin immediately to lay 

the foundation for the expansion of the synthetic fuels industry in order to have this new energy 

source available in the 1990s.”  The magnitude of a synfuels development scale was virtually 

without precedent, which is why Carter compared it to the space effort and the Manhattan Project.  
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Developing synthetic fuel and unconventional gas production with a capacity for producing 1.75 

million barrels per day required “capital investments in excess of $110 billion” (in current 1979 

dollars), and would “involve the construction and operation of between 20 to 40 large coal 

synthetic or oil shale plants—[with] a typical plant . . . produc[ing] 50,000 barrels of oil and oil 

equivalent per day, consum[ing] about 4 to 6 million tons of coal per year, employ[ing] thousands 

of laborers in construction and operation, and cost[ing]well in excess of $2 billion each.”
58

 

 Because it would be outside the federal bureaucracy, the ESC would be able to recruit 

and retain top-caliber professional talent in the areas requiring financial and technical expertise, 

compensate them at private industry standards, and be unencumbered by normal contracting 

procedures of the federal government.  The corporation would be governed by a seven-person 

board of directors for a limited life of twelve years, with an annual limitation on administrative 

expenses of $35 million (adjusted for inflation).  By imposing this cap, the administration was 

also setting a limit on the number of employees at 300. 

 A major rationale for grabbing the initiative for synfuels development can be attributed to 

the realities expressed in Eliot Cutler’s memo of June 12:  “We need to seize leadership on 

alternative energy development—as we have on decontrol and the tax—in order to avoid not only 

serious political damage, but also the possibility that genuinely bad and very expensive 

investment decisions will be made by a Congress in panic.”
59

  The congressional actions that 

Cutler alluded to included the Moorhead Bill, although there were others that were less visible.  

At least forty of these bills were pending in either Senate or House legislative hoppers by 

midsummer, as gasoline lines prompted everyone to get on the synthetic fuels bandwagon and 
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people began to fear “that prices were going to $2 a gallon . . . .”
60

  Timely action and strong 

forceful leadership were needed, as expressed by Anne Wexler of the White House staff in her 

August 4, 1979, memorandum to the president:  “[D]uring the recess, Congressmen will hear 

concerns about home heating oil and gas lines and that syn-fuels [sic] are too far in the future.  As 

quickly as they became advocates for syn-fuels [sic], they could return as advocates for energy 

conservation and more help for the poor.”
61

 

 Within ten days of Carter’s address to the nation, the Senate Committee on Energy and 

Natural Resources held two full-day hearings on the proposed synthetic fuel legislation.
62

  John 

M. Deutch, acting undersecretary of the Department of Energy, testified before the committee for 

the administration.  Deutch noted that the corporation would be headquartered in the District of 

Columbia, but as a federally chartered corporation, it would be as independent as possible so it 

could operate as a private concern with a minimum amount of constraints normally associated 

with federal agencies.  Internal management of the Energy Security Corporation, including 

compensation and staffing, would be set by the corporation itself.  In his published statement, 

Deutch wrote: 

 The Corporation will be located outside the Executive branch, independent of any 

government agency.  It will be managed by a seven-person Board of Directors. . . 

Compensation for the chairman and public members of the Board and for other officers 

and employees of the Corporation would be set by the Board.  No statutory limits would 

be set on salary and other compensation.  The Board would determine the internal 

structure of the Corporation, and the Board or the chairman would determine the size of 

the Corporation’s staff, subject to the limits set by the annual operation budget.
63
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 But, with little more than a year remaining before the president faced reelection, Carter 

was still plagued by a public that did not identify with the administration’s energy program.  In an 

August 14 memo, Jack Watson, a senior White House official, said that “the public’s frustration 

and skepticism regarding energy issues [are directed] toward you, with all that that implies both 

politically and substantively.”  In handwritten comments on the bottom of his typed memo, 

Watson implored the president to develop a “solid, well-explained and specific program” to 

present to the American public. In the president’s succinct and brusque forty-five-word 

handwritten response, however, Carter communicated a tone of desperation for overdue action: 

                           

To Jack & Ham- 

 We seem to be going backward from more specifics to generalities.  Let 

Fritz, Charles, Al, Jack, Ham, Stu, Pat, Larry & someone develop a plan 

& act.  Kirbo can help with oil co. support, etc.  Enough W. H. memos. 

         

 J.C.
64

 

 

 Interestingly, one of the relationship changes that became apparent, compared with 

earlier in the Carter administration, was that the president no longer seemed to be functioning as 

an island.  He demonstrated reliance on a broad assembly of his most trusted aides to collaborate 

on the action plan.  Also significant is his recognition that they needed to enlist the support of oil 

companies and others, instead of operating in a vacuum. 

 Yet were these evolutionary changes taking place within the Carter presidency sufficient 

to win the support, confidence, and trust of the American people? 
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Chapter 5: Trying to Recapture the Initiative 

 

In the Senate, the Energy Committee continued to meet regularly to incorporate Carter’s 

July 15th proposals into the S. 932 legislation.  The final version of the Energy Security Act, as 

signed into law, consisted primarily of S. 932 and H.R. 3930 combined. 

Carter’s energy program represented one of the highest priorities for his administration.  

Charles Duncan, Schlesinger’s successor at DOE, received presidential orders to spearhead the 

efforts.  Duncan, previously deputy secretary of Defense, was viewed as both a Carter loyalist and 

an effective leader who could accomplish a difficult task.  He traced his roots in the energy sector 

to an early position as a chemical engineer with Humble Oil (forerunner to Exxon/Mobil).  

Although the cabinet changes had not been officially announced until after July 15, 1979, Duncan 

indicated that Carter had telephoned him while Duncan was on a July Fourth vacation.  In that 

conversation, the president told Duncan that he (Carter) wished to make some changes at DOE, 

and that he wanted Duncan to become secretary of Energy.  Carter invited Duncan to join him at 

Camp David on Monday, July 9, to discuss impending personnel changes.  In anticipation of this 

meeting, Duncan composed a list of reasons why he felt it would be better for him to remain at 

the Department of Defense.  When he shared them with the president, Duncan recalled that Carter 

responded, “Don’t you think I’ve already thought of all these?”  At this point, Duncan felt 

compelled to accept the new position.
1
  

 In a handwritten note to Duncan on Monday August 6, 1979, Carter ordered him to take 

the initiative. 
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8-6-79 

To Charles Duncan 

 

You have the lead on this.  We are all eager to move together.  Make assignments 

through Hamilton to others. 

 

        J.C. 

 

Cc Ham
2
 

 

 Also part of the administration’s senior staff changeover was the return of John C. 

Sawhill, a familiar figure from his prior position as the nation’s energy chief in 1974.
3
  He came 

at Duncan’s request to assist him as deputy secretary of Energy.  Sawhill had just concluded a 

successful capital fund campaign for New York University, where he had served as president for 

more than four years.  He was most receptive to making a career change.
4
 

 While preparing to leave office and before Duncan was sworn in on Friday August 24, 

1979, Schlesinger wrote a memorandum to the president regarding unfinished DOE business.  

Many in the administration still held the view that conservation was a viable option.  Schlesinger 

questioned whether the topic had received sufficiently serious consideration.  “Your proposals for 

a US commitment to synthetic fuels has [sic] raised the question of whether the Administration 

has tapped fully the potential for conservation, which is a less costly answer to reducing reliance 

on foreign oil and can be implemented more quickly.”  To diffuse the opposition, DOE was 
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pursuing “[a] number of conservation initiatives that could be proposed in answer to criticisms or 

as an Administrative answer to the proposals of Senator Kennedy and others.”
5
 

 In the East Room of the White House at Duncan’s swearing-in ceremony, the president 

stressed that fifteen years ago, Americans did not “think much about the problems that might 

arise from the energy question or the energy situation.”  Yet in 1979, it had become a “burning 

issue for every person,” and the country’s “energy security is threatened.”  About half the oil the 

United States used came from foreign countries, making it imperative that this country increase 

the production of synthetic fuels.  In his comments, Duncan added that the nation must “utilize 

the genius of American technology” to increase supplies in an environmentally sound manner.  

Duncan added, “The energy problems directly impact all Americans.  They affect the very fabric 

of our economic structure.”
6
    

 The legislative history of the Energy Security Act reflected sentiments from several 

sources vouching that conservation, if given careful attention, could reduce energy use by 30-40 

percent.  As of 1980, initiatives to improve residential energy efficiency had barely been tapped, 

with approximately 30 percent of US housing stock completely uninsulated.  Conservation and 

limits were concepts that appeared historically incompatible with the impatient American 

character, in addition to other difficulties:  problems in identifying appropriate conservation 

measures, finding reliable retrofitters conveniently located nationwide and achieving economies-

of-scale to maximize energy savings with individual decisions made by homeowners across the 

country.  In addition, government incentives were inadequate, and the payback period for 

homeowners to realize net economic savings was too long (up to ten years for some heating 
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applications, or twenty years for solar heating systems).  Americans expected faster resolution of 

their problems, particularly those involving energy.
7
 

 In a letter to the New York Times in early November 1979, Eizenstat referenced several 

conservation initiatives that President Carter had already signed into law to refute criticisms that 

not enough had been accomplished.  These included an array of tax credits for home and industry 

conservation efforts, the availability of home energy audits by utility firms, mandatory standards 

for achieving greater efficiency in autos and major home appliances, and a $900-million program 

to weatherize schools and hospitals.  Still awaiting passage were measures to subsidize loans for 

homeowners wanting to make conservation investments, initiatives to expand coverage for free 

utility audits, expansion of existing solar tax credits to include new homes, establishment of a 

national solar and conservation bank to help homeowners undertake energy-saving investments, 

and tripling federal funds to enhance and refurbish public transit systems.
8
 

 An early communication between Carter and Duncan was a memorandum titled 

“Enactment of the President’s Energy Program.”  Carter realized time was of the essence.  “We 

have less than five months to gain Congressional enactment of a program which is at least as 

complex as that which the last Congress took two years to enact only in part.  It can be done, but 

it will require intense work, cooperation and discipline.”
9
  As part of the hurry-up strategy, the 

administration sought to modify pending legislation in Congress (H.R. 3930 and S. 932) to meet 

the president’s timetable.  According to Carter’s weekly legislative report at the end of August 

1979, the synthetic fuels program was already in jeopardy because, following passage of the 
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Moorhead Bill, the inclination was “to bargain in conference for whatever the Senate 

produce[d].”  A final caveat warned, “We suspect the [Senate Energy] Committee is leaning 

against the ESC as a funding mechanism in favor of the traditional authorization/appropriations 

process.  This would be a disaster for the program.”
10

 

 On July 23-24, 1979, at Senate Energy Committee hearings on the proposed synthetic 

fuels legislation, John Deutch, acting undersecretary for the Department of Energy, testified that 

the Carter administration wanted a corporation outside the executive branch, independent of any 

government agency.  No statutory limits were to be placed on salary and other compensation for 

either the board or the employees of the corporation.  These payments would be subject to limits 

set by the corporation’s annual operating budget, initially established at $35 million per year.
11

  

Deutch, Larry Lukens of DOD, and Bowman Cutter, Office of Management and Budget 

executive director for budget, were the three primary architects of the proposed synthetic fuels 

legislation the White House sent to Congress.  Drafting sessions, usually held at the Old 

Executive Office Building (OEOB), would at times last several hours.  The team focusing on the 

Energy Mobilization Board (EMB) consisted of a different group of senior officials.
12

 

In a significant compromise gesture, Carter told leaders of the Senate Energy Committee 

on September 11, that he had agreed to “slow down his synthetic fuels program.”  The president 

was willing to accept a two-stage synfuels strategy in place of the $88-billion crash program he 
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had proposed just two months earlier.
13

  Carter knew from his aides that he did not have sufficient 

congressional support to ensure passage of his initial program, since Congress was hesitant to 

commit and spend $88 billion all at one sitting. 

 Secretary Duncan subsequently addressed a letter to the chair of the Committee on 

Energy and Natural Resources, reiterating “ESC’s task was to stimulate the private sector, not to 

intrude upon it.”  Duncan mentioned that the president had made known “his willingness to 

accept deletion of any provision that inferred the ESC be given the authority to own or operate 

synthetic fuel plants.”  With regard to criticisms about the rushed program versus a more gradual, 

step-by-step strategy, “The Administration favors an approach which defines long-term goals, but 

which approaches these goals with phased authorities and appropriations.”
14

 

 Even with these concessions, the Carter administration was thwarted in its attempts to get 

the ESA signed into law by the end of the first session of the 96
th
 Congress in December 1979.  It 

would not be until June 1980, following intense wrangling in conference committee meetings, 

that the president would sign finally the Energy Security Act. 

 On October 13, 1979, when the drive for synfuels was going full-throttle and considered 

by the administration to be America’s best hope for resolving the energy crisis, the president 

listened to a question about energy on a radio call-in show.  Carter himself diluted much of the 

synfuels campaign effort when he stated that conservation (rather than synfuels) would be “[o]ur 

No. 1 reliance on correcting the energy problem . . . .”  As an afterthought, he added, “As a last 

resort we’ll have to have some additional supplies of energy.”
15
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 During these negotiations, the political situation in Iran exploded.  After enormous 

pressure from Henry Kissinger (former secretary of State), David Rockefeller (chair and CEO of 

Chase Manhattan Bank in New York City), and John McCloy (prominent New York City 

attorney and counselor to presidents), Carter had agreed to permit the deposed Shah of Iran to fly 

into New York City on Rockefeller’s private Gulfstream jet for cancer medical treatment on 

Monday, October 22, 1979.  In Iran, this action fueled rampant anti-American sentiments, and 

erupted in with a Tehran protest of over one million people in Tehran.
16

  On Sunday, November 

4, 1979, Iranian students attacked and overwhelmed the US Embassy there, taking sixty-six 

Americans hostage.  President Carter’s approval rating, as measured by Gallup, soared in the 

month following the crisis – from 32 percent before the hostages were taken, to 61 percent 

afterwards.  It was the sharpest one-month leap in presidential popularity since Gallup started 

polling in 1938, and 77 percent approved of the way that Carter was handling the Iranian 

situation.
17

   Eventually, however, this hostage ordeal would drag on for 444 days and sound the 

death knell for Carter’s reelection. 

 By early November 1979, the White House remained uncertain about whether the 

upcoming vote in the Senate on the Energy Security Corporation would have a favorable 

outcome.  To influence the upcoming vote, Carter, on November 2, directed Eizenstat to contact 

several wavering senators, using a number of “Talking Points for Senate Energy Committee Bill” 

to persuade them to vote for it.  “The program needs a single business focus with talented (and 

well paid) people running it who[m] industry will trust and can relate to.  The corporation needs 

to be free from the red tape and administrative complexities that hamstring current agency 

                                                           
16

 David Farber, Taken Hostage (Princeton, NJ:  Princeton University Press, 2005), 127.  
17

 Tim Mathews, “America Closes Ranks,” Newsweek, December 17, 1979, 42.  “Survey Finds Carter’s 

Popularity Has Risen Sharply in Iran Crisis,” New York Times, December 10, 1979, A22.  “A Newsweek 

Poll:  How Americans See the Crisis,” Newsweek, December 17, 1979, 45. 



174 

 

practice.”  Eizenstat took an aggressive stance. He tried to reassure the senators that the 

corporation would be small, having “a maximum annual administrative budget of $35 million,” 

and was intended to “provide financial assistance to the industry [rather than] get Government 

into the business.”
18

 

 The Senate debated two versions of S. 932:  the “Synthetic Fuels Corporation Bill” 

reported by the Energy and Natural Resources Committee, and the “Energy Financing Act,” 

reported by the Banking, Housing, and Urban Affairs Committee.  The administration favored the 

Energy Committee’s version, as it closely duplicated the president’s proposed Energy Security 

Act.  To ensure passage of the “Synthetic Fuels Corporation Bill,” the White House dispatched 

Vice President Walter Mondale to the Senate, where his ballot might be needed as a tie-breaker.  

The results, however, showed a clear victory for the measure proposed by the Energy Committee, 

with the Banking Committee version going down in defeat 57 to 37.   

The legislation now known as the Energy Security Act created the United States 

Synthetic Fuels Corporation, the new name for what the president had originally referred to as the 

Energy Security Corporation.  When the Senate Energy Committee reported its version of the 

Energy Security Act on Monday, November 5, 1979, it had changed the corporation’s name to the 

United States Synthetic Fuels Corporation – subsequently known by shortened forms:  Synthetic 

Fuels Corporation, Synfuels, Synfuels Corporation, or simply SFC.  The corporation was a sui 

generis, special-purpose federal entity created exclusively for the development of a synthetic 

fuels industry.  During the House debate, then Rep. Albert Gore, Jr. (D-TN), referred to the 

corporation as an entity unlike anything else Congress has ever created.
19

  SFC’s responsibility 
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was to provide financial assistance to the private sector for developing the commercial production 

of synthetic fuels by private industry.
20

 

The United States Senate finally approved the Energy Committee proposal on November 

8, 1979, by a vote of 65-19, enacting “[a]n ambitious and expensive program to create a new 

American synthetic fuels industry to reduce reliance on foreign oil imports.”  With passage, 

Carter had one of his few major successes, as the Senate had earlier defeated the third effort in 

two days to eliminate the proposed Synthetic Fuels Corporation.  Victory had been achieved by 

the industrious efforts of secretary Duncan, who offered private congressional briefings as his 

final sales ploy, as well as rumors that circulated about a “possible new disruption in Iranian oil 

exports.”  ESA’s passage was bittersweet, though, amidst the student takeover of the American 

Embassy in Iran.  The unfolding situation, with Americans still held as hostages, undoubtedly 

made the senators wary about cutbacks in the president’s proposals.
21

 

Even after Carter’s legislation passed the Snate, it still had to endure scrutiny and 

compromise from the conference committee.  Reconciling the Senate and House bills did not 

come easy.  Reflecting this legislative logjam and leadership void, the president’s synthetic fuels 

bill had not even reached the conference committee four weeks after its passage.  A turf war 

between the Senate’s Energy and Banking Committees caused the stalemate.  Each group wanted 

to control the conference agenda.  Meanwhile, the White House tried to put a positive spin on 

published accounts of these holdups, indicating “a few months’ delay at the beginning may be 
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only a minor setback.”  The total picture, though, was of a president “unable to inspire any sense 

of urgency in Congress on one of the critical issues of his Administration.”
22

 

Prospects for passage grew remote as the 96
th
 Congress approached the end of its first 

session.  Both the House and Senate had passed different versions of two key energy measures:  a 

synthetic fuels program and creation of the Energy Mobilization Board.  With Christmas break 

rapidly approaching, it was unlikely that House-Senate conferees could iron out their differences 

on these two bills before the recess.
23

  Failure to complete these major energy measures meant 

that Carter had to anticipate entering the coming campaign season without achieving anything of 

substance to resolve this major issue.  The sense of disappointment was especially heavy because 

the administration found itself behind its own timetable for end-of-the-year objectives, initially 

expecting to have all of the president’s energy legislation passed before January 1.
24

 

The EMB never made it through Congress.  The states, particularly those in the West, 

lobbied vigorously to prevent its passage.  They feared their laws would be trumped by federal 

laws and the EMB would have the power to supersede any rules and legislation the states would 

enact.  In the Carter memo titled “EMB Talking Points,” reference was made to EMB 

amendments in the House bill as well as the Senate bill that “would give the [EMB] Board power 

to override the substance of Federal, State and local law.”  The White House had not asked for 

this, but acknowledged that the EMB needed a “strong Board with power to expedite and cut 

through red tape at all levels of government.”
25
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With time fading for meaningful action in 1979, the energy situation remained confused, 

handicapped by a dearth of presidential leadership.  Duncan worked hard on the ESA but was 

hampered by Carter’s short attention span.  Schlesinger later observed that much of the lengthy 

delay in passing the energy legislation could certainly be accounted for by this deficiency.  

Despite the president’s intelligence, Carter was often lacking in political skills and indifferent to 

the larger political process.  Carter waffled many times on important issues.  Spreading himself 

too thin, he would easily be distracted while trying to make progress on thirty-plus fronts 

simultaneously.
26

 

The huge size of the conference committee, with fifty-three members, made it difficult to 

merge a long and involved Senate bill with an almost entirely different House version.  The chair 

of the Senate conferees, Sen. Bennett Johnston (D-LA), pleaded with House members to put their 

amendments in writing for conference meetings.  Often, House committee members found the 

Senate bill inadequate, which certainly was not the attitude needed to reach any sort of 

compromise.
27

  Not only were there animosities between the two rival committees, but problems 

also existed among individual members from different political parties.
28

 

Resistance to the administration’s conservation efforts continued, both domestically and 

abroad.  Duncan received a lackadaisical response when he addressed the International Energy 

Agency outside Paris, and urged the twenty-member group to adopt stricter conservation quotas.  

He was met with shrugs of indifference, the same response Duncan experienced a month earlier 

when he encouraged a meeting of American governors to reduce energy usage.  Earlier in the 

year, one of the administration’s conservation efforts involving a gasoline rationing bill was 
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derailed.  Various legislators expressed concern that the needs of voters in western states and 

rural areas were not being considered.  Even after the bill was rewritten to appease the interests of 

bickering factions, its passage was not assured.  When the president gathered US governors at the 

White House in November to urge conservation in “all forms of energy, rather than gasoline 

alone,” there was squabbling.  Some felt their states were given too great a share of the burden in 

the conservation measures.  For example, Texas, with no mass transit, depended on gasoline for 

people to get around within the state, so conservation measures in this state would hit especially 

hard.   

A recent decline in demand for gasoline, “off 5 to 10 percent,” diluted the impact of 

repeated calls for conservation.  This drop may have been due more to a bad economy and price 

increases than presidential pleas for penny-pinching.  John F. O’Leary, a former deputy secretary 

of Energy, stated, “[T]here is no evidence that calls to volunteerism have any lasting effect on 

conservation . . . . The half life of voluntary cooperation is six weeks.”  Beyond that time frame, 

O’Leary observed, people see that their neighbors are not fully compliant, and then “everyone 

develops a feeling of inequitable treatment, so people go back to their old habits.”
29

 

In his New Year’s message, Carter emphasized national security, a common presidential 

goal.  The president now urged quicker action on the Synthetic Fuels Corporation legislation.  

Carter also saw the Energy Mobilization Board as “a vital measure in the effort to eliminate 

unnecessary red tape in the construction of needed energy facilities.”
30

 

In a break from tradition, Carter sent Congress the text of his 1980 State of the Union 

address several days in advance.  He wanted legislators and the public to be aware already, as 
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they listened to “vital areas of concern.”  In his speech, the president emphasized a return to 

energy security, responsible government, strong defense, and world peace.  In particular, he 

stressed that because of the many proposals still pending, he had no intention of adding anything 

significant to the administration’s agenda during the final year of his first term. 

Carter delivered his State of the Union address on January 23, 1980.  He began rather 

solemnly by acknowledging:  “This [sic] last few months has not been an easy time for 

any of us. . . .  The 1980’s have been born in turmoil, strife, and change.”  Over half of the speech 

was devoted to the spreading Soviet military presence in other countries and the threat that 

expansion represented to US security.  The president used this context to urge Congress to act 

promptly on the synthetic fuels legislation.
31

      

After his 1979 State of the Union message, the president had been sharply criticized for 

hardly mentioning the energy topic. But, his 1980 address contained many explanations of how 

energy issues impacted the US economy.  Carter wanted swift passage of the windfall profits tax 

on crude oil.  There was an unprecedented sense of urgency.  The president recognized his 

chances for reelection hung in the balance, only nine-and-a-half months remained in his term for 

any meaningful accomplishments.
32

                    

Despite Carter’s clear charge, when the Senate-House Conference Committee resumed 

after a six-week holiday hiatus, the meeting quickly ended after ninety minutes of arguing about 

matters that had previously been agreed upon, such as the amount of money to commit to the 

organization, the length of its limited life, and production goals.  Conference uncertainties led two 

of the participants to wonder whether the wrangling might go on all year, thereby demonstrating 
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the chronic lack of leadership that continued to plague these efforts into the new decade.
33

    

Increased activity by corporate lobbyists became a major new influence.  The audience included 

several hundred corporate lawyers and political lobbyists, each looking after the interests of their 

benefactors.  Observers speculated that the creation of a government synthetic fuels program 

would create an “energy industrial complex.”
34

           

In February 1980, Eizenstat gave a memorandum to the president to guide his 

conversations with conference committee members.  Eizenstat wrote, “[W]e all recommend that 

you follow these talking points closely.  A delicate balance is required if this statement is to be 

useful in prompting speedy action rather than delaying further progress because of  Congressional 

pique.”  Carter’s relations with Congress, as well as his instinctive communication tactics, 

warranted constant nurturing by his aides.  At the time of this communication, Carter’s frustration 

becomes evident with his admonishment to the committee that they have a “great responsibility 

for the future of our nation” and “[t]hey must get on with the job” of getting this legislation to the 

president’s desk as soon as possible.  Carter recalled the lengthy delays that “bogged down” his 

past energy legislation, and did not want a repeat.  Unfortunately, that is exactly what happened.
35

 

When the president met with the SFC conference committee, he stressed both the nation’s 

security and economic well-being.  Carter chastised members for their “business-as-usual 

approach to finishing work on the remaining issues,” challenging them “to set and stick to a firm 
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schedule . . . .”  His tone emphasized the great responsibility the committee bore for the nation’s 

future security.
36

 

Carter’s lobbying efforts had some impact, because on Tuesday, March 4, 1980, the 

Senate-House Conference Committee finally broke a three-month deadlock.  Members agreed to 

create a new corporation with authority to spend $20 billion over the next four years to develop 

synthetic fuels.
37

  It established a seven-member board of directors of the Synthetic Fuels 

Corporation with a twelve-year life (just as the ESC was originally set up) to produce the 

synthetic-fuel equivalent of 500,000 daily barrels of oil by 1987 – increasing to two million 

barrels by 1992.  After its first four years, once certain conditions were met, the corporation 

would have an additional $68 billion available for expanded production of synthetic fuels.  

Normal government contracting procedures, federal pay scales, and bureaucratic red tape would 

not apply to the corporation.
38

  The administration, along with conference committee members 

and other members of Congress, had established ambitious production goals.  They realized that 

attaining them would require unusually high financial commitments.  Therefore, “establishment 

of an independent Federal entity of limited duration” would help them reach the production 

targets faster.  For such aggressive purposes, an ordinary agency would not suffice.  No 

government entity, mired in typical red tape and bureaucratic procedures, could develop a 

commercially viable synthetic fuels industry within a decade.
39
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That is why the Energy Security Act established the SFC to be “free of many of the 

constraints placed on such departments and agencies.”
40

  Congress envisioned the corporation 

functioning “much like a private corporate entity such as a bank or other financial institution.”
41

  

Conferees expected the United States Synthetic Fuels Corporation to “be fully operational within 

nine months of enactment and not later than fifteen months after enactment.”
42

  With the 

president signing the bill on Monday June 30, 1980, nine months would be March 1981, and 

fifteen months would be September 1981. 

During committee meetings, the structure of the corporation presented an impasse.  The 

Senate had passed a complex and intricate bill with provisions for the corporation based on the 

assumption that Congress was merely exercising its power of incorporation.  In every other 

respect, however, the corporation was not treated as an instrument of government.
43

  

By contrast, the House passed a simple and short bill.  It did not, however, envision 

creation of a corporation responsible for making grants for synthetic fuels projects.  The House 

conferees wanted more governmental control of the corporation, since they realized it would 

allocate billions of tax dollars that would be funneled to project sponsors.  At the final meeting, 

senators suggested eight amendments placing restraints on the corporation, yet they were still 

earnestly trying to keep it a legal entity independent of government.
44
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The conference committee devoted more than 3,500 staff hours to the legislation.  Prior 

to the last meeting, staff members worked twenty days straight, often from 9 in the morning until 

midnight.  Most sacrificed Christmas vacation, as well as Easter and Memorial Day recesses.
45

   

During these drafting sessions, the committee “guarded against interim or recess 

appointments to the Board [SFC], by requiring that the Board consist only of those who have 

been appointed by the President by and with the advice and consent of the Senate.”
46

  The 

committee also restricted the president’s authority to dismiss directors, who did not serve at the 

pleasure of the president and could be removed only for neglect of duty, or malfeasance in 

office.
47

  The legislation also specified that all contracts and financial instruments of the SFC 

“shall be general obligations of the United States backed by its full faith and credit.”
48

 

The Energy Security Act, therefore, created an entity that was a hybrid between a 

government agency and a financial institution.  It was a legally chartered corporation, governed 

by a board of directors, and subject to the Davis-Bacon Act regarding wage protection of 

workers.  The corporation must have an inspector general who reported to Congress.  It was also 

subject to the Freedom of Information Act and the Sunshine Act.  In addition, other requirements 

imposed by Congress shaped SFC in the mold of a federal agency.
49

 

The Senate proceeded to consider the S. 932 conference report, the Energy Security Act, 

on June 19, 1980.  Sen. Henry Jackson (D-WA) introduced the report, urging the Senate to set 

aside its typical indecision and recognize the hazard to America’s national security represented by 
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the ongoing energy situation.  One of the central ideas behind Senator Jackson’s position was that 

the American people, while waiting in endless gasoline lines, would cry, “Well, that Senator 

simply voted for more research and development.”  Jackson implored the chamber, “Is it not time 

we produced?  Is it not time we get something done in the midst of this crisis?  I think the public 

has the right to call upon the U.S. Senate to produce, and produce here and now, by adopting this 

legislation.”
50

 

The conference had been long and difficult, Sen. Bennett Johnston (D-LA) 

acknowledged, due to the magnitude and complexity of the problems and policies presented by 

the legislation.   “[I]t takes this country a long time to get aroused . . . it takes the sleeping giant a 

long time to awaken . . . it takes us a long time to mobilize . . . . [T]he sleeping giant is at last 

beginning to awaken.”
51

 

Sen. Jennings Randolph (D-WV) reminded his colleagues about the failed efforts of the 

Synthetic Liquid Fuels Act of 1944, with which he was involved as a member of the House.  

Once World War II concluded, there remained no sense of urgency, no leadership to champion 

the program.  He noted that the $95 billion spent in 1980 for petroleum imports ended up 

overseas in the hands of unstable and unfriendly nations.  He urged passage of the Energy 

Security Act, since it represented a relatively smaller expenditure of $88 billion.  Randolph 

invoked the name of President Abraham Lincoln and tried to arouse the nation’s patriotic spirit as 

he compared the energy crisis to the Civil War.
52

  Rep. Jim Wright (D-TX), House majority 

leader, declared this legislation “to be the single most important bill upon which this Congress 

will have an opportunity to act this year [1979].  It may be the most important bill upon which we 
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will act during this decade [the Seventies].”
53

  Without exception, the legislators who spoke in 

favor of synthetic fuels used national security as their primary rationale.
54

 

On Thursday, June 19, 1980, the Senate voted 78-12 in favor of the Energy Security Act.  

Fifty-two Democrats and twenty-six Republicans supported the legislation, while a sole Democrat 

and eleven Republicans voted against it.  Support was generally broad, despite the fact that the 

favorable outcome was heavily weighted by Democrats. 

Only a week passed before the House of Representatives began its debate on the Energy 

Security Act on June 26, with Representative Moorhead introducing the legislation.  Although 

early involvement with the bill may have clouded his objectivity, Moorhead urged passage of the 

conference report by stressing that it would solve the nation’s energy crisis, create thousands of 

high-paying and skilled new jobs, and make America militarily defensible again.
55

  Moorhead 

quoted the president of France, Valéry Giscard d’Estaing, into the record, “I [Giscard d’Estaing] 

am now convinced that on the day the United States will really move in the production of 

synthetic fuels, there will be a major change in the world situation.”
56

  

Rep. John Dingell (D-MI) spoke passionately in favor of the legislation.  He elaborated 

for history the detailed modifications imposed by the conference committee during its long debate 

over the preceding seven months.  To Dingell, SFC was a “Federal agency,” and an 

“instrumentality of the Federal government,” rather than “a non-Government entity.”  In his 

lengthy remarks, Dingell sought to clarify statements that reinforced the need for congressional 
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oversight of SFC.
57

  His comments were noteworthy because most SFC advocates had stressed 

the importance of the SFC being an independent, autonomous, federal corporation – free from 

bureaucratic red tape, cumbersome contracting procedures, and limitations of federal wage scales.  

The administration and congressional leaders felt these liberating attributes were essential to 

expedite the commercial production of synthetic fuels for the nation’s security.  This argument 

over the corporation’s exact status lasted more than eight months “because of the refusal of the 

House to create a federal entity with almost no Congressional or other controls.”
58

  The Senate 

conference committee members in their final meeting had already offered eight amendments 

transforming the corporation from a nongovernment entity into a federal agency.  Unfortunately, 

these amendments were drafted in haste, creating ambiguity that would come back to haunt the 

corporation.
59

  This disparity about whether the SFC would be truly independent eventually 

became one of the prime factors in its demise.  Congress was willing to grant the authority, but 

not to yield the power. 

Rep. Albert Gore, Jr. (D-TN), who would become vice president of the United States, 

voiced his strong support for the bill when he said, “Twelve years from now, when the Synthetic 

Fuels Corporation closes up shop, I am confident that those of us who supported this bill will 

look back with pride in the knowledge that we helped put America on the road back to energy 

security.”
60

  Unbeknownst to him at the time, however, it would be less than half that long before 

SFC would shut its doors forever. 

When the final House vote was taken on Thursday, June 26, 1980, the Energy Security 

Act passed by a vote of 317-93, with 232 Democrats and 85 Republicans voting in favor.  They 
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overshadowed the 28 Democrats and 65 Republicans who opposed, though there was definitely 

bipartisan support.
61

 

It had taken almost a full year for Carter to get his July 15, 1979, proposals passed by 

Congress.  In 1979, energy was the number one issue before Congress, and as such, politicians on 

both sides of the aisle were trying to make a name for themselves.  The American people 

demanded action and Congress and the public believed that synthetic fuels were the panacea for 

the nation’s energy crisis.  Most of the delay had to do with a power play between the Senate 

leadership of Senators Jackson and Nunn, to name a few, and the House leadership of Moorhead, 

who tried to use his seat on the Armed Services Committee to advocate having the DOD lead in 

the synthetic fuels program.  The White House and the Senate pushed for the Synthetic Fuels 

Corporation concept.  Ultimately, a compromise was reached whereby the Energy Department 

was given authority under the Defense Production Act to fund one or more projects during the 

interim “fast track” program before the SFC was declared operational by the president.  It was 

during this “hurry-up” period that the Union Oil Parachute Creek and Colony/Tosco oil shale 

projects were funded.  In both cases, the United States Air Force, via the Department of Defense, 

had right of first refusal on the end product.
62

 

The signing ceremony occurred on Monday, June 30, 1980, at 4 p.m., just in time to 

make the national network news.  Orchestrated for maximum pomp and circumstance, the event 

was held on the White House South Lawn with an impressive list of sixty-six guests.  At the 

ceremony, President Carter thanked congressional leaders for their hard work and identified this 

legislation as the “keystone” of the nation’s energy policy.  He indicated that the energy problem 
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was a “clear danger to our lives and livelihood.”  When he mentioned that the Energy Security 

Act gave the country “the weapons to wage and win the energy war,” Carter added alliteration to 

his arsenal of wartime metaphors.  The president also equated the legislation with jobs, stating 

that “at least 70,000 a year would be created by the Act.”  Carter wove a series of historical 

highpoints together, virtually wrapping the flag around the legislation.  “We are the same 

Americans who just 10 years ago put a man on the moon.  We are the generation that dedicated 

our society to the pursuit of human rights . . .  justice . . . & equality.”  He noted:  “We have the 

knowledge, wisdom & skill derived from more than two centuries of overcoming obstacles.  We 

have the will & power of a mature nation and the vision & determination of a young people.”  

The president reminded the United States that in “just a few days we will celebrate the birthday of 

our declaration of political independence.  I can think of no more fitting birthday present than this 

declaration of energy security—energy independence which I am proud to sign for you today.”
63

  

Carter added, “It is a great day for America.”
64

 

The industry Carter had succeeded in “jump-starting” would be enormous.  Synthetic 

fuels plants were capital intensive.  A commercial coal gasification facility designed to produce 

125,000 thousand cubic feet per day of gas represented an investment of at least $1.2 to $1.5 

billion, and if the size is increased to produce 290 Btus per day (50,000 barrels of oil equivalent), 

the cost rose to $4.4 billion.
65

  A coal liquefaction plant capable of producing 100,000 barrels per 

day of synthetic crude oil was estimated to cost $5 billion.  An oil shale facility designed to 
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produce 50,000 barrels per day required an investment of at least $4.2 billion.  Only fifty-two 

industrial corporations in the United States had total assets of as much as $5 billion.
66

  President 

Carter declared June 30, 1980, to be “Energy Independence Day.”
67

 

Four days later, the Aspen Institute for Humanistic Studies issued Options for Fueling 

America’s Transportation to remind the country of its continuing vulnerability to an oil cutoff.  

The authors concluded that because the nation relies on imports for almost half its oil needs, a 

“grave” threat to national security had been ignored by government and other planners.  There 

existed a “high potential for supply interruptions,” with the United States as inadequately 

prepared as it had been in 1973.  An interruption this time could very well result in a depression 

in the Western world.  For planning purposes, the authors argued, the country could “reasonably 

project a probability of one or more supply interruptions, higher prices and the possibility of a 

permanent constriction in the world oil supply.”  Promoting the development of a synthetic fuels 

option, which they strongly suggested in the report, would play a role in the least-cost energy 

strategy.  Then Sen. Bill Bradley (D-NJ) said at a news briefing that the issues of energy security 

still had not made a significant impression on the American public, despite the 1973 oil embargo 

and the Iranian revolution.  The chances of an interruption in crude oil supplies seemed more 

likely than either a Soviet invasion of Europe or a nuclear exchange by the major powers.
68

  With 

all the confusion over SFC’s exact identity, whether it was “fish or fowl,” tensions within 

Congress and the SFC’s relationship with members of Congress were exacerbated from the 

beginning. 
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Carter had everything in place.  The major obstacle for him, besides follow-througgh, 

was communicating the seriousness of the energy problem to average Americans.  If he could not, 

then they were unlikely to support the president’s policies.
69

  Could he succeed? 
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Chapter 6:  The Sawhill Era 

 
The Energy Security Act of 1980, and 1980 Amendments to the Defense Production Act 

of 1950, generated an enormous amount of interest on the part of members of Congress and their 

staffs, as well as the public.  The chair of the House Subcommittee on Economic Stabilization of 

the Committee on Banking, Finance and Urban Affairs, Rep. William S. Moorhead (D-PA), 

assembled and printed a compilation of the act and the amendments, consisting of three volumes 

approaching 2,300 pages in length.  Such a congressional publication is rare. 

With the Energy Security Act now the law of the land, what should have been an easy 

job, finding and nominating a chair, became difficult rather quickly.  This included, as well, six 

additional individuals to become directors of the SFC board.  The directors would have part time 

positions with staggered terms. 

 A search for the most suitable candidates had been initiated by the White House in early 

1980.  By April 25 of that year, Katherine (Kitty) Schirmer, energy advisor to Eizenstat, had 

reviewed a résumé book with abbreviated summaries of the “most talented prospects to head up 

the SFC.”  Although it was still three months before the legislation was enacted, and none of the 

executives was aware they were being considered, Schirmer sent Eizenstat a memo commenting 

on several of the Fortune 500 candidates whose names were circulating.  She encouraged 

Eizenstat to broaden the hunt:  “The list is too narrow and does not tap into the range of expertise 

that the Corporation will need to thread the energy technology, investment, and political 

needles.”
1
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 But, the administration had difficulty filling the chair’s position.  The White House had 

hoped to make a choice known by the time the bill was signed at the end of June 1980.
2
  Several 

business executives declined the opportunity, and the remaining candidates aroused little 

enthusiasm. 

 In late July 1980, the name of Fletcher L. Byrom, chair of the Koppers Company of 

Pittsburgh, Pennsylvania, was leaked to the press as the future SFC head.  The Koppers Company 

was a producer of chemicals and mineral-processing machinery, as well as the sponsor of one of 

the first domestic pilot plants that produced gasoline from coal.  Byrom indicated that he was 

honored to be under consideration, but said that he “had no recent contact, even indirectly, with 

administration recruiters.”  At the same time, information surfaced that Deputy Energy Secretary 

John Sawhill was “the only person . . . to have been eager for the job . . . [but was] out of the 

running now.”
3
  There are indications that Sawhill was the person most responsible for 

advocating his availability and desire for the position.  It was convenient for Sawhill that DOE 

secretary Duncan had entrusted Sawhill with the responsibility of providing the names of possible 

candidates to fill the top SFC spot. 

 Six days after the trial balloon, Byrom announced “he had asked that his name be 

removed from consideration as chairman of the new United States Synthetic Fuels Corporation.”
4
  

Meanwhile, Sawhill had distributed his own biography to reporters.  He was viewed as a 

compromise candidate in a search that had “become somewhat embarrassing to the Carter 
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Administration,” in the words of a New York Times feature story.
5
  At least four people had said 

they were not interested in the position, even though it was expected to pay somewhere in the 

range of $150,000 to $300,000 per year.
6
 

 The White House considered several other possible candidates besides Byrom and 

Sawhill.  These possible nominees, all with impressive resumes, were: Bill May, retired chief 

executive officer of American Can Company; Jack Fishwick, president of Norfolk and Western 

Railroad; Bill Donaldson, retired dean of the Yale School of Organization and founder of the 

investment banking firm, Donaldson, Lufkin& Jenrette; Ben Heineman, president of Northwest 

Industries; Peter McColough, chairman and chief executive officer of Xerox; Frank Cary, 

chairman of IBM; Thornton Bradshaw, president of Atlantic Richfield Company; Tom Murphy, 

chairman and chief executive officer of General Motors Corporation; Robert McNamara, former 

Secretary of Defense.  The White House wanted an accomplished individual who possessed the 

industry experience and business qualifications to lead the SFC – these were criteria of great 

importance.
7
   

 By the end of August 1980, a senior administration energy official, “disgusted” by the 

lengthy delay, labeled the White House staff work on the nomination “disgraceful” and indicated 

“tactical bloopers” had been made in approaching too many executives who were not interested in 

“changing jobs under any conditions.”
8
   Also, election-year politics played an increasing role in 

the selection process. 

Finally, on September 10, 1980, Carter nominated Deputy Secretary of Energy John 

Sawhill for consideration as SFC chair.  Although press reports indicated that Sawhill was the 
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favored choice of Eizenstat, Sawhill’s selection was viewed as a compromise.
9
  Newsweek noted 

that although Sawhill’s nomination was well received by industry officials and politicians, the 

“energycrat was at best a second choice.”
10

 

At his announcement, Carter again stressed that the SFC was the “cornerstone of . . . the 

national energy policy . . . [It was] the main instrument in cutting down the intolerable 

overdependence of [the nation] on imported oil from, primarily, the OPEC nations.”
11

  The 

president reiterated that this dependence threatened the country’s economic life as well as its 

national security.  The SFC was by no means a small undertaking. 

Edward Cowan, New York Times columnist, noted that Sawhill had “the right credentials 

for the job, a combination of experience in Government and the private sector,” even though he 

lacked the Fortune 500 credential important to the administration.  In addition, Sawhill, who 

considered himself an Independent, had served under Democratic as well as Republican 

presidents.  He had a track record as an “impressively cool policy planner and crisis manager.”  

Previously, at age 38, he had been president of New York University, the largest private 

university in the country; a consultant at McKinsey & Company; and a vice president with 

Commercial Credit Company.  He had earned doctorates in both economics and finance.
12

 

According to Duncan’s reflections and Sawhill’s own admission, Sawhill had “lobbied” 

vigorously for the nomination.  There was some confusion on the level of compensation for the 

chair, ranging from a low of $150,000 to a high of $300,000 per year.  Even at the $150,000-
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level, the chair’s position would be the second-highest-paying government job in the nation’s 

capital, behind only the president.
13

  The post was a seven-year term, not retractable by a different 

president.  Although Senate confirmation was a prerequisite, both the chair and the SFC were 

exempt by statute from civil service and several other laws normally restricting government 

agencies.  Years later, Sawhill indicated that he very much wanted to be chair, as he had grown 

tired of bureaucratic procedures, federal contracting laws, and the glacial pace of DOE decision 

making.  Achieving independence from the red tape and restrictions complicating his every move 

at DOE appealed to Sawhill.  He wanted a challenge with a considerable amount of freedom, one 

that also allowed him the chance to make a substantial contribution to the nation’s future.  Rather 

than merely reading history, he wanted to make history.  Sawhill had been seeking an opportunity 

that would utilize his corporate, government, and academic experiences.
14

  This new synfuels 

entity was expected to be the “catalyst for an industry on which more money [would] be spent  

than on the space program, the interstate highway system, and the Marshall Plan combined.”
15

 

Following “an arduous search,” President Carter announced the remaining six SFC board 

nominees on September 13, 1980:
16

 

 Lane Kirkland, president of the AFL-CIO 

 Cecil Andrus, secretary of the interior 

 Frank Savage, vice president of Equitable Life Insurance’s Investment 

Management Department 

 Frank Cary, chair of IBM 

 Catherine Cleary, former chair of the First Wisconsin Trust Company of 

Milwaukee and adjunct professor at the University of Wisconsin’s School of 

Business Administration 
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 John deButts, retired chair and chief executive officer of AT&T
17

 

 

Cary and deButts had been mentioned previously in the memorandum that Cutler et al. had 

written in April 1979, as well as in subsequent congressional testimony.  Kirkland would 

represent labor on the board.  Savage had investment experience – plus, he was an African 

American.  Cleary brought gender diversity.  Andrus would speak for environmentalists.  All in 

all, the nominees displayed a broad spectrum of capable, knowledgeable, and experienced 

individuals. 

 The Senate Committee on Energy and Natural Resources held SFC nomination hearings 

on September 18 (Thursday) and 24 (Wednesday), 1980.
18

  Sawhill provided the most extensive, 

in-depth comments, viewing the SFC as an “investment bank” and a “catalyst” to jump-start the 

nation’s synthetic fuels effort.  His remarks stressed the mission’s urgency, with phrases such as 

“expedited procedures,” “nation cannot wait,” “stepping up the pace,” “urgency of moving 

forward expeditiously,” “timeliness of executive decisions,” “feel a sense of urgency,” and 

“ambitious goals.”  Sawhill thought that the legislation provided for “flexibility” and “latitude” in 

SFC operations.  To convince the private sector the corporation was not “simply another 

Government bureaucracy,” the SFC needed to attract the “highest caliber of professional 

expertise,” mostly from the private sector.
19

  Committee members likewise expressed concern 

that this effort start as soon as possible, worrying that if it took until 1981 for the board to be put 

in place, then the nation could experience another “energy disaster” in the interim.
20
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 Secretary Andrus focused on his commitment to the environment, saying the experience 

of the last decade had convinced him that the country needed “both more energy and a decent 

environment.”  He did not foresee an “energy versus environment” confrontation, nor did he think 

one was necessary.
21

  Andrus acknowledged that before becoming an SFC board member, he 

would have to resign as secretary of the Interior.  The other nominees indicated their strong 

support of the SFC and its mission to the Senate Committee. 

 Yet what emerged also in the hearings was the continued disorganization, disarray, and 

lack of candidate preparation urgency on the part of the White House.  On September 24, 1980, 

Sen. Henry Jackson (D-WA) read into the record a letter dated that day from Michael Cardozo, 

deputy counsel to the president, to Jackson stating that Frank Cary had asked that his nomination 

to serve as a director be withdrawn.  In his accompanying letter, Cary wrote, “Yesterday, I was 

shocked to learn that all of the quantitative details of my own financial life, and my wife’s as 

well, would have to be made public. . . . I object to this requirement and had I known it, I would 

never have allowed my name to be submitted.”
22

  Jackson later read another letter he had received 

from Cardozo, dated the previous day, stating that Carter’s six nominees (including Cary) were to 

serve in a part-time capacity.  Even Cleary did not know her appointment was for two years until 

September 23, but these details about directors, terms, and serving capacity were all spelled out in 

the Energy Security Act.
23

  Such issues compounded the embarrassment of the administration 

over delays associated with the SFC launch.  Had the White House even read the ESA? 

 Carter’s remaining nominees encountered political problems on Capitol Hill.  With the 

president’s declining prospects for reelection and the looming presence of Sen. Edward Kennedy 
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(D-MA) as a potential candidate, partisan politics assumed a more important role in the 

confirmation process.  Republicans on the Senate Energy Committee called for Senate 

confirmation of Sawhill and three other board members, with one of these approved for only a 

one-year term.  This move would allow Carter’s Republican presidential opponent, California 

Gov. Ronald Reagan, to nominate his choices for four of the seven seats the following year if he 

were elected.  The presidential winner would be able to fill the remaining three positions after his 

inauguration, and the fourth within a year, or a majority of the board.  Therefore, the winner 

would be in a position to appoint a majority of the board.  The Democrats on the Senate Energy 

Committee rejected this “genuine goodwill offer,” which in turn prompted the Republicans to 

mount a major battle on the Senate floor to block confirmation of the entire slate.
24

 

 With the White House determined not to concede anything to the Republicans, it became 

clear Sawhill could be blocked unless Carter were reelected.  If Reagan won, however, White 

House dawdling could mean the end of the Synthetic Fuels Corporation altogether.
25

  The 

Republicans knew that by employing every imaginable delay tactic, from requests for voluminous 

information to threats of filibuster, they could potentially doom the SFC organization before it 

achieved any momentum.  With the presidential election only weeks away, Reagan’s aides made 

it clear that if he were elected, he would not endorse any “giveaway program like the synfuels 

program.”
26

  Sawhill’s strategy focused on winning industry support as he tactfully tried to get the 

SFC moving, apparently thinking it would be more difficult to stop a moving train than one 

stalled at the station.  Yet by the end of September, Sawhill still had not won Senate confirmation. 
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 Sawhill’s nomination should have had strong support in Congress, as he was 

recommended by the likes of Senate Majority Leader Robert Byrd (D-WV) and House Speaker 

Thomas P. O’Neill (D-MA).  Sawhill had been confirmed by the Senate three times before (as 

deputy federal Energy administrator, then administrator, and then deputy Energy secretary).
27

  

One Senate aide remarked that Sawhill was “clearly the most comfortable candidate on any 

list.”
28

 

 The Senate Energy Committee approved Carter’s six board nominees in a 12-to-6 

partisan vote on Thursday, September 25, 1980.  Sen. Lowell Weicker, Jr. (R-CT), was the sole 

Republican to vote with the majority.  The remaining Republicans vowed a fight on the Senate 

floor. 

 On Wednesday, October 1, 1980, the Senate moved to take up the nominations.  During 

the debate, Sen. Mark Hatfield (R-OR) filibustered, peeved that the White House had rejected 

efforts to delay confirmation for two members of the board.  The Republican proposal was for the 

Senate to confirm four board members and delay adding additional members until after the 

presidential election.
29

  If Reagan were elected, then he would be able to nominate candidates of 

his choosing. 

 Sen. Gary Hart (D-CO) opposed the confirmation for a different reason.  Hart had asked 

the White House to nominate another director from a Western state to the SFC board.  He thought 

that region would be most affected by the initiatives of the SFC.  Since Cecil Andrus from Utah 

was already a nominee, Hart wanted the vacancy created by the withdrawal of Frank Cary to be 

reserved for a second representative from the West to reflect the interests of these constituents.  

                                                           
27

 Hershey, “Sawhill Synthetic Fuel Chief,” D1. 
28

 Jaroslovsky, “Sawhill Is Named Synthetic-Fuels Chief by Carter,” 2. 
29

 Congressional Record—Proceedings and Debates of the 96
th
 Congress/Second Session, vol. 125 (22)   

(Washington, DC:  US Government Printing Office, 1981), 28769-28787. 



200 

 

“No State in the Union would have to bear more of the responsibility for the development of the 

synthetic fuels industry than the state of Colorado.”  Hart beseeched the White House for a pledge 

from the president that such an appointment be made.
30

 

 But, the White House was reportedly preparing to accept the Republican proposal.  

Before nominations were called up on October 1, the compromise collapsed when Hart said he 

would filibuster the nominations unless Carter agreed to name a Westerner to replace Cary.  With 

the president out-of-town campaigning, the White House was not able to make a commitment in 

time.
31

  A New York Times/CBS News Poll, made available on September 30, 1980, showed 

independent voters deserting presidential candidate John Anderson for Reagan, a situation that 

demanded Carter’s immediate attention.
32

 

 The Iran hostage crisis also continued to weigh heavily on Carter.  In a 1982 interview, 

he admitted that it “gnaw[ed] at your guts no matter what good, other things were going 

on. . . .  [T]hat’s the way the hostage thing was for me for fourteen months. . . . [I]t was always 

there.  It was painful . . . .”
33

  Lord Carrington, the British foreign secretary, was in Washington 

during the last weekend in September.  He “was struck by the high degree of tension in the 

Administration.”
34

 

 Senior White House staff members were occupied with the Iranian hostage negotiations, 

the upcoming presidential election, and the third drawdown of the Chrysler Corporation loan 

guarantee.
35

  During autumn 1979, Chrysler was on the brink of bankruptcy.  Treasury secretary 
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G. William Miller had estimated that if a Chrysler bankruptcy occurred, it could cost taxpayers 

“two billion seven hundred and fifty million dollars and result in the loss of between seventy five 

thousand and a hundred thousand jobs within two years.”
36

  The Carter administration agreed to 

provide a $1.5-billion-loan guarantee to Chrysler.  And in the midst, the sense of energy urgency 

had disappeared—crude oil supplies had reached near-record levels as of September 26. 

 When it became obvious to Sen. Majority Leader Byrd that Sawhill’s nomination was not 

going to be approved, Byrd moved to “order retaining the status quo of all nominations not acted 

upon prior to [the] Election Day recess.”
37

  Sen. Hart indicated that he would have allowed the 

Sawhill nomination to pass, but delayed the others.  After Byrd withdrew the nominations, Hart, 

as he was leaving the floor, remarked to Sawhill, who was on the floor, “Sorry, John.  I support 

you as chairman, but this is something I had to do.”
38

  Later, when asked to comment, Hart 

speculated that the president and his staff were too preoccupied at the time by concerns about the 

reelection campaign and that they had on this occasion and others exhibited “an attitude of 

stubbornness.”
39

   

Sen. George McGovern (D-SD) speculated that Hart’s friendship with Sen. Kennedy (and 

Carter’s visceral dislike of Kennedy) may have contributed to Carter’s reluctance to call Hart to 

discuss Hart’s concerns about an additional Western representative on the SFC board.
40

  An 

example of the growing animosity between Carter and Kennedy occurred in the Los Angeles 

Times full-page ad shown in Figure 6.1, which appeared at the time of a Carter visit to Los 

Angeles, and represents the gasoline thrown on the relationship by Kennedy in addressing Carter 
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presidential supporters, and focusing on Carter’s “Crisis of Leadership.”  The display makes 

specific reference to Kennedy:  “The polls show that Senator Ted Kennedy is the leading choice 

among Democrats everywhere.”
41

  This ad provides an explanation for the June 12, 1979, alleged 

blunt statement by Carter (spoken twice) at a White House dinner for some sixty members of 

Congress:  “If Kennedy runs, I’ll whip his ass.”
42

 (See Figure 6.1) 

 

Figure 6.1.  “I'll whip his ass," campaign pins.  Author’s collection. 
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Figure 6.2.  Ad emphasizing President Carter’s lack of presidential leadership by Democrats for 

Change – 1980, with Sen. Ted Kennedy’s name (Los Angeles Times, March 2, 1979, F34) 
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Carter first executed Executive Order 12242, which formally assigned responsibilities to 

the Departments of Energy and Defense to carry out the “fast-start” program until SFC became 

fully operational, with such determination to be made by the president.  The “fast-start” 

provisions of the act were inserted due to the imperative need for developing a synthetic fuel 

industry, and because this program was “a matter of the highest national priority.”  Carter said he 

would “take all the appropriate steps to assure that the SFC is able to begin full-scale operation at 

the earliest practical time.”
43

  

Unable to have his nominees confirmed, Carter announced recess appointments on 

Sunday, October 5, 1980.  Carter was urged to do so by two senators – Byrd and Jackson.  No 

member of the House of Representatives did the same, as they had a different interpretation of 

Section 116 of the ESA, which precluded the president from making recess board appointments.
44

  

Carter stated, “The Synthetic Fuels Corporation can now begin immediately its work to design, 

build, and operate plants which will convert coal, shale, tar sands, and other American natural 

resources into synthetic fuels.  This corporation is the cornerstone of our national energy 

policy.”
45

   

The national sense of urgency surrounding the energy crisis, however, had dissipated 

almost overnight.  Gasoline lines had evaporated, high gas prices and fears of running out of fuel 

while driving had caused gas consumption to decrease, and ample crude oil supplies were 

available.
46
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Sawhill and the other four board members wasted little time in getting the SFC up and 

running.  The board of directors’ first meeting was held at the DOE in its DC headquarters in the 

Forrestal Building on October 8, 1980, with an overflow audience of about one hundred.  It lasted 

fifty minutes.  All five directors attended, as well as nominee Cecil Andrus.  Several times during 

the session, Sawhill stressed the importance of speed, using the phrases “accelerating production, 

“time pressure,” and “expeditious action.”  He pointed out the deadline of December 30, 1980, as 

set by the act, for the issuance of the first SFC solicitation for synthetic fuel projects.  By-laws 

were approved, as well as the Office of the Vice President-Finance.  The board set the time and 

dates of future meetings for the remainder of 1980, including the board consensus to have a 

meeting in Colorado to become familiar with oil shale projects.   Sawhill said that he would 

obtain a compensation study for board use in determining the permanent salary and fringe-benefit 

structure.  Board members agreed that the maximum permitted federal salary of $69,630 per 

annum was inadequate to attract the requisite talent to meet SFC-mandated production goals.
47

 

At the Monday, October 27th board meeting in the Washington, DC, Madison Hotel, all 

members plus Andrus were present at 10 a.m.  The chair discussed with the board the draft 

solicitation for projects.  Sawhill again stressed speed when he commented on the importance of 

moving quickly in issuing a solicitation, a point underscored by the expanding Iran/Iraq war.  

Sawhill stated: 

 

 

[T]he solicitation should provide the Corporation with maximum flexibility in 

order to carry out its business with the private sector in much the same fashion as 

any other institutional lender.  A solicitation issued by the Corporation . . . should 
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attract business and avoid suggesting to the synthetic fuels industry and to the 

financial community that the Corporation has any intention of imposing narrowly 

delineated requirements, as are now typical of solicitations issued by government 

agencies.  The Corporation . . . must convey the message that it recognizes that 

project sponsors are best able to define and develop their projects and should not 

be subject to burdensome submission requirements.
48

 

 

 During the closed portion of the meeting, Sawhill discussed compensation levels with the 

board.  He made the point that the chair’s salary would effectively set the ceiling for all senior-

officer salary levels.  If any exceeded Executive Level 1, the board must make a recommendation 

to the president of the United States, who in turn could approve or not approve.  Sawhill stated 

that an annual salary of $175,000 had been suggested for his position.  The board discussed 

whether this amount was adequate to attract the best available talent from the private sector, and 

concluded that it was.  At that point, Sawhill revealed he had a candidate for the position of vice 

president-administration, at a suggested salary of $95,000, subject to presidential review. 

The board also received a brief report about the compensation study undertaken by the 

human resources consulting firm Towers, Perrin, Forster, & Crosby (TPF&C) to recommend an 

appropriate “salary structure, grades and range for SFC based on [TPF&C’s] understanding of 

SFC’s particular needs.”
49

  Eight days later, Sawhill sent Carter a memorandum required by the 

act about compensation levels for the chair, board members, and certain officers.  The 

recommended salary level for the chair was $175,000, with compensation for nonemployee board 

members to be set at $10,000 per annum and $300 per attended meeting, in addition to 

reimbursement for travel expenses.  The board viewed the $175,000 figure as the “minimum level 

necessary to recruit high-level corporate officers from the private sector (e.g., general counsel, 

chief financial officer).”  This memo was forwarded to the director of the Office of Management 
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and Budget, James McIntyre, who in turn recommended that Carter approve (or not disapprove) 

the salary levels.  McIntyre was instructed to “inform Sawhill” of the president’s approval.
50

  

Salaries of the top three highest-paid SFC officers appeared in the Washington Post under the 

headline “Some Area Executives and Compensation.”  Sawhill’s pay, as well as that of the other 

two SFC officers, compared favorably to the compensation of officers of nongovernmental 

corporations.  It was significant that a federal entity would be listed with publicly held 

companies.
51

    

Referring to the act and in consultation with the board, TPF&C concluded that SFC 

possessed the following characteristics:  It was a highly professional organization similar to an 

investment banking firm advising and involved with extremely complex financings, and it 

required a staff of highly trained and qualified individuals in finance, law, and engineering.
52

  The 

recommended salary levels for 1981 ranged from a high of $240,000 for the chair and chief 

executive officer to a low of $8,800 for a mail/supply clerk.
53

 

The compensation levels and ranges recommended by TPF&C erupted into a firestorm on 

Capitol Hill, which quickly spread to the general public.  Carter later said when he talked to 

committee or subcommittee chairs about bills before their respective committees and for which 

they were responsible, “they [the committee chair] wouldn’t have the slightest idea in God’s 
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world what was in the bill.”
54

  Further, Carter was “surprised to realize that the members of 

Congress hadn’t really paid any attention to the bill.”
55

   

The elevated salary levels were subsequently rescinded by President Reagan, yet they 

permanently tainted the reputation of the corporation.  With the chair’s salary set at $175,000, 

those of the senior vice president/general counsel and the chief financial officer were set at 

$150,000; the vice president of planning at $140,000, and the vice president of administration at 

$95,000.  Many people viewed the act as allowing salaries above federal pay-scale level to attract 

high-caliber talent thought necessary to achieve legislated objectives within the short time-frame 

specified.
56

  Still, several members of Congress interpreted the ESA in such a way that these 

levels exceeded the original intent of Congress.  The top level for federal executive salaries, 

primarily cabinet members, was a modest $69,630.  The annual salary of the US president was 

$200,000, the vice president $62,500, and members of Congress $60,663.  John Deutch later 

commented that when Sawhill set his salary at $175,000, exceeding the compensation levels of 

senators and representatives by more than two times, Congress was in shock.  The intent of the 

act was to pay high salaries, but not at that level.
57

   

Following Carter’s loss to Reagan, budget director McIntyre recommended on November 

19, 1980, that Carter approve these salaries while still president, which he subsequently did.  

McIntyre wrote, “Secretary Miller [Treasury], Jack Watson [White House chief of staff], Lloyd 

Cutler and I concur in these recommendations.”
58

  Previously on October 9, Cutler had written 

Watson asking for latitude in setting the salaries, as Cutler was “convinced that for the Synthetic 

Fuels Corporation to achieve its objectives [as specified in the Act], the salary of the [chair 
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would] have to be significantly above $150,000, primarily in order to attract first-class lawyers, 

financial and technical people who [would] be paid less than the chairman.”
59

 On February 25, 

1981, Reagan sent a memorandum to the SFC that specifically “disapproved,” pursuant to the 

ESA, the corporation’s salaries and benefits for its officers, as previously established by Carter’s 

board.
60

 

Despite language to the contrary in the act, compensation and benefits became a major 

source of irritation with Congress.  The administration’s intent was to free the SFC from the 

federal government’s noncompetitive salaries.  The legislation provided for flexibility in this area.  

David Howard Davis noted that salaries for senior people were anticipated to be in the vicinity of 

“$100,000 to $200,000 per year.”
61

  The only surviving board member today, Frank Savage, 

recently commented that he had no problem with the proposed compensation levels.  He knew, as 

had Cutler, that to meet the statutory goals of the act, attracting and hiring highly qualified 

individuals from the private sector was a prerequisite.
62

 

Once these SFC salary levels appeared publicly in print, and were no longer a mere 

concept, congressional reactions of jealously and outrage came swiftly.  The response to seeing 

these published salaries was something along the lines of: “No one person in the employ of the 

federal government, save for the president of the United States, is permitted to earn more money 

than us – we are too important!”  Members of Congress had not anticipated that the section of the 

ESA addressing compensation would be used to justify salaries well in excess of their 
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owncompensation.  By paying at the announced levels, the SFC opened itself up to congressional 

scrutiny and, with the economy in the doldrums, to public ridicule. 

Meanwhile Sawhill, especially cognizant of the requirements Congress had written into 

the act, moved with haste to meet them.  On November 30, 1980, during the nationally televised 

NBC program Meet the Press, Sawhill confirmed he was “spending my time and my effort trying 

to get the Corporation up and running so that we can have an effective synthetic fuels program.”
63

  

Sawhill considered it “vital to the Nation and had been too long delayed.”  Journalist Edward 

Cowan referred to Sawhill as “a crisis manager” in the New York Times. With extensive 

experience in the private sector, the federal government sector, and higher education arena, 

Cowan wrote that Sawhill was the right person for the position of SFC chair.
64

  

  The corporation had to issue its first solicitation for synthetic fuel projects by the end of 

December 1980, and the salary ruckus did not make preparations for the solicitation any easier.  

The SFC did manage to meet the deadline, with the first solicitation issued on Friday, November 

21.  This “Initial Solicitation for Proposals for Financial Assistance for Synthetic Fuels Projects” 

was a mere two-and-one-half pages in length.  Its message to industry was direct and to the point: 

“We have the mandate, directive, authority, and money, so give us your best shot!”
65

  The energy 

industry was aghast by the request’s brevity and minimal requirements, which was rare for 

federal government solicitations that were typically quite lengthy and complex.
66

   

Congress had legislated certain dates for the first solicitation to stress the urgency of 

getting the nation’s synthetic fuels industry going to lessen risks of increased dependence on 

imported crude.  To underscore the emergency, Congress amended the Defense Production Act of 
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1950 (DPA) to provide for a “fast start” interim assistance program using existing federal 

departments and agencies to hasten the development and production of synthetic fuels for defense 

needs.  The ESA directed Carter to put this program into effect immediately.  Congressional 

conferees believed no time should be lost during the period between ESA enactment and the 

president’s declaration that the SFC was operational. 

Sawhill focused on building an organization with the capabilities to meet ESA goals and 

demonstrate to the private sector that the SFC would be different from a normal governmental 

agency.  Sawhill began an intensive recruiting effort in the New York City financial industry.  He 

wanted a “small, lean staff” of experienced managers from Wall Street, prestigious national law 

firms, and major financial institutions.  Sawhill relied heavily on his longtime friend Martin 

Lipton, senior partner of the New York law firm Wachtell, Lipton, Rosen & Katz.  Lipton had 

agreed to assist Sawhill as a $1-a-year consultant.  Lipton’s primary role was to identify people 

on Wall Street whom the SFC should consider for half-a-dozen vice-presidential jobs with a 

$140,000 salary limit.
67

  Lipton later observed that Sawhill “was a hard charger in everything that 

he did and had very ambitious plans for SFC.”
68

  Sawhill was compelled to hire the best and the 

brightest and these individuals were located generally in New York City, necessitating above 

government level compensation.  He was permitted to pay the necessary level under the ESA to 

attract and maintain these highly qualified and experienced people.
69

 

The 1980 presidential election reflected the public’s desire for change in leadership.  

Governor Reagan overwhelmed President Carter in the Electoral College by 440 votes (489 to 

49), with a popular vote margin of 8.4 million votes.  Reagan’s coattails delivered control of the 
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the Senate to the GOP as well.  The Reagan administration believed the voters had given them a 

mandate to reduce taxes, cut spending, and strengthen defense. 

Despite early resentments about the SFC’s future expressed by Reagan aides during the 

campaign, their public position after the election was that “the new Administration [was] likely to 

let the Corporation move full-speed ahead.”
70

  Sen. James McClure (R-ID), incoming chair of the 

Senate Energy Committee, told Reagan aides that he supported the SFC, and hoped Reagan 

would “go forward” with the synfuels program.
71

  Other key congressional leaders and many 

energy officials opined that the SFC “should be preserved in more or less its present form.”
72

  

Future prospects for Sawhill and the other directors appeared less certain.
73

  Sawhill used the 

media as a vehicle to communicate his stance on the SFC to the Reagan transition team members, 

who were equally indirect in their messages.  They, too, relied on the press to relay signals 

regarding their intentions for Sawhill.  While Sawhill was eager to be regarded as a member of 

the Reagan team, that group considered him far too independent.  They thought it unlikely that he 

could be reined in from an aggressive pursuit of the goals he had helped establish for the 

corporation.
74

 

At a board meeting on November 17, 1980, the board of the SFC elected its first three top 

officers, at salaries ranging from $95,000 to $150,000.  John (Jack) McAtee of the New York law 

firm Davis, Polk, & Wardwell was elected senior vice president and general counsel at the 

$150,000 level.  Alexander (Cheves) Haskell, director of policy development at IBM, was named 

vice president for planning at $140,000 per year.  Robert Harris, executive vice president of the 
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Urban Institute, was elected vice president for administration and treasurer at $95,000 per year.
75

  

These were excellent choices on the part of Sawhill.  He had identified forceful and competent 

individuals who could accomplish the mandated SFC goals. 

Following the 1980 election, the Carter White House made overtures to Reagan asking 

for his help on the Senate Synfuels nominations.  The White House had indicated concerns about 

the SFC on November 17, 1980, when McIntyre, Eizenstat, and others outlined for Carter a 

strategy covering issues for the remainder of the congressional session.  The staff of Sen. Howard 

Baker (R-TN), slated to become the new Senate majority leader, believed it would be “impossible 

to confirm a majority of the Synfuel’s Board” and were even “pessimistic [about whether] John 

Sawhill [could] be confirmed as Chairman.”  Baker was not opposed to the nominations he saw 

as “worth pursuing.”  The White House staff advised Carter, “We should push Byrd and Baker 

hard on confirmation of a quorum of the Synfuels Corporation Board.”
76

 

White House efforts continued, with a November 19, 1980, memorandum to the president 

from Watson, Eizenstat, and others advising Carter to “ask the Governor [Reagan] for his help in 

getting confirmation of John Sawhill, an Independent, and at least 3 of the other nominees for the 

Synfuels Board.  This would make a quorum.”
77

  With that minimum number, the president 

would be able to declare the SFC fully operational.   Reagan and Carter met on Thursday, 

November 20, at Carter’s invitation.  Reagan did not take notes during this hour-long meeting and 
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asked few questions, leaving Carter with the impression that Reagan was not interested in the 

SFC or other matters on the agenda.
78

 

According to reports, Sawhill maneuvered furiously to keep his job.
79

  He hoped to build 

sufficient momentum so that both he and the SFC could survive in the Reagan administration.  

Sawhill expected to have the SFC declared fully operational by Carter at the beginning of 1981.  

Trying to appease “influential Republican lawmakers,” Sawhill told the Energy Department that 

it “would be ill-advised” to commit to any major synthetic fuels projects until the new Congress 

and administration made their views known.  Sawhill sensed reluctance on the part of the new 

administration to give DOE funds for synthetic fuels projects.  Nevertheless, the Energy 

Department, with the administration’s support, continued analysis of nine synthetic fuels projects 

under consideration for possible financial assistance.  A spokesperson said that “conditional 

commitments” of approximately $4.5 billion could be made by January 1981.  “A strong 

message” was sent to DOE by the Carter administration to allocate “big bucks before the 

transition process” was over.
80

 

Sawhill’s appearance on NBC’s Meet the Press on November 30 “puzzled some Reagan 

energy aides,” as they had yet to meet with him.  Sawhill did not say anything to “put him at 

odds” with the incoming administration, yet Reagan advisors wanted Sawhill “to keep a low 

profile until a final decision” had been made on the chair’s position.
81

  Sawhill desperately 

wanted to keep his job. 
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Sawhill argued that SFC would have “an effective role” in the Reagan administration in 

spite of Reagan’s earlier suggestion that he might abolish the corporation.  He believed the 

incoming president “favor[ed] anything that would increase domestic production.”
82

  The 

decontrol of American energy prices so they would rise to the prevailing levels outside the United 

States was a Sawhill recommendation.
83

  For all intents and purposes, his position paralleled the 

new administration’s stance – the keystone of the Reagan energy policy was use of the free-

market system, with no “onerous constraints.”
84

  But, Reagan conservatives believed that 

government intervention in corporate affairs violated fundamentals of the free-enterprise system.  

To them, the SFC represented both a blatant intrusion into what market forces should be allowed 

to accomplish unfettered, and a reckless squandering of taxpayer dollars, in an effort by the 

government to go into the energy business. 

The interregnum was a busy time for Sawhill and the SFC.  He hired staff as quickly as 

he could, at salaries competitive with the private sector.  While nominees for the chair and board 

positions had been difficult to find, this was not the case with staff positions or officers.  At its 

inception, Synfuels was viewed as the “hot” and “exciting” place to work in DC.  There was 

anticipation of action, high visibility, and lucrative compensation. Employees were getting in on 

the ground floor of a brand-new, quasi-federal entity with $88 billion to spend for development of 

a new industry.  They would have the ability to help the nation solve its energy crisis.
85

  By 

statute, the number of corporation employees was set at 300 full-time staff, with administrative 

expenses capped at an inflation-adjusted $35 million annually. 
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Business reporter Bill Paul wrote, “Wall Street [was] eagerly gearing up for what 

promise[d] to be one of the biggest investment opportunities of the 1980s—synthetic fuels.”
86

  

Likewise, industry was brimming with anticipation over the jackpot that would be made 

available.  The synfuels program was viewed as “one of the biggest bonanzas in American 

business history.”  The potential for $88 billion had touched off an “industrial gold rush.”
87

 

As expected, Washington lobbyists for the synfuels industry wasted little time before 

moving into action.  This new enterprise was “starting life with its nose firmly in the government 

trough,” as lobbyists urged formation of a trade association specifically for the fledgling 

business.
88

 It quickly evolved into the National Council on Synthetic Fuels Production, which 

opened an office on Pennsylvania Avenue one block from the White House.  Approximately 

$600,000 to $700,000 had been budgeted for the first year of operation.  This new association 

was founded months before the SFC legislation was even signed by Carter.  Walter Flowers, a 

former Alabama congressman, headed the group.  Before Flowers had been offered the $80,000 

per-year job, retiring Rep. William Moorhead had been the first choice as executive director.  

Annual dues ranged from $5,000 to $15,000.
89

 

With the announcement of a major financial commitment by the federal government to 

develop synthetic fuels based on Carter’s outline in his “Crisis of Confidence Speech,” three 

major national industry periodicals began weekly publication:  The Synfuels Report, with a $250 

annual subscription and circulation about 1,000, Synfuels Week with circulation approaching 

1,000 and a $197 annual fee, and Synfuels with circulation around 1,600 with annual fee of $375.  
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The London-based Financial Times added a section on converting coal to gas and liquid 

synthetics to its International Coal Report.   In 1980, two paperback books came out:  The U.S. 

Synthetic Fuels Program and Synfuels Handbook: Including the YELLOW PAGES of Synfuels.  

The National Journal reported on June 23, 1979, in an “Energy Focus” article that “synfuels 

fever has spread across Capitol Hill, with Senators and Representatives of both parties agreeing 

that crash programs are needed to create a synthetic fuels industry to extract oil from coal and 

shale.”
90

 

Indicative of the “synfuel contagion” gripping Washington, a just-graduated twenty-two-

year-old political science major from the University of Georgia, looking for a job in DC, decided 

to start a weekly news publication in his garage, and focused his energy and acumen on this $88 

billion behemoth.  William (Bill) Rankin named his publication The Synfuels Report.  He secured 

a post office box in Washington, DC, and was on his way.  Researching at the Library of 

Congress, he was able to generate a list of possible subscribers.  He sent several promotional 

letters describing the in-depth reporting that his weekly publication provided and his superior 

ability to “out report” the other two weeklies.  Rankin did his own research, reporting, and 

writing.  In the view of one congressional committee attorney, his diligence and hard work 

produced the best and most useful of the three papers, frequently with “breaking news.”  Rankin 

would park himself either inside or outside House and Senate Committee offices to get the latest 

news on the SFC.
91

  In mid-1983, he sold his weekly to Pasha Publications, where it folded 

Rankin’s paper into Synfuels Week and Rankin became editor.    
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Washington was awash with meetings and conferences on the ESA.  Synfuels Week, one 

of a half-dozen or more concerns holding synfuels informational meetings, held its first business 

conference on synthetic fuels in Washington, DC, on October 6-7, 1980 – with a $425 fee that 

included meals, but no hotel room.  Corporations ran ads touting the benefits of synfuels.
92

  

ARCO (Atlantic Richfield Corporation) and Cities Service Company placed full-page display 

advertisements touting the benefits of synthetic fuels from coal (see Figures 6.2 and 6.3), while 

Tenneco Corporation placed an ad promoting shale oil (see Figure 6.4). 

 

 

 

 

 

Figure 6.3.  ARCO ad touting benefits of synthetic fuels from coal (New Yorker, October 13, 1980, 

103)  
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Figure 6.4.  Cities Service ad promoting coal for synfuels (New York Times, November 17, 1979, D7) 
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Figure 6.5.  Tenneco ad touting the benefits of shale oil (New Yorker, November 3, 1980, 70-71) 

 

The Executive Committee of the Ad Hoc Coalition on Synthetic Fuels hosted a reception 

in honor of House and Senate members and conference committee staff on June 19, 1980, funded 

by four American natural resources companies:  Ashland Oil, C. E. Lummus, Tosco, and 

Tenneco.  These firms had significant investments in synthetic fuels projects.
93

 

Lawmakers were “desperate to respond” to recent pricing actions of the Organization of 

Petroleum Exporting Companies (OPEC) and also to reduce the nation’s reliance on imported 

oil.
94

  Additional evidence of this contagion was the publication in July 1979 of Helping Insure 

Our Energy Future: A Program for Developing Synthetic Fuel Plants Now by the Committee for 

Economic Development (CED), an independent research and educational organization of two 

hundred business executives and educators.  This report presented a statement about the direction 

of the national game plan by the Research and Policy Committee of the CED: 
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The cut-off of oil from Iran, the Three Mile Island accident, the gasoline lines of 

1979, and the resulting public demand for action have only reinforced our belief 

that there is a critical need to increase domestic supplies.  At last a consensus is 

emerging that the United States must free itself from excessive dependence on 

often insufficient sources of imported oil.
95

 

 

The CED believed that synthetic fuels would “play an important role in overall U.S. energy 

strategy,” and that the country needed these synthetic fuels plants as soon as possible.
96

 

Within the temporary office space located on DuPont Circle in Washington, Sawhill and 

the growing SFC staff were hard at work.  Besides hiring qualified people, the SFC focused its 

efforts on the legislated mandate for the first solicitation of synthetic fuels projects to be issued 

within six months of the enactment date of June 30, 1980.  The corporation beat this deadline by 

over a month, issuing the solicitation on November 21, 1980.  Responses to this “Initial 

Solicitation for Proposals for Financial Assistance for Synthetic Fuels Projects,” a mere two-and-

one-half pages, were due on Monday March 31, 1981, at the close of business.  Sixty-one firms in 

twenty-four states indicated a desire to participate.  Of these proposals, nineteen were for coal 

liquefaction, seventeen coal gasification, fourteen oil shale, eight for production of oil from tar 

sands, and three producing other fuels.
97

 

As for his personal agenda, Sawhill continued to lobby hard for his job, but it was an 

uphill battle.  One corporation official commented, “We’re getting word from the people on the 

[Reagan] transition team, unofficially, that the decision has been made and Sawhill isn’t going to 

get it.”  Another SFC official said, “The decision by the Reagan people is probably going to be 
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made on politically pragmatic grounds, and those are the grounds that don’t favor Sawhill.”
98

  

The transition team viewed Sawhill as an independent thinker without any allegiance to the 

incoming administration.  What they wanted was someone who had team loyalty, who could be 

counted on to scale down and eventually phase out the SFC.
99

 

In addition to his appearance on Meet the Press, Sawhill gave several public speeches on 

behalf of the SFC and synthetic fuels.  He courted “support for himself” wherever and whenever 

he could, in a no-holds-barred effort to keep his job.
100

  After a speech in Southern California, he 

sought an audience with drugstore magnate Justin Dart, a key member of Reagan’s “kitchen 

cabinet.”  Success was not forthcoming.  Some departing Carter administration officials felt that 

Sawhill was saying and doing everything he believed Reagan administration officials wanted to 

hear and see in order to keep this “plum” of a job.
101

 

As 1980 ended, press reports did not favor Sawhill but did seem to view the SFC in a 

positive light.  Edward Noble, a real-estate developer from Atlanta with roots in the Oklahoma oil 

business, headed the Reagan SFC transition team.  Noble was a large financial backer of the 

conservative Heritage Foundation, which was very supportive of Reagan and paid the salaries of 

several SFC transition team members.
102

  Noble and everyone else knew that Sawhill wanted the 

job.  The chair’s position offered benefits that Sawhill desired and had established for himself – 

challenge, power, autonomy, visibility, stability, lucrative compensation, a chauffeured car, and a 

personal chef/major domo.
103

  The General Services Administration (GSA) provided vehicles to 
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the SFC – new Chrysler K-cars.  The Carter administration had directed the GSA to purchase 

only Chrysler automobiles in an effort to help the company survive, having provided more than a 

billion-dollar-loan guarantee to Chrysler.
104

  Trying to get as much positive visibility on the Hill 

and in the DC area, Sawhill hired Joan Braden, as a lobbyist, at an annual salary of $62,000.  

Braden, the wife of local radio personality Tom Braden, was mother of the brood on which the hit 

television show Eight is Enough was based, also a renowned party-giver, and former State 

department employee.
105

 

In mid-December 1980, the Philadelphia Inquirer published an in-depth seven-part series 

on the nation’s energy dilemma by investigative journalists Donald L. Bartlett and James B. 

Steele.
106

  These articles earned the reporters a finalist slot for the 1981 Pulitzer Prize for national 

reporting.  The series was reprinted into a special forty-page newspaper supplement.  The authors 

had crisscrossed the nation for more than a year, delving into America’s energy policies and 

programs.  They found a national energy policy run “amok,” with no controls or oversight, but 

neither any real evidence of a comprehensive national energy policy.
107

 

 The authors titled the supplement “Energy Anarchy: How a Fumbling Government 

Ensures an Oil Crisis.”  Four of the seven reports (articles two through five) concerned synfuels.  

In part two, Bartlett and Steele reported on the billions of tax dollars wasted on synthetic fuel.  
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They specifically addressed the SFC when they wrote that the government’s “grand multibillion-

dollar giveaway will do nothing to end America’s dependence on hostile foreign oil production in 

the 1980s but it will please some powerful constituencies.”
108

  An SFC salary of $175,000 is 

mentioned.  The reporters hit the nail on the head with the comment, “For politicians in Congress, 

Democrats and Republicans both, it [the SFC] means concrete examples – albeit meaningless 

ones – of their efforts to solve the nation’s energy problems.”
109

  Nevertheless, the outgoing 

Carter administration remained “enthusiastic” about the SFC.
110

 

After intense pressure from leading Republican senators on the Senate Energy 

Committee, Reagan decided to keep the corporation, but not as a high-priority agenda item.  

Rather, it was viewed as a way for Reagan to repay his major financial backers with chair and 

board appointments. Headhunters for the incoming Reagan administration had been hired to find 

a new SFC chair.  Leading contenders for chair included Frank Zarb, former head of the Federal 

Energy Administration under President Ford; Paul MacEvoy, former member of President Ford’s 

Council of Economic Advisors; and Edward Vetter, unpaid energy advisor to Gov. William 

Clements of Texas.  Noble exhibited interest as well.
111

  The Dallas Morning News had reported 

on January 31, 1981, that Vetter had been recommended by Clements for the SFC post.
112

   

However, in communication from the former governor to the author, Clements indicated that he 

did not suggest Vetter for the job, believing that Vetter “would not be a good chairman for the 
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Synthetic Fuel Corporation. . . . He would be an awful successor to Mr. John Sawhill,” and 

Clements “would not recommend [Vetter] for dog catcher.”
113

 

Since Carter had made recess appointments to the SFC board, the Carter White House 

seriously considered whether to reappoint the same individuals, since the 96
th
 Congress had 

adjourned sine die.  The conclusion of Cutler, counsel to the president, was that no new 

appointments needed to be made.  Third parties could continue to rely on the actions “of the 

board, its chairman, and its members because they [were] at a minimum de facto officers acting 

under color of authority.”
114

 

As the new year of 1981 began, Sawhill continued aggressively to expand the 

corporation.  Robert Blakely, managing director of Morgan Stanley, began work as vice 

president-finance and chief financial officer of the SFC at an annual salary of $150,000.  Blakely 

intended to recruit his staff from both major investment banks and major commercial banks.  An 

industry executive commented that the SFC “may be successful in its recruiting efforts because 

salary levels [were to be] significantly higher . . . than at other government agencies.”
115

 

Ronald Reagan assumed office on Wednesday, January 20, 1981.  Simultaneously, the 

fifty-two American hostages held for over a year in Iran were released and flown to Germany.  A 

great weight had been lifted from the shoulders of all Americans.  The next day, according to 

Larry Lukens, vice president of projects for SFC, the board and officers received a letter from 
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Reagan.  This letter asked for the resignation of Sawhill and the board and “ordered” all SFC 

officers of the SFC to lower their salaries immediately to the level of cabinet members.
116

 

John Sawhill died on May 18, 2000, due to complications of diabetes.  While he was at 

the SFC, few, if any, employees knew of his condition.  This knowledge explains why he had a 

specific lunch of fresh fruit and cottage cheese most days in the SFC conference room, prepared 

by Ricardo, the corporation’s “major domo.”  In 1996, George magazine published an article, 

“The Perfect President Discovered,” based on a survey by the polling firm Blum & Weprin 

Associates of eight hundred people from across the United States.  The survey asked respondents 

to design their ideal president.  With answers in hand, the executive-search firm Russell Reynolds 

Associates tracked down the individual who came closest to matching the model presidential 

profile.  John Sawhill came out as number one, due primarily to his professional accomplishments 

in business and government and his ability to treat issues individually, not from a predetermined 

conservative or liberal point-of-view.
117

 

President-elect Reagan and his advisors formed several transition teams to advise him on 

the proper course of action with many governmental departments and agencies.  The United 

States Synthetic Fuels Corporation had a Reagan transition team of thirteen members and two 

consultants.  The incoming administration also created an Industry Advisory Committee (IAC) of 

twelve members.  The IAC did not overlap the SFC transition team, which had issued two reports 

during the interregnum:  an interim report in early December 1980 and a final one later that 
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month.
118

  During the Reagan years, these reports were closely held and not subject to Freedom of 

Information Act requests, as they were prepared before Reagan assumed office.  During a hearing 

before the Senate Subcommittee on Government Management in July 1983, Edward Noble and 

Vic Schroeder were asked, under oath, about these reports and did not specifically address the 

contents, replying that they were confidential communications to President-elect Reagan.  The 

men referred to both reports as a single entity.  Noble testified, “I won’t say what is in the report, 

but I wrote the report.”  Schroeder stated, “It is difficult to talk about something you can’t talk 

about.  We took an oath stating that the report was our personal property and the personal 

property of the president of the United States.”
119

  

In its stages, the transition team divided its study into two categories:  (1) the advisability 

of an early termination of the US Synthetic Fuels Corporation and (2) its continuation as 

envisioned by the Energy Security Act of 1980 (ESA).  The interim report noted that the SFC was 

in an “embryo state” with neither a budget nor a complete set of corporate policy guidelines.  The 

team recommended that “a strong Board of Directors, clear on this corporation’s philosophy and 

direction and in some agreement on strategy and goals, is critical.”  This early report did not 

reference, specify, comment, or even suggest any philosophy, direction, strategy, or goals.  Such 

specifics did not seem to occur to this transition group.  The team implied, though, that these 

ideas should follow the policies of President-elect Reagan – which included limited government, 

allowing free market principles to operate.
120
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The final report was more forthright in its analysis and recommendations.  It began with 

the underlined declaration, “We recommend the termination of the U.S. Synthetic Fuels 

Corporation within two years.”  Why?  Because “the Corporation, as handed to the incoming 

Administration[,] is a ticking time bomb set to explode in 1984.”  The SFC, if kept alive, could be 

“plagued by horrendous cost overruns, on the order of 150 to 250 percent,” and possible loan 

commitments and cash outlays very well exceeding budgetary allocations by billions of dollars.  

The team worried that the public might get the impression that the Reagan administration had 

“sold out to the oil industry.”  Presciently, the report observed that “there may well be scandals 

associated with the malpractice of unscrupulous operators or consultants, without one drop of 

commercial synfuels being produced by 1984.”  The team urged that the financing, development, 

and production of synthetic fuels be left in the private sector, with very limited, if any, federal 

assistance.  They also recommended that a strong, project-oriented chair in combination with an 

entirely new slate of “low-profile, competent, private sector Board Members representing as near 

as possible the President’s own economic philosophy” be nominated post-haste and confirmed 

within the first thirty days of the Reagan administration.  Importantly, the report cautioned the 

president-elect when it cited the ESA in writing: “Any Director may be removed from office by 

the President only for neglect of duty or malfeasance in office.”
121

  

The final report pointed out “significant weaknesses” in the ESA: 

1.  The Act overestimated the SFC’s ability to meet the stated 

production targets of 500,000 barrels of synthetic oil per day by 

1987 and 2.0 million barrels per day by 1992. 

 

2.  Certain language permitted the SFC to conduct up to two 

synthetic fuel projects in the Western Hemisphere outside the 

United States.  Such an action would have exposed the US 

government to the risk of diplomatic confrontation. 
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3.  Environmental laws would likely stall the development of 

commercial-sized pilot plants, let alone full-fledged multiplant 

extraction and processing efforts. 

 

4.  The ESA permitted the SFC to commit or enter into joint 

ventures.  Government ownership of such projects would be 

incompatible with the principle of free enterprise, in which risk 

capital should come from the private, rather than the public, 

sector. 

 

5.  The SFC was authorized to build three corporation-owned 

facilities.  This ability would have been “highly questionable” 

because the private sector had refused federal assistance to build 

these plants.
122

 

 

The transition team acknowledged the importance of making the country energy self-sufficient.  

The members believed that substantial conventional reserves of oil and gas remained untapped. In 

the interest of long-range US security, the private sector on its own was in the best position to 

provide the energy sources, whether conventional or alternative. 

 The report did comment on SFC leadership by arguing that the attitude and policy of the 

existing management (Sawhill and others) was “to move as fast as possible on all fronts.”  

Sawhill read the legislative intent to mean “get on with it.”  He was rapidly taking “major steps” 

to hire personnel and consultants.  The chief planning officer, Cheves Haskell, had developed 

charts and systems for four-, five-, and twelve-year plans.  In short, the SFC was running at a 

“rapid pace.”  The team opined that the type of organization-building going on within the SFC 

was “indicative of a bureaucratic framework.” They believed this condition to be a “serious flaw” 

that would handicap the SFC “in preparing for an expeditious and economical accomplishment” 

of the goals outlined in the act.  To gain control of the SFC for Reagan, action had to be taken 

“immediately” to avoid severe consequences.  Since the existing chair and board were Carter 

recess appointments, Reagan had to fire them immediately and then quickly nominate a new 
                                                           
122

 Ibid., 5-6. 



230 

 

board whose policies and economic philosophy would parallel those of President-elect Reagan.  

The chair had to be selected on the basis of competence and absolute integrity, and be a “projects 

oriented” individual with “hands-on experience” in the development of large ventures.
123

 

 The Industry Advisory Committee recommended the Reagan administration “move ahead 

with synthetic fuels.”
124

 

During his first full day in office, Reagan dismissed hundreds of Carter administration 

holdovers and demanded that his (Reagan’s) cabinet help him cut the federal budget.  As 

mentioned above, the SFC board was included in this action.
125

  The Reagan people considered 

Sawhill “too independent” and “somewhat arrogant.”
126

  The sentiment was that Sawhill would 

be “shoveling money out the door,” an approach inconsistent with the free market as well as 

federal budget reduction-in-spending emphases being promoted by Reagan.
127

 

During the early part of Reagan’s first term, the White House and Congress struggled 

over the decision of what to do with the SFC.  “Right now, the Corporation is nothing but a blank 

slate. . . . [W]hat it becomes depends on the kind of people nominated to the board,” offered one 

of Reagan’s energy advisors.
128

  Various names continued to circulate, with Vetter’s appearing 

most often. 

With a new administration assuming the levers of power, the Synfuels Corporation was 

about to enter into “Wonderland,” or maybe even “The Twilight Zone.” 
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Chapter 7:  The McAtee Era 

 

During his leadership, Sawhill hired several senior officers, such as John (Jack) McAtee, 

a Republican and a partner at the Wall Street law firm of Davis, Polk, & Wardwell.  Martin 

Lipton was instrumental in persuading McAtee to agree to join the corporation as SFC’s senior 

attorney.
1
  The board approved McAtee as senior vice president and general counsel of the 

corporation on November 17, 1980.  Upon Sawhill’s resignation, McAtee became acting chair of 

the SFC.
2
  Sawhill had anticipated Reagan’s acceptance of his resignation (despite hoping 

otherwise), as well as those of the other board members.  On January 12, 1981, Sawhill had 

designated McAtee as acting chair when Sawhill was “absent or disabled.”
3
 

During his 118 days as acting chair of the Synthetic Fuels Corporation, McAtee testified 

before four congressional committees – three in the House and one in the Senate.  Many hours of 

staff work were needed to prepare for each hearing.  Afterward, several hours more were required 

to provide written answers and information/data to the congressional committees.  On March 26, 

1981, McAtee testified before two different committees, one in the morning and the second in the 

afternoon. 

1.  Synthetic Fuels Corporation Oversight.  Hearing before a 

Subcommittee of the Committee on Government Operations, House of 

Representatives, Ninety-Seventh Congress, February 19, 1981. 

2.  DOE Budget Review and Policy Implications.  Hearings before the 

Subcommittee on Fossil and Synthetic Fuels of the Committee on Commerce 

Energy and Commerce, House of Representatives, Ninety-Seventh Congress, 

March 26, 1981. 

                                                           
1
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3.  Department of the Interior and Related Agencies Appropriations for 

1982.  Hearings before a Subcommittee of the Committee on Appropriations, 

House of Representatives, Ninety-Seventh Congress, March 26, 1981. 

4.  Department of Energy Fiscal Year 1982 Authorization (Fossil and 

Environment; Nuclear; Synthetic Fuels Biomass; and Research and Defense 

Programs).  Hearings before the Subcommittee on Energy Research and 

Development of the Committee on Energy and Natural Resources, United States 

Senate, Ninety-Seventh Congress, April 3, 1981. 

   

McAtee had no prior experience in testifying before Congress.  He was a novice, 

unfamiliar with the mechanics of Congress.  The first hearing soon after Sawhill’s departure was 

not a pleasant experience for anyone involved.  McAtee was a quick study, however.  The next 

three appearances were not contentious, but the questions were difficult and at times challenging 

and complex, resulting in intricate answers. 

Interestingly, the only public acknowledgement of appreciation for the accomplishments 

of Sawhill and the first board came from Sen. John Warner (R-VA) during the April 3, 1981, 

hearing.  Reagan had announced his intention to nominate Edward Noble to be SFC chair the day 

before.  Warner stated he was “highly supportive” of the objectives in the SFC legislation.  

Putting aside the controversial issue of salaries, Warner noted that Sawhill “deserves recognition 

for what he did in a very short time, as well as other members of the Board and officers of the 

corporation.”
4
  By that time, the Synthetic Fuels Corporation had received, in response to its first 

solicitation, sixty-one proposals requesting financial assistance.  Much staff work would be 

involved in analyzing these proposals, completed on a “fast-track” basis to meet the act’s 

production goals.  McAtee’s objective was to have as much done as possible in preparation for 

the new board members once they were confirmed.  All decisions rested with the incoming board, 

but that did not prevent current SFC officers and staff from proceeding.  In the testimony, 
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McAtee stressed one of the major principles guiding the SFC was that the private sector would 

create the synthetic fuels industry by its decisions on facilities, technologies, management of 

project construction, and substantial financial investments in the plants.  The corporation would 

supplement and encourage the private sector rather than interfere with it.
5
 

In his statement before this Senate subcommittee, McAtee gave a succinct summary for 

the existence of the Synthetic Fuels Corporation.  The oil shocks of 1973-1974 and 1979 had 

offered three lessons to the country that had not been acted upon: 

1.  There was a shortage of energy that could be consumed in a liquid form or gaseous 

form.  It was not a shortage of energy sources. 

 

2.  Reliance on imported oil imposed a grave threat to the nation’s security because of the 

exposure to oil-supply interruptions. 

 

3.  The inability to counter price and production actions by the oil-producing nations 

threatened the economy.
6
 

 

He then reminded the subcommittee that SFC would create a commercially viable 

private-sector synthetic fuels industry that would do much to alleviate these issues.  Additionally, 

there would be significant long-term employment and productivity benefits for the country.
7
  

Because of the enormous size and risks involved with synthetic fuel plants, Congress had created 

the corporation to share the dangers associated with developing this private industry.  In doing so, 

Congress felt compelled to depart from its usual method of conducting federal business – thus, 

the forging a  special mission-oriented, limited-life, federal corporation to carry out the synthetic 

fuels program.  With time being of the essence, and to circumvent the bureaucracy and delays 
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often characterizing other federal programs, Congress established a corporation free of many of 

the typical constraints placed on departments and agencies of the Executive Branch.  For 

example, because the SFC was established outside the civil service realm, many regulations such 

as those governing federal procurement did not apply.  The Synthetic Fuels Corporation was 

permitted to pay salaries above government levels.  Also, under section 153 of the act, the SFC 

was established as an off-budget entity to permit the board to make reasonable and credible 

financial commitments to private industry for projects requiring long lead times free of the 

uncertainty that complicates the annual federal budget process.  The corporation was to function 

not as a federal agency, but rather like a private corporate entity such as a financial institution, 

with the powers of the SFC vested in its board of directors.
8
 

 McAtee considered SFC officers and staff as implementers of policies set by Congress 

and the previous SFC board.  Since there was no board of directors, the corporation was not in a 

position to make policy recommendations to Congress or the administration.  The SFC could, 

however, continue its work to be in a position to brief the new board once it was nominated by 

the president and confirmed by the Senate.
9
 

 During its first six months of existence, the SFC had performed those actions normally 

associated with starting up any new organization:  obtaining office space (leasing space in the DC 

law firm building of Arnold & Porter), assembling staff, adopting by-laws, approving a system of 

organization, obtaining funding and banking facilities in cooperation with the Treasury 

Department, completing senior executive staffing, interpreting the statute and intent of Congress, 

and refining the project-selection process needed for implementing the statutory mandate 

enabling the new board of directors to evaluate projects submitted to the Synfuels Corporation.  
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SFC employees met with members of Congress and their staffs, as well as governors, local 

officials, industry representatives, prospective project sponsors, environmentalists, and other 

interested groups to receive their recommendations.
10

  The corporation had held two public 

meetings during January 1981 – one in New York City on the 19th, and the other in Denver on 

the 28
th
.  The purpose of these well-attended meetings was to acquaint prospective project 

sponsors and other interested parties with the SFC, provide attendees an opportunity to meet 

corporation staff, and discuss the initial solicitation and various forms of financial assistance 

available under the act.
11

  

 The first policies had been developed to ensure that the paramount role of private 

enterprise was preserved and that private companies, not the SFC, would make the basic technical 

and business judgments such as which technologies to employ and where to locate facilities.  

Importantly, these policies were designed to guarantee that Synthetic Fuels Corporation would 

not become a bureaucracy, but rather a highly professional organization able to negotiate 

financial assistance agreements with the private sector quickly, effectively, and efficiently – and 

to expose carefully the credit of the United States to accelerate private development of a 

commercially viable synthetic fuels industry.
12

  As of April 1981, SFC employed about ninety 

people, of whom approximately one-half were categorized as professionals.  During the March 

26, 1981, afternoon hearing before the House Energy and Commerce Subcommittee on Fossil and 

Synthetic Fuels, McAtee specified that the corporation would recruit the professional staff largely 

from the private sector and compensate at levels required to hire and retain the specialized 

professionals needed to analyze the large, complicated, first-of-a-kind projects and to negotiate 
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the financial assistance agreements.  To the maximum extent practical, employees would be 

compensated within ranges set forth in federal schedules.
13

 

 In his morning testimony on March 26 before a House Appropriations Subcommittee, 

McAtee provided more detail on the salary ruckus that had been going on in DC.  By this date, all 

but one of the SFC officers had agreed to lower their salaries to Level 1 of the Federal Executive 

Schedule (cabinet level).  The focus on salaries had distracted the corporation and its employees 

from the core mission of creating a commercially viable synthetic fuels industry.  Committee 

members expressed concern that the SFC might lose highly qualified people over compensation.  

McAtee, however, hoped not, anticipating it would be worked out.  One committee member 

remarked, “I thought the attractive salary was to attract the people with the expertise [needed]. . . . 

I think you need high salaries in order to attract the appropriate people.”
14

 

 Sen. Pete Domenici (R-NM) correctly pointed out to McAtee that Congress had given the 

corporation two conflicting goals:  maximization of production while also requiring maximum 

technology diversity.  Only Congress could do something like this.  Such a dilemma did not make 

the job of achieving the goals any easier, but rather considerably more difficult.
15

 

 Referring to the list above, the last three hearings had been businesslike, conducted in a 

professional manner, with a seriousness of purpose and a good exchange of communication.  The 

February 1981 hearing was chaired by Rep. Toby Moffett (D-CT), described by one writer as 
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“the scrappy Lebanese Democrat from Connecticut.”
16

  This hearing was mean-spirited, 

acrimonious, vicious, demeaning, and filled with public grandstanding by Moffett.  He used the 

salary issue as an excuse to attack the SFC and bludgeon McAtee into anger.  It quickly became 

apparent that Moffett did not like the corporation and its employees, despite his “yea” vote on the 

ESA.  McAtee has since stated that Moffett wanted a project constructed in his district and the 

jobs it would provide – he wanted some of that $88 billion.  Moffett felt that the SFC was 

ignoring Connecticut.
17

  According to staff attorney Edith Holleman, this perception on the part 

of McAtee is “totally untrue.”
18

 

It had all started earlier with a letter, dated November 24, 1980, from Moffett as 

subcommittee chair, addressed to “John” and signed “Toby.”  (Moffett had crossed out the formal 

salutation of “Chairman Sawhill” and written “John.”  Moffett always did this with people he 

knew.)  Like others, Moffett had read and heard about the large salaries SFC had been offering its 

officers.  He wanted his subcommittee to examine the pay of McAtee ($150,000), Haskell 

($140,000), and Harris ($95,000), to be sure that “the enormous sums of federal monies 

authorized” by the act “are spent in a proper and effective manner.”
19

  Moffett wrote that while he 

did not question “the qualifications or the competence” of these individuals, he did consider 

“these salaries to be excessive and well above the level which should be paid by a government-

funded operation.”
20

  Moffett emphasized that the salaries of SFC officers were “more than 

double the salary of Cabinet officers.”
21

  Continuing, Moffett argued there appeared to be little 
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basis in fact for SFC to pay high salaries to attract qualified individuals to the corporation.  He 

offered two examples of people employed by the federal government at the time the letter was 

written who had left highly lucrative law-firm partnerships to work for (a) President Carter with a 

salary of $59,080 and (b) the Department of Energy at $52,750.  Moffett added two other 

individuals, one working at the Federal Deposit Insurance Corporation for $52,500 and the other 

at the Pension Benefit Guaranty Corporation for $50,112.  At the end of the letter, the 

congressman attacked Sawhill:  “Given appropriate leadership, I am confident that the Synthetic 

Fuels Corporation is equally capable of attracting well qualified people at comparable salaries 

[the ones that Moffett had provided as examples] to meet the challenges facing the Corporation in 

fostering a new energy industry.”
22

  To be sure that Sawhill sensed Moffett’s concern, Moffett 

argued that the corporation required the support of all sectors of the country, and that these SFC 

salary levels only “endangered” such support.
23

 

McAtee recalls that he and SFC employees had been working with Moffett’s staff, 

specifically subcommittee counsel Edith Holleman, to address the concerns raised in the letter.  

The communications had been cordial and forthcoming.
24

 

Since Sawhill had “resigned” and McAtee had been designated to act in case of Sawhill’s 

“absence,” McAtee went to Capitol Hill on Thursday, February 19, 1981, to testify before 

Moffett’s subcommittee in a three-hour nonstop inquisition.  McAtee approached his job with the 

congressional mandate of urgency clearly in mind – time was short and of the essence – as well as 

an investment banker’s commitment to act and not dither.  The country needed to get this industry 

up and running as soon as possible, as both the nation’s security and economy demanded it. 
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Members in the hearing focused on compensation levels received by the officers.  

McAtee bore the brunt of the criticism and responded accordingly.  The hearing rapidly 

deteriorated into a yelling contest.  The committee could not understand how McAtee could 

justify his $150,000 compensation, compared with the annual $69,630 salary of Treasury 

Secretary Donald Regan, who was the former CEO of Merrill Lynch.  Why should SFC officials 

be paid more than twice the salary of cabinet members?  How could McAtee justify these levels 

of compensation when President Reagan had very recently referred to “sacrifices, tightening the 

belt, cutting back on food stamps, and providing a variety of people in the low-income brackets 

with severe cutbacks in a wide range of programs?”
25

  McAtee’s answer: 

 I cannot judge what I am worth.  However, I will tell you that to come down here at this 

outrageously high salary of $150,000 is as a percentage of sacrifice probably greater than 

the people who are making sacrifices that you are pointing out.  It is less than half of my 

last year’s income, and probably it is a smaller percentage of that which would be 

projected for future years. 

 

 It is a major sacrifice to my family.  I live in Connecticut.  My family will not move.  It is 

a royal pain in the neck. 

 

 But it is worth it.
26

 

  

Later in the hearing, McAtee, with levity and a sense of humor but with a seriousness of 

purpose, added in response to a question about sacrifices and whether he had violated the act: 

I can tell you that taking this job which I love, because I am dedicated to this cause, is a 

substantial sacrifice. . . . 

 

I will take into consideration whether I personally should waive the excess.  I would have 

anyway. . . . Whether that has involved a violation of law [salaries above government 

levels] is something else again.  I do not think that it is a violation of law. 

 

I am with you 2 billion percent [in making sacrifices]. . . . but I do not think what went on 

. . . can fairly be categorized as a violation of law.
27
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Moffett had voted in favor of creating the SFC.  The Democrats almost uniformly 

supported the creation of the corporation proposed by Carter.  The nation was in the middle of the 

Iranian hostage crisis and a related oil/gasoline shortage which ran up prices at the pump.  The 

public demanded that something be done – anything.  There were lines at gasoline stations and 

this did not please Americans:  the response by Carter and Congress – investment in synthetic 

fuels.  However, by the time that Reagan assumed office, the fuel crisis had eased, and the price 

of gasoline had dropped significantly.  Synthetic fuels could not be produced at a competitive 

price, and it turned out that the technology was immature.  These technological shortcomings led 

the staff of Moffett’s committee, and others, to conclude that the public investment to develop 

synthetic fuels would be enormous, and they would not be cost-competitive for decades, 

compared with pumping oil out of the ground.  Moffett’s staff convinced him that synthetic fuels 

would become cost-competitive when there was an actual – as opposed to a political – shortage of 

oil.  At this point, his staff argued, the energy industry would make the investment itself because 

it would be in its interest to do so.  Additionally, because of technological difficulties, it appeared 

that billions of dollars, if not more, in subsidies would be necessary to keep the SFC’s projects 

alive.  The SFC, to Moffett’s staff, looked like a bottomless pit of unending subsidies for very 

little in return.  The staff knew from experience that a subsidy, once given, was almost impossible 

to remove.  There were also environmental issues, particularly with oil shale development.  The 

financial argument was much stronger than the environmental one at that time, as well as more 

appealing to the Republicans.
28

 

In a recent conversation, Moffett indicated that he changed his mind about the 

corporation as a result of his staff.  They had argued against it and convinced Moffett of the 
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inherent dangers of “socialized free enterprise,” and that the SFC was not the best vehicle for 

energy independence.
29

  Moffett used the salary issue to attack the corporation. 

Moffett’s subcommittee prepared a report on the hearing that he had held and related 

documents.
30

  The Committee publication was issued in late May 1981 and, according to press 

reports, mostly written by subcommittee counsel Edith Holleman.  The publication of this report 

ruffled the feathers of Rep. Jim Wright (D-TX), House majority leader, and “the synthetic fuels 

industry’s most influential champion in the House.”
31

  Wright, having been provided a draft copy, 

became so concerned by the report that he tried to have the Democratic committee members join 

the Republican committee members to reject the report, either in whole or in part.  Wright knew 

that the release of the report would cause adverse publicity for the SFC at a time when the Reagan 

administration was reevaluating the future of the federal synthetic fuels program.  It would 

provide license to the administration to cut off funding or severely restrict the SFC activities.
32

    

Due to the tone and direction of Moffett’s questioning, McAtee became concerned that 

Congress might repeal or amend the compensation section of the law.  He believed the future 

board needed the flexibility to pay qualified and capable professionals above government 

compensation levels to attract them to the SFC.  These individuals were a prerequisite to do the 

job mandated by the act and subsequently direct it out of business.   The corporation had a limited 

life of twelve years in which to accomplish its goals.  To reiterate, Congress did not envision the 

Synthetic Fuels Corporation becoming another federal bureaucracy.  Specifically, Congress 

determined that attainment of the production goals required a commitment by an independent 

federal entity of limited duration to facilitate the “expeditious achievement of synthetic fuel 
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production from domestic resources.”
33

  The Energy Security Act Conference Report stated: “In 

order to expedite the achievement of the highly important national objectives . . . and obviate the 

delays that often beset programs administered by the departments and agencies of the Executive 

Branch [specifically DOE], this entity [the SFC] is established free of many of the constraints 

placed on such departments and agencies.”
34

 

McAtee stressed that he wanted to focus on his job at the SFC and not on his salary.  In 

fact, he admitted he did not see what was wrong with his pay level.  His interpretation of the act 

was that it provided for the salaries in question and if Congress had a problem with that, then 

Congress could change the legislation.
35

  The committee members and McAtee were talking past 

each other.  Neither heard what the other was saying.  At one point, McAtee testified that he did 

not believe Congress intended a hiatus in the leadership and work of the corporation.  In other 

words, the SFC must continue on a fast-track mission, as the urgency was too great.  McAtee was 

prepared to act with or without a board. 

 At the end of the hearing, with tempers frayed, the committee asked McAtee for 

information that necessitated a legal opinion.  McAtee responded that he would get to address the 

question, but that doing so would involve engaging the services of an outside law firm.  The SFC 

staff was busy working on solicitations and did not have the time to commit to addressing 

Moffett’s concern, thereby requiring the services and fees of an outside law firm.  Moffett replied, 

“What do you mean spend the money?”  They exchanged ideas, with Moffett and McAtee 

agreeing that an in-house analysis, not entailing any outside expenses, would suffice.
36
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But wait – this was not the end, by any means.  Holleman, counsel to the subcommittee, 

asked McAtee for additional information, and McAtee replied, “Put it [Holleman’s inquiry] in 

your memo.”  Moffett, having had about all he could stand, said, “Wait 1 second.  I am going to 

ask that you show a little more respect for the subcommittee. . . . I am going to ask that you do 

not interrupt the Chair.  You do not dictate to the staff with statements like, ‘Put it in your 

memo.’”
37

  As counsel, Holleman was sitting on the dais with the subcommittee members.  

McAtee later stated that he had not meant any slight to the staff.  He had been communicating 

with Holleman prior to the hearing on a professional and cordial basis.  He believed that Moffett 

had overreacted.
38

  In a recent conversation, Holleman related that Moffett frequently let her 

prepare questions for him, and at times, let her ask questions of witnesses.  Often, witnesses 

exhibited impatience at this practice, and McAtee was no different.  She had become used to such 

reactions.
39

 

 News of the SFC salaries and Moffett’s hearing quickly spread throughout the country.  

Chicago Sun-Times columnist Mike Royko penned a scathing satire of the hearing in his February 

25, 1980, column titled “Reagan aide’s troubles, $150,000 sacrifice.”  Referring to McAtee as a 

“Reagan aide” undoubtedly caused consternation at the White House.  Acknowledging that it’s 

tough to scrape by on $10,000 to $30,000 a year, Royko wrote that with McAtee’s testimony it 

now appeared “that the $150,000-a-year family might be the country’s best concealed pocket of 

misery.”
40

  Royko mocked McAtee for referring to his salary as “outrageous.”  Royko took 

McAtee’s comments and penned an artfully worded satirical essay.  Being “concerned” about the 

sacrifice McAtee was making to work at the SFC in DC, Royko offered eight suggestions to help 
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McAtee get by:  (1) Dry clean his clothes rather than getting new ones, (2) “ask the missus if she 

can stretch an extra winter’s wear out of the mink coat,” (3) ask the kids to get another season out 

of the ski togs, (4) brown bag his lunch, (5) select and attend only those DC parties that have a 

sit-down dinner or a buffet and quietly slip some food into his pockets for a midnight snack or 

breakfast, (6) cut back on private club memberships, (7) form a car pool, and (8) do not give to 

his alma mater but instead write them that he is short this lifetime as he is making only $150,000 

per year.
41

  If all else fails, Royko wrote, he knew that generous Chicagoans would send McAtee 

their food stamps.
42

   

McAtee had attempted to add levity to a hearing that had quickly developed into a 

shouting match.  The Synfuels Corporation had followed the law.  The officers wanted to do their 

jobs as professionally and timely as possible and then return to the private sector.  The allure was 

to do something for the country, to help reduce the nation’s addiction to imported crude oil, to get 

in on the ground floor of an exciting, and brand-new quasi-government entity, and to build 

something from scratch.  In late 1980 and early 1981, the United States Synthetic Fuels 

Corporation was a stimulating place to work, with an atmosphere much like the dawn of FDR’s 

New Deal.  The early SFC employees had an opportunity to be present at the creation.
43

 

 On May 28, 1981, the House Government Oversight Committe issued its report, 

Oversight of the Energy Security Act:  Implementation of the Synthetic Fuels Corporation, based 

on a five-month investigation and the earlier one-day hearing.
44

  This publication began with a 

background of the legislation and its congressional approval, reading in part, “Congress 

overwhelmingly endorsed the legislation creating the Synthetic Fuels Corporation, a unique 
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hybrid government entity free of a number of the restraints and controls normally imposed upon a 

government agency . . . .”
45

  The Committee considered it “a risky, untried experiment.  Congress 

nonetheless determined it was necessary to meet the perceived energy crisis.”
46

  Prior to approval 

of the act, Congress had extended deliberations over the nature of this new undertaking.  As 

finally approved, the corporation “unquestionably remained a very free-wheeling special federal 

entity.”
47

  However, Congress, as would become apparent, did not fully grasp what it had 

authorized. 

Moffett’s investigation was “triggered by – but not limited to – the initial personnel 

decisions of the [SFC] board.”
48

  The Committee interpreted the board personnel action as 

“failing to abide by the stated Congressional intent that the SFC officer and employee 

compensation be held ‘to the maximum extent feasible’ to comparable federal pay scales.”
49

  It’s 

one thing to write into the legislation flexibility to pay salaries necessary to attract the caliber of 

talent needed to meet the act’s mandated goals, and entirely another to see that compensation in 

print.  To pay individuals more than what congressional members make, sometimes double, was a 

situation Congress could not countenance. 

 The Committee report provided a road map of the board’s early actions.  Congressional 

members exhibited their displeasure about the SFC’s first months, focusing on the excessive 

paychecks, and wrote a letter, dated February 23, 1981, to President Reagan asking him to rescind 

those salaries.  Responding quickly two days later, Reagan sent a memorandum to McAtee that 
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“specifically disapproved” of the compensation, terms, benefits, and conditions of employment of 

the officers.
50

 

 Once McAtee received this memorandum from the president disapproving of the salaries, 

the first move by SFC officers was to give the memo to the outside law firm of Arnold & Porter.  

In early March 1981, the firm provided an opinion letter to SFC officers stating that while the 

president had the right to review salaries, that prerogative did not extend to any nonsalary 

compensation such as long-term employment commitments, the retirement program, or officer 

termination benefits.
51

 

 Nevertheless, five of the six officers in question who were receiving salaries in excess of 

$69,630 signed a statement stating that in order to “be respectful of and responsive to President 

Reagan’s” February 25, 1981, memo to McAtee, they would, as of February 25, 1981, accept 

lowered salaries of $69,630 each, “pending a review by the incoming Board of Directors of the 

appropriate level.”
52

  The one officer who refused to sign the letter, vice president of planning, A. 

Cheves Haskell, continued to receive his $140,000 salary.
53

 

 The Arnold & Porter report provided a detailed comparison of SFC with Consolidated 

Rail Corporation, Communications Satellite Corporation, Student Loan Marketing Association, 

Federal National Mortgage Association, Corporation for Public Broadcasting, Federal Home 

Loan Mortgage Corporation, National Corporation for Housing Partnerships, National Railroad 

Passengers Corporation, US Railway Association, and the US Postal Service.
54

  The Committee 

noted that the SFC was “not like other quasi-governmental corporations such as Conrail, Comsat, 
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the Student Loan Marketing Association or the Federal National Mortgage Association.”
55

  The 

Committee members found the most significant differences to be that the SFC had no 

stockholders, no private funds were involved, the corporation was not-for-profit, and its directors 

were all appointed by the president with Senate confirmation. 

 Congress had mandated the following restrictions on the corporation.  No other quasi-

government corporation was so controlled. 

1. The SFC board must hold its meetings in public. 

2. The compensation of the board must be set by the president. 

3. The board and the president must approve any officer and employee compensation 

exceeding specified federal levels. 

4. The number of full-time professional employees must not exceed three hundred and 

names and compensation of persons employed or under contract at rates exceeding 

$30,000 annually must be revealed. 

5. The federal financial disclosure provisions would apply to officers and employees. 

6. The Davis-Bacon Act would be applicable. 

7. An inspector general with wide-ranging powers would be appointed to make 

recommendations to the SFC and Congress. 

8. The basic provisions of the Freedom of Information Act would apply to the SFC.
56

 

 

 Congress did exclude the corporation from the Administrative Procedure Act (APA), 

which establishes the process that federal and independent agencies must use to implement 

rulemaking and standards setting, and to reach other administrative-level decisions.  The result of 

this omission was that the SFC is not required to establish or follow any defined rules in carrying 

out its business.
57

 

 The Committee struggled over the exact status of the SFC.  Was it a government agency 

or not?  They argued that it was “essentially a government agency.”
58

  The report enumerated its 

operational powers to prove this point: 
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 A. It has the right to use the US mail on the same terms as other government agencies. 

 B. It has the right of eminent domain. 

 C. It can be represented by the attorney general of the United States. 

 D. It can obtain information from other federal agencies. 

 E. It must publish its solicitations in the Federal Register. 

 F. Ownership rights to patents, royalties, and inventions are vested in the US government. 

 G. When building its own construction projects, the SFC is deemed to be a federal 

agency. 

 H. Its financial obligations are backed by the full faith and credit of the US government.
59

 

 

 The Committee members had strong words for the SFC and its people.  The former chair 

(Sawhill) and the board were “lax in their adherence” to the act, both in spirit and in letter.
60

  The 

officers remaining, after Reagan had dismissed Sawhill and the board, continued this behavior 

pattern.  Testimony at the hearing led the Committee to observe that these officers seemed to 

believe the SFC mission was of such importance to the country that they (the officers) could at 

their discretion dispense with compliance of the law to get the SFC moving on a path to meet the 

statutory goals.
61

  Specifically, members argued that by his remarks before the subcommittee, 

McAtee suggested that he considered himself “empowered to exercise his own discretion in 

deciding when the President had tarried too long and jeopardized the synfuels fast track.”
62

  

Should the process become “unacceptably” slow, McAtee would make decisions about which 

proposals would receive “SFC financing and on what terms.”
63

  McAtee interpreted the intent of 

Congress promptly to get this corporation up and running, as time was short before another 

energy crisis developed and the nation must be prepared. 

 Trust became the major focus and the Committee expressed serious concerns about 

whether early SFC actions had permanently tainted the corporation.  Congress had placed great 
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reliance and faith in the few controls contained in the act, as well as in the integrity and probity of 

those who would lead the SFC.   

The analysis by the Committee focused on five areas: 

 

1. The compensation packages for the SFC board, officers, and employees. 

 2. The procedures surrounding the first solicitation of synthetic fuels projects. 

 3. The assumption of certain powers by the general counsel upon resignation of the chair 

and board. 

 4. SFC contracting practices. 

 5. SFC implementation of the act’s provisions regarding public access to information 

about SFC activities.
64

 

 

 The compensation levels, listed first, started the process that caused the other four items 

to be investigated.  Members of Congress did not want anyone working for the federal 

government to make more than they did.  Further, despite the legislation, the SFC was not 

managed by a board of seven but rather a board consisting of 542 members – 435 representatives, 

100 senators, and then the seven board members.  Most members of Congress felt entitled to a 

say in the disposition of the $88 billion. 

 The report spent a majority of the time examining the salary issue and any legislation 

relating to it.  The act’s operative section was 117(b) (2): 

The Board of directors shall fix the compensation of individual officer positions 

and categories of other employees . . . .  If the Board of Directors determines it is 

necessary to fix the compensation of any officer position or category of other 

positions at a rate in excess [of the rates in the federal Senior Executive Level], 

the Board may transmit to the President its [salary] recommendations . . . .  Such 

recommendations shall become effective . . . unless the President has specifically 

disapproved such recommendation[s] and notified the Board of Directors.
65

 

 

Attempting to understand this section, the Committee referenced the Conference Report 

that accompanied the legislation: 
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The Conferees intend that, to the maximum extent practicable, the rates of 

compensation of the Corporation’s officers and employees will be fixed within 

the range of compensation in effect for Federal officers and employees under the 

Executive Schedule and General Schedule.
66

 

 

The subcommittee members concluded that Congress meant for a government corporation with 

no outside funding sources or stockholders to keep a “tight rein on the compensation of both its 

officers and employees,” and that such salaries would not exceed the Senior Executive Service 

level (i.e., cabinet).
67

  Congress had been told that to achieve the corporation’s mandated goals, 

SFC must have the flexibility to pay private market salaries to attract the required talent.  After 

all, who would go to work for a company with a limited life of only twelve years? 

The Committee also investigated other early actions of the Synthetic Fuels Corporation.  

Among these was implementation of the first solicitation for projects by the corporation.  The 

issue was that subcommittee members felt the SFC had not followed the law in issuing the call, 

which was too short and easy to comply with compared to other federal solicitations.  Again, 

disagreement was over matters of urgency and speed. 

The Committee focused on McAtee’s assumption of the SFC chair’s role and powers.  

Sawhill had met with President-elect Reagan on Friday, January 9, 1981, and given the president-

elect a letter offering the entire board’s resignation.
68

  Members noted that on Monday, January 

12, 1981, Sawhill had assigned to McAtee the right to act as chair in the event of Sawhill’s 

absence.
69

  Committee members argued that the timing of this action seemed suspicious since 

Sawhill had that authority when the bylaws had been approved on October 8, 1980, yet had only 
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exercised it “three days after . . . Sawhill offered his resignation to President-elect Reagan.”
70

  

The Committee’s argument was that if President Reagan had intended for the SFC to continue 

business as usual, he would have left the old board in place until such time as he had nominated 

replacements. 

The Committee found that the SFC mission had been delayed and remedial actions would 

be required by the new board (yet to be nominated).  “The damage caused by the ill-advised 

actions of the former board and the officers of the Synthetic Fuels Corporation is not irreparable, 

however.”
71

  The report added, “The efficient and effective development of a synthetic fuels 

industry, which is the task of the Synthetic Fuels Corporation, is one of the most difficult 

mandates ever given to a Congressionally created body.”
72

  To further confuse the situation, 

members admitted that as soon as the ESA was passed, the production goals established in the act 

“could not be achieved,” and that the path of the SFC had not been an easy one and never would 

be.
73

  They urged the new directors, along with the officers and employees, to become “fully 

aware of their responsibility to Congress and the American public to carry out the Energy 

Security Act in an open, fair and public manner to the fullest of their ability.”
74

 

Not even a year had passed since SFC enactment before it was becoming a target of 

Congressional investigations and endless hearings. 

In mid-February 1981, the Dallas Morning News reported that Reagan administration 

officials said it was 80 percent likely that Edward Noble – Tulsa oil man, Atlanta real-estate 

developer, Heritage Foundation supporter, and transition team head – was to be nominated SFC 

chair, “one of the highest paying jobs in the federal government,” as well as being a “coveted 
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post.”
75

  The article mentioned that Lane Kirkland, an original board member, was expected to be 

reappointed, but this action did not happen.  Further, the reporter stated that Vetter, energy 

advisor to Texas Governor Clements, would not be appointed.
76

   

On April 2, 1981, President Reagan announced his intention to nominate Noble as SFC 

board chair.
77

  Interestingly, on the day he was nominated, Noble commented to the Atlanta 

Constitution that he was not concerned about his salary, “[b]ut I consider salaries as a way to 

attract good people.”  In the Tulsa World, Noble stated, “The salaries for the vice presidents 

should . . . be reduced, as long as qualified people from private industry could be attracted to the 

corporation.”  Noble had run unsuccessfully for one of the U.S. Senate seats from Oklahoma in 

1980 and, during the campaign, had criticized the corporation:  “I am opposed to another attempt 

. . . to waste another $20 billion a year of taxpayers’ money supporting, for the most part, 

inefficient methods.”  He argued in favor of tax incentives for the free enterprise system because 

companies that gambled of synfuels would lose their money and not the taxpayers.
78

   With the 

Tulsa World salary comments, it is apparent that he had yet to talk with the White House.  Noble 

emphatically remarked that he was “a private sector advocate and I believe in the free market 

place.”
79

  The Tulsa World praised Noble’s nomination opining that Reagan had “found a very 

able man to run a very dubious Government project,” (emphasis added) and that even though it 

was easy to acknowledge Noble’s abilities, it was “difficult to find many nice things to say about 

the Synthetic Fuels Corp., a hastily-contrived Government monster conceived in panic by the 
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Carter administration on the proposition that Bigger Government is the answer to energy 

problems.”
80

  Noble’s résumé consisted of: president and board member of Noble Affiliates Inc., 

(oil and gas exploration and contract drilling), owner of Tulsa Auto-Crane Co., director of Noble 

Inns Corporation, and developer of the Lenox Square Shopping Center in Atlanta, Georgia.  

Experience in government or construction of enormously complex and expensive plants was 

severely lacking.
81

 

Reagan nominated Robert A. G. Monks (chair of the board of the Boston Co., Maine), 

Victor Schroeder (Atlanta real-estate developer and Noble’s partner), V.M. Thompson, Jr. 

(Noble’s friend, and chair and CEO of Utica Bankshares of Tulsa), and C. Howard Wilkins (of 

Wichita, Kansas, and CEO of venture capital firm Maverick) on May 8, 1981.
82

  The Washington 

Post reported that two other potential candidates were Robert Six, chair of Continental Airlines, 

and Donald Santarelli, a Washington attorney.
83

  Reagan did not nominate Six, but he did 

nominate Santarelli on June 5, 1981, to the SFC board.
84

  No reason has been found as to why Six 

was eliminated.  Santarelli’s nomination was delayed due to the actions of Republican senators 

from Western states who insisted that “Westerners should be picked for the last seats.”
85

 

Some critics questioned whether the Reagan nominees had the stature and appropriate 

business experience that would qualify them to undertake such an ambitious project.  A strong 

argument could be made that the Synfuels Corporation was not a high priority – or even a priority 

– for Reagan based on the overall caliber of these nominees, the time it took Reagan to nominate 
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them, and his delay in declaring the SFC operational.  As Robert Hershey of the New York Times 

observed, “The Reagan Administration seems to have become almost casual about synthetic fuels 

. . . .”
86

  A member of the SFC/Reagan transition team commented that the White House had no 

use for the SFC organization from the outset, but political necessities kept the corporation 

lingering until 1986.
87

  It appears that Reagan used the SFC appointments to reward his 

supporters without regard to their qualifications.  Prima facie evidence occurred with the 

nomination of former Rep. Tom Corcoran (R-IL) to the board.  Corcoran had lost a primary 

challenge to Sen. Charles Percy (R-IL) and could not run for another term in the House of 

Representatives.  Once confirmed, the new position of vice chair was created with an annual 

salary of $83,300.
88

   Reagan declared the SFC operational on February 8, 1982 – 589 days after 

it was signed into law.  Members of the ESA conference committee expected it to be operational 

within nine months of enactment (180 days), and not later than fifteen months after enactment 

(450 days). 

The Senate Committee on Energy and Natural Resources held Noble’s confirmation 

hearing on Wednesday, May 13, 1981.  Noble testified about the importance of developing crude 

oil from synthetics, while not emphasizing synthetic gas.  Noble believed that the nation 

possessed sufficient natural gas reserves, but was lacking in supplies of crude oil, thus explaining 

the attention to synthetic crude oil.  Noble stated that the nation was “importing almost half of 

[its] petroleum needs,” and that the SFC was “the largest investment bank or venture capital 

corporation ever conceived.”
89

  With the SFC as a catalyst, the United States would be able to 
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develop a synthetic fuels industry that would in turn lessen the country’s “dangerous dependence 

on foreign oil,” thereby making a “significant contribution toward national energy security.”
90

  He 

promised the senators that the Synthetic Fuels Corporation would “have an effective, lean, 

competent, project oriented organization.”
91

  Noble said he would have three initial policies while 

pursuing the overall ESA production goals:  (1) communicate effectively with the industry, 

Congress, the administration, state and local authorities, and the public, (2) keep administration 

costs to a minimum, consistent with the act, and (3) insure that the financial, technical, and 

environmental variables are equitably considered in the project review process.
92

  Noble would 

“adhere to the philosophy of the President that currently viable commercial ventures should be 

left in the private sector.”
93

  The committee chair, Sen. James McClure (R-ID), commented that 

there had never been a similar action whereby Congress had “so openly set aside such a large sum 

of money with such little congressional oversight embodied in the legislation,” yet McClure 

cautioned Noble that it may not “remain as open-ended and free as it is now.”
94

 

Attempting to appease the anger that Congress and the administration had over the high 

salaries granted by Carter, Noble offered to work the first two years of his seven-year term for $1 

per year.
95

  Noble’s tone at his confirmation hearing did not impart the same sense of urgency that 

had been exhibited in either Sawill’s confirmation hearing or by McAtee at his “inquisition.”  
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Noble testified that achieving the production goals of the act would be “hard,” and that the private 

sector had an important role to play following the initial start-up efforts of the corporation.
96

  

The Senate confirmed Noble as chair of the Synthetic Fuels Corporation on Thursday 

May 14, 1981.  Sen. John Warner (R-VA) swore Noble in on Tuesday May 26, 1981.  McAtee 

submitted his resignation on May 27, effective May 29.  The vice president of finance/chief 

financial officer also submitted his resignation May 27, effective immediately.  The vice 

president of projects resigned around this time as well.
97

  The vice president for administration 

resigned effective June 24.
98

  For all intents and purposes, the SFC decks had been cleared in 

anticipation of Noble and his team instituting a “change in focus at the troubled organization.”
99

 

On the day that Noble was sworn in as SFC chair, McAtee wrote a letter of 

congratulations.   McAtee acknowledged the “enormity of the task” that lay ahead of him and 

wished him the best of success.  Since Noble had expressed his intentions to have Schroeder as 

his number two officer, McAtee felt it best to resign to provide Noble a free hand to build his own 

management structure.  In his last paragraph, McAtee outlined for the new chair what the SFC 

had been doing the past five months in preparation for the new board. These included:  

 Developed proposed project selection criteria 

 Developed proposed disclosure policies 

 Analyzed and participated in the negotiations of DOE projects, as 

submitted and approved under the DPA “fast track” program (Colony, 

Union, and a very minor bit with Great Plains) that would be transferred 

to the corporation 
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 Analyzed the more than sixty proposals received as a result of the first 

solicitation 

 Studied and analyzed the best ways to implement anticipated 

modifications in the solicitation process 

 Within the restriction inherent in the transition phase, prepared for the 

implementation of the decisions of Noble and the new board.
100

 

 

McAtee assured Noble that he would be pleased to work with him in any manner for a smooth 

transition.  Noble “reluctantly” accepted the resignation and thanked McAtee for his efforts in 

keeping the corporation on track and moving forward “during the very difficult period.”  He took 

McAtee up on his offer to help make for a smooth transition by asking McAtee to “consult” with 

him until July 31, 1981.
101

 

Santarelli, whom Reagan had nominated on June 5, 1981, withdrew his nomination on 

June 15, 1981, with no reason given. 

By early 1982, SFC goals had shifted from achieving massive production to making a 

political point.  Noble “just want[ed] to get enough plants started to demonstrate to [OPEC] that 

the technologies work[ed] and that the product won’t blow the U.S. bank book.”
102

  

Thus began the Noble Era.  Would matters become any better?  They could hardly get 

much worse.   
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Chapter 8:  The Noble Era 

 

President Reagan had issued his first National Energy Policy Plan in July 1981, titled: 

Securing America’s Energy Future.  The report addressed the efforts of the Carter administration 

by tartly reporting that its “regulatory emphasis was overwhelming” and “relied heavily on 

Federal intervention,” which was labeled as “sterile.”  Government energy policy and planning 

were thought to be counterproductive because it lacked the insight and knowledge to guide 

energy policy, which Reagan believed should be determined by the market-place.  The first 

principle of Carter’s April 1977 National Energy Plan’s advocated that “the energy problem can 

be effectively addressed only by a Government that accepts responsibility for dealing with it 

comprehensively.”
1
  Carter wanted to extend the intrusiveness of federal authorities into decision 

making by private industry, private institutions, and private citizens.  Reagan’s strategy moved to 

deemphasize and reduce government involvement in energy and as a policy issue.  Securing 

America’s Energy Future stated: 

Public spending for energy-related purposes is secondary to ensuring that the 

private sector can respond to market realities.  Even then, Federal spending should 

be considered only in those promising areas of energy production and use where 

the private sector is unlikely to invest.  This will not stifle innovation.  On the 

contrary, the history of venture capital shows that risk-taking will always be done 

privately when financial resources are available – in the hope of greater financial 

gains.  The collective judgment of properly motivated technical innovators, 

businessmen, and consumers is generally superior to any form of centralized 

programming.  In most cases, however, using public funds to subsidize either 

domestic energy production or conservation buys little additional security and only 

diverts capital, workers, and initiative from uses that contribute more to society 

and the economy. . . . 
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When individual choices are made with a maximum of personal understanding and 

a minimum of governmental restraints, the result is the most appropriate energy 

policy.
2
 

  

Conservation and environmental issues were addressed.  Conservation, as an energy 

resource, would be approached with the same strategy of market-oriented public policy as were 

other energy resources.  Energy conservation occurred in response to various forces at work in the 

marketplace.  Environmental concerns would have the same market-oriented approach.  Reagan’s 

national energy policy was committed to achieving an adequate supply of energy at reasonable 

costs with an environmentally acceptable mix of energy supplies, while minimizing federal 

control. 

The Reagan plan commented on synthetic fuels in five paragraphs, almost a full 8 ½ x 11 

page, out of a total of thirty-five pages.  Within those five paragraphs, there were nine instances 

in which the terms “private investment,” “private sector,” “private investors,” “private corporate 

planning,” and “private enterprise” were used.  The SFC was referenced as providing “potential 

support” through “minimal outlays.”  The growth climate of synthetic fuels will be provided by 

decontrol of fuel prices, revitalization of the economy, and removal of regulatory uncertainties, 

and not by any actions of the SFC.
3
  The Reagan plan sought to increase the influence of private 

market forces on the development and production of synthetic fuels.   Furthermore, no 

accommodation was made to the Rockefeller Republicans (i.e., the moderate/liberal branch of the 

party).  Noble had been put on notice that the White House emphasized the private sector over 

anything the SFC wanted to do. 

In a relaxed and casual fashion, the Senate Energy and Natural Resources Committee 

held a confirmation hearing for Schroeder, Wilkins, Thompson, and Monks’ nominations to the 
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SFC board on Thursday, September 10, 1981.  The Senate confirmed them the next day.  On 

Wednesday, October 28, 1981, the four nominees were sworn into office.  Immediately following 

this ceremony, the board met and elected officers:  Schroeder as president and chief operating 

officer, Edward Cox (President Richard Nixon’s son-in-law) as general counsel and secretary, 

Dwight Ink as vice president-administration and treasurer (effective November 9, 1981), and 

Charles Cowan as vice president-projects.
4
 

If Noble did not get the message, he had another opportunity two years later in October 

1983, when Reagan issued his second National Energy Policy Plan, in which he stated that the 

US energy situation was “significantly better than it was in 1981.”  The 1983 issue made no 

reference to or mention of the SFC.  There was continued emphasis on the idea to “minimize 

federal control and involvement” in the national energy policy.  The record from the previous 

1981 report demonstrated “clearly” that economic efficiency in achieving an adequate supply of 

energy at reasonable costs did not result from federal intervention and control.  Government 

intervention in the free market did not work because it was incapable of dealing with all the 

various factors in a system as complex as the nation’s energy.  Government intervention created 

rigidities that prevented and discouraged free-market forces from having the flexibility either to 

respond to continuously changing conditions or to develop technological and economic 

breakthroughs.
5
 

By the time the 1985 plan was published, Reagan would write that the state of our energy 

health was good and the future promising:  Crude prices had declined, energy was being used 
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more productively, and energy production was at an unprecedented height.  This new health was 

a testament to the ingenuity and imagination of the American people and American businesses.  

Regulation had been reduced.  Confidence was restored in the marketplace, rather than 

government, to make key economic decisions about energy.  Conservation contributed much and 

would do more, but government outlays were not required and would hamper any conservation 

efforts.  Compulsory efficiency standards were opposed.  Energy and environmental goals could 

be met simultaneously, with minimal government intrusion.  President Reagan expressed 

confidence that the American people had learned from the lessons of the past that government 

was the problem and not the solution – and that the citizens, the country’s technology, and free 

markets had met the energy challenges and successfully overcome them.
6
  No mention or 

reference was made in the report to either the SFC or synthetic fuels. 

Before Reagan’s declaration of “operational” status for the SFC in February 1982, Noble 

provided his perspective on the current plans for the corporation.  In an in-depth interview with 

Becky Tallent, a staff writer for the Oklahoman, Noble, demonstrating his reluctance, stated that 

his goal was to get the United States out of the synthetic fuels business:  “Developing synthetic 

fuels technologies, getting the private sector to take over those technologies, and getting out of 

business is the philosophy behind” the SFC.  Exposing as few of the taxpayers’ dollars as 

possible while proving the economic viability of synthetic fuels technologies represented his two 

major goals.  To Noble, the term synthetic fuels were a misnomer because tar sands, coal, and oil 

shale are fossil fuels as well.  Many of the technologies for converting these “other” fossil fuels 

had been known for years, but the country had not invested the capital to develop them.  OPEC 

had the power, Noble admitted, to lower their prices for crude oil to the point of severely 
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handicapping the development of a synthetic fuels industry, but that potential should not stop the 

building of this industry.
7
  Toward the end of the interview, Noble had an insightful observation: 

 

 

I think Congress created this originally with a lot of concern for defense and 

national security; but a lot in haste also from gasoline lines which could have 

been that their own allocations had problems.  We want to make this a 

responsible program.
8
 

 

At the conclusion, he reiterated he wanted to structure the SFC in such a manner that it could 

prove the economic viability of synthetic fuels, and then the private sector could step in and 

continue without government assistance.
9
 

 Noble did not get support even for this limited vision. 

 The Heritage Foundation, a conservative think-tank to which Noble was a major 

financial supporter, argued persuasively over an extended period of time against the SFC and its 

mandate.  Milton Copulos, policy analyst at Heritage, did not and could not support another 

government entity interfering with the private market:  “It would appear . . . to make sense to 

eliminate the creation of yet another agency, and simply allow industry to develop synthetic fuels 

on its own.”  Because the government-chartered corporation had no stockholders, nor any need to 

make a profit, the potential for bureaucratic abuse was considerable.  By selecting some 

technologies over others, the SFC would be giving preferential treatment to those selected at the 

expense of others, when in fact the others might be better in the long-run.  The corporation acted 

in place of the market selection process.  Funded by the “windfall profits tax,” the industry would 
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be in essence providing financing for its competition.
10

  The SFC put the federal government in 

direct competition with the private sector in producing energy and was “pre-emptive.”
11

  Copulos 

summarized Heritage’s opposition this way: 

In the final analysis, there is a certain irony to be found in the fact that the 

solution to an energy crisis largely created by federal red tape, and by federal 

departments, should be thought to be found in the creation of even more red tape 

and federal agencies.  This irony is further enhanced by the fact that this proposal 

is coming at a time when there is a growing public antipathy towards the 

increasing growth of the federal government.  It is perhaps an unconscious 

recognition of this irony which has led to the stiff opposition these programs 

have encountered in Congress this year [1979-80].
12

 

 

Within the newly established Reagan administration, there was certainly “considerable 

sentiment to abolish the SFC.”  Reagan was committed philosophically to open marketplace 

competition, free of federal interference, for all energy technologies.  The massive SFC subsidies 

contradicted this basic principle.  In addition, the financial assistance was specified for 

straightforward commercial ventures that should be permitted to stand or fall on merit.  But, 

Reagan faced strong support for the SFC from powerful Senators Pete Domenici (R-NM) and 

James McClure (R-ID), both of whom helped draft the legislation.
13

   

When Noble came to the SFC, he had already written the Transition Team report 

recommending immediate termination of the SFC.  Heritage also had strong opposition to the 

corporation’s continued existence.  Noble had candidly testified at his confirmation hearing that 

he had suggested SFC termination to Reagan because Noble had “the feeling that the Corporation 

had the potential for having a lot of mischief . . . and I [Noble] questioned the need of synthetic 
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fuels very strongly.”
14

  When Reagan nominated him to the SFC board, Noble admitted that he 

had changed his mind. 

Edith Holleman, counsel to Rep. Toby Moffett’s (D-CT) House Environment, Energy, 

and Natural Resources Subcommittee, was very involved and familiar with the corporation’s 

intricacies.  She observed that Noble was a loyal Republican brought in by Reagan to shut down 

the SFC.  Noble had no Washington or congressional experience, and as a result, he found it 

extremely difficult to work in the political environment.  It literally made him sick, especially 

before any hearings on the Hill.  He found that what presidents want often cannot be 

accomplished because Washington is full of many different power centers and voices.  And the 

SFC, which had bipartisan support, was not important enough to Reagan – who was facing 

multiple serious economic and social problems – to waste much, if any, political capital on it.
15

  

Ralph Bayrer, vice president of projects for the SFC, writes that Noble’s initial 

inclination was to shut the SFC down.  However, after “being well briefed, he concluded that the 

country could benefit” from the SFC, and he decided to go against what he wrote in the transition 

report, the arguments by Heritage, Stockman’s forceful statements, and the policy of the White 

House.
16

  Noble decided to forge ahead with building the SFC.  To that end, he, along with his 

staff, developed a plan and a time-table for the corporation to meet its objectives. 
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Figure 8.1.  Synthetic Fuels Corporation Planning and Timetable Chart (author's possession) 
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Ralph Bayrer’s views receive some support from Noble’s later statements.  Near the end 

of his tenure, Noble wrote an essay outlining his strategic vision for the SFC, “National Security 

Implications of the Development of Synthetic Fuels,” which appeared in the 1985 issue of the 

Oklahoma Law Review.  As head of the SFC transition team for the incoming Reagan 

administration, Noble wrote, he had recommended immediate abolishment of the corporation 

because “of the enormous potential for abuse in its unnecessarily large $88 billion program.”  The 

team’s report did outline “valid national security reasons” for the construction of probably a half-

dozen synthetic fuels plants of a commercial nature, representing a scaled-back SFC.  Asked by 

Reagan to be SFC chair, Noble said he agreed because he recognized the importance of the plants 

to national security.  In Noble’s opinion, this was also the “basic reason” the Reagan 

administration agreed to continue the program.  The essay concluded by advocating for six plants 

that would provide technical and economic knowledge to reduce the lead times required in the 

building of synthetic fuels plants from eight to ten years down to three or four years.  This effort 

would provide the country with a “permanent insurance policy against ever again being held 

hostage by foreign producers.”
17

 

 Prior to the SFC being declared operational by Reagan, Noble held a briefing and retreat 

session on October 19 and 20, 1981, to educate the new board about the corporation’s history and 

the issues that it confronted.  The staff had prepared a three-volume compendium of materials.  

The sessions on both days lasted well over eight hours each, with staff members from all 

departments making presentations. 
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 In mid-January 1982, the chair held additional staff briefings for the board on strategic 

matters.  In these meetings, the board learned that the costs of producing synthetic fuels were 

“highly uncertain” because: 

 Basic engineering costs and performance data were uncertain 

 Pioneer plants encountered unexpected and unanticipated problems 

 Environmental/socioeconomic factors were unpredictable 

 Tax and financing details were undefined and variable.
18

 

 

 

Based on oil prices at the time and lacking financial assistance, none of the potential projects for 

synthetic fuels appeared competitive.  The primary factor impacting prices for synfuels was world 

oil prices.  Synthetic fuels investments, as of the January 1982 date, did not appear to yield an 

adequate rate of return on investment.
19

 

 The briefing addressed the SFC Operational Objectives by assisting the private sector, via 

the federal government, in establishing a commercially viable synthetic fuels industry.  Market 

forces ordinarily were the best determinants of the rate and direction of investment; however, the 

special needs for synfuels suggested a more active role for the government.  These positive 

features included reduced crude oil imports beyond economic returns generated to project 

sponsors, “insurance” to protect the country from unnecessary, unexpected, or manipulated jumps 

in crude oil prices, mitigation of governmental risks to synthetic fuels projects, and reduction of 

risks associated with pioneer projects.  The corporation would be able to assist by providing a 

premium price for synfuels to reflect the national benefits gained from import reduction.
20

 

 Noble and the board quickly discerned the attitude of the Reagan administration toward 

the corporation and the difficulty of their task during a presentation made by Secretary of Energy 
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James Edwards at the first board meeting in December 1981.  The emphasis by Edwards was on 

the private sector making the investment choices and decisions, not the SFC or federal 

government, which were to get out of the way as soon as possible.
21

  The DOE attached 

importance to the SFC mission, the critical component of which was “to provide American 

industry with the opportunity of obtaining a broad base of early commercial production 

experience in synthetic fuels.”  This goal would help industry improve the capabilities and 

posture of the nation to respond to changing prices and circumstances in the world market.  “The 

importance of the information – learning – know-how obtained through  . . . initial production 

efforts cannot be underestimated.  It is essential if we [the United States] are to have a strong and 

vital synthetic fuels industry based upon private sector initiative and investment.”  Private 

investors and American industry would be able “to make informed decisions on when to invest 

and on which resources and synthetic fuel technologies constitute the best investment.”   

 With five board members confirmed and sworn in, the corporation waited for the 

president to declare it “operational.”  Finally, on Monday, February 8, 1982, almost twenty 

months after the SFC was created by Congress to manage one of the government’s largest energy 

programs, President Reagan did so.
22

  “[H]aving determined that the United States Synthetic 

Fuels Corporation is established and fully operational” as defined by statute, he issued Executive 

Order 12346.
23

  This action ended months of speculation about what the administration planned 

for the corporation.  Even though “open for business,” the SFC experienced an identity crisis, as 

Noble received conflicting signals from the White House on whether to stop, start, move forward, 
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or turn around.
24

  As previously mentioned, the ESA conferees had expected the SFC to be “fully 

operational within nine months of enactment [June 30, 1980] and not later than fifteen months 

after enactment.”
25

  What had changed?  The sense of urgency expressed in the act had ebbed, 

and synfuels were now passé.  

 Noble slowed the SFC’s activity level and visibility by a considerable amount.  Noble’s 

limited goal was to prove to OPEC that the United States could build and operate one or two 

synthetic fuels plants.  By doing this, he believed the oil-exporting nations would be deterred 

from raising the posted price of crude to inordinately high levels.
26

  The Wall Street Journal 

reported: “The Reagan Administration’s doubts and Mr. Noble’s repeated promise to be 

tightfisted with federal funds have only added to the gloom.  The principle of government support 

has survived, but the originally envisioned pace has not.”
27

   

 In testimony before the House Energy, Environment and Natural Resources 

Subcommittee on Thursday, September 17, 1981, Noble called for a “lean and mean organization 

that would do its job and go out of business.”
28

  Of paramount importance was a stable 

government policy platform, in perception as well as in fact, on which industry could depend as it 

risked its capital on long-term investments.  Noble acknowledged there had been start-up 

problems with the SFC, demonstrating that the corporation’s success depended on strong and 

sustained leadership.
29

 

 During the hearing, Rep. Moffett (D-CT) quoted Noble as having said during a speech in 

South Carolina that he was going to do his “darnedest to see that this job [developing a synthetic 
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fuels industry] is done without this monstrous second phase.”
30

  When asked if he did indeed 

consider the second phase “monstrous,” Noble answered in the affirmative, explaining he wanted 

to do the job and go out of business as soon as possible to save the taxpayers “a lot of money.”
31

  

By statute, the second phase occurred after June 30, 1984, the due date for the comprehensive 

strategy report to Congress outlining the corporation’s plans to achieve the national synthetic 

fuels production goal as established in the act.  If approved, the SFC would receive an additional 

$68 billion to meet production goals.
32

 

 Noble’s tenure at the SFC helm lasted 1,727 tumultuous days.  During this period, 

thirteen officers resigned and six new board members replaced those who chose to resign.
33

  For 

about seven and one-half months in 1984, the board of directors lacked a quorum, which thereby 

meant it was unable to conduct business.  During the life of the SFC, such a stagnant situation 

occurred over 26 percent of the time.  In the SFC 1984 annual fiscal report, Noble wrote, “The 

lack of a Board quorum weakened the Corporation’s credibility with project sponsors, and the 

intense and raging debate in the Administration and Congress about the continued existence of 

the Corporation and the size of its program further undermined industry commitment to synthetic 

fuels.”
34

  Once it was declared operational, the corporation became an afterthought in the White 

House.  Noble did manage to get a “bone” thrown his way every now and then.  To attend the 

first meeting of the Cabinet Council on Natural Resources and Environment, Noble had to plead 
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with the White House to be included, which he eventually was.
35

  Noble enjoyed the proximity to 

power, being in the Cabinet Room with Reagan, and came away with the impression that his 

(Noble’s) presence made a “real contribution” and that he (Noble) stood ready to provide 

additional assistance if called upon.
36

  

For several months in early 1982, Noble expressed concerns to presidential advisor 

Edwin Meese that the SFC had been unable “to keep and retain qualified people in key 

positions.”  Meese engaged in several discussions with Noble on the matter, “consistently” 

indicating that he would not endorse, nor would he take to the president, the recommendation of a 

salary above the current maximum level.  Board member Bob Monks accompanied Noble to his 

meeting with Meese to discuss the difficult question of paying a senior SFC employee above the 

US civil-service pay grade.  The absurdity of this situation was that the person in question was 

Vic Schroeder, SFC president, who was married to Noble’s personal secretary.  Meese pretended 

that Noble’s issue was a vitally important public concern – when in reality what Meese wanted 

was money from the Noble Foundation, one of the major backers of the conservative Heritage 

Foundation.  Noble used all his “money” power to “demand” an audience with the president, and 

Meese accommodated Noble on this one request.
37

  Monks later speculated, in a tongue-in-cheek 

manner, that this meeting probably cost Noble a $1-million donation.
38

  Noble’s expensive 

meeting on May 7, 1982, at 11:47 a.m., lasted all of ten minutes in the Oval Office with Reagan 

and Meese – with no press.  Instructions to the president were to “welcome Ed Noble and sit for 
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the 10 minute discussion and photographs.”  Meese, approving the salaries, responded to Noble’s 

request on May 13, writing curtly, succinctly, and formally: 

The President has asked me to advise you that he has determined that he will take 

no action to prevent the adoption of the salaries authorized by your Board in its 

resolution of March 26, 1982.  The resolution authorizes a salary of $135,000 for 

the President of the Corporation, and a salary of $108,000 for the Vice President 

of Engineering and Technology. 

 

It is understood that these are the only salaries that will exceed Level I of the 

Executive Schedule . . . .
39

 

 

Meese implied, but Noble was unable to comprehend, “And don’t come back!” 

During the first several months of his leadership, Noble formed a Synthetic Fuels Study 

Panel consisting of “ten outstanding experts” – five selected from scientific and technical 

disciplines and five from economics or financial areas.
40

 An additional participant was the 

rapporteur.  No panel member was affiliated with the SFC.  The panel was encouraged to offer an 

independent outside perspective on economic and technical issues as part of broad input to the 

SFC’s planning and development efforts.
41

  Due to a division of opinion, two reports were issued:  

one by the majority (all engineer/technical types) and the second, the minority report, issued by 

all four economists.  The majority report recommended the SFC continue to provide financial 

support for the development of synthetic fuels, despite the fact that industry appeared to be 

abandoning it.  National security concerns, the majority wrote, were sufficient reason for 

continuing the SFC.
42
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The four economists stressed deregulating natural gas and abolishing the windfall profits 

tax on crude oil.  If private industry only would invest in synthetic fuels with government 

assistance, their reasoning went that this would be a clear signal that the idea of diverting 

resources into synfuels was inefficient and those financial resources of private industry would be 

more efficiently utilized in industries not seeking government assistance – let the free market 

work.  Diverting capital into the synfuels industry, when private investors were not able to make 

sufficient rates of return without government incentives, was inefficient and costly to the growth 

of the United States.
43

  Fully one-third of the study group concluded that “the desirability of a 

Synthetic Fuels Corporation can be seriously questioned.”
44

 

The split within the advisory panel reflected the split in Congress over the synfuels 

debate, and this grew increasingly tense with the termination by Exxon of the Colony Oil Shale 

Project.  The division in the study group produced increased efforts to abolish or reduce the 

funding of the SFC.  Rep. Tom Corcoran (R-IL) said that many see the Colony experience as 

proving that “Exxon’s interests are not necessarily consistent with the American public’s interests 

and that the government must therefore shoulder the burden of building a synthetic fuels 

industry.”  Corcoran made an attempt to divert, without success, synfuels funding into housing, 

and he ended by observing, consistent with the Reagan administration’s thinking, that “if 

synthetic fuels are too risky for Exxon, they are too risky for the American taxpayer.”
45

   Several 

years later, one of the panel members noted it was obvious the SFC had no use for either of the 

recommendations.
46

  It is unclear why Noble decided to undertake this unless it was to 
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demonstrate to the White House that he was doing something, even though he did not like the 

publicity or recommendations. 

 By the end of 1982, the SFC had a full board of seven members:  Edward Noble, Victor 

Schroeder, Victor Thompson, Robert Monks, John Carter, Howard Wilkins, and Milton Masson.  

Two years later, in 1984, the Synfuels Corporation had lost five of them:  Monks, Wilkins, 

Masson, and Carter resigned voluntarily, while Thompson was forced out.  Monks had been 

described as a “controversial” board member who clashed repeatedly, as did Carter and Wilkins, 

and with Noble over the way the SFC was being run.  Monks, as well as Wilkins and Carter, 

wanted more action and less talk, in the mold of a Rockefeller Republican.
47

  Monks had outlined 

his view of the function of the SFC in his December 1982 speech at the Brookings Institution. 

The Reagan-appointed directors . . . do not believe that it’s appropriate for a 

central financing authority to set specific criteria be it resource base, process-

technology . . . .  We believe that each and all of these are more properly 

determined by the private market.  We believe the appropriate function of the 

SFC is to use its statutory flexibility to provide “financial assistance,” to increase 

return on investment in synthetic fuel projects so as to compete successfully with 

other investment opportunities for energy companies who would be logical 

sponsors. . . . 

 

The SFC represents a rather unique way of trying to insist that the public interest 

be interpolated into the dynamism of the private sector.
48

 

 

Monks stressed that the corporation was designed to perform a simple function and not constitute 

part of the permanent federal apparatus.  That function was to use the strength of the private 

sector and its capacity to achieve results according to the criteria of profitability as the most 

effective means of achieving a national objective.  The corporation was an “experiment in mixing 

the public and private sectors in a country that has traditionally wallowed in their being 
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adversaries – and may no longer continue to do so.”  The SFC was to use the “great power of 

business to advance the public good.”
49

  Noble was unable to comprehend this idea.  He was 

always waiting, as it were, for Godot. 

The White House eventually did nominate three new directors:  Eric Reichl, engineering 

consultant and former president of Conoco Coal Development Company, on April 18, 1984, and 

then former Rep. Thomas Corcoran (R-IL) and Paul MacAvoy, dean of the Graduate School of 

Management at the University of Rochester, six months later on October 10.  The president made 

recess appointments of these directors on Wednesday, November 28, and they were sworn in on 

Thursday, December 13, 1984.   Senate confirmation hearings were held on Friday, May 3, 1985, 

and the three new board members were confirmed on Thursday, June 13, 1985.  Now the 

corporation was back in business with a quorum. 

The lack of a board quorum during Noble’s leadership was a demonstration of benign 

neglect on the part of the White House.  Schroeder resigned his position as chief operating officer 

on August 18, 1983 (effective August 26), but remained on the board.  The voluntary resignation 

of Monks became effective January 6, 1984, and Wilkins announced his intention to resign on 

February 2, 1984.  Masson’s resignation became effective February 17, 1984.  Board member 

Thompson’s forced board resignation occurred April 27, 1984, the day after Thompson resigned 

as SFC president.  With that exit, the board lost its quorum.  Then John Carter left voluntarily on 

May 16, 1984.  The White House delay in nominating new board members to be confirmed by 

the Senate only added to the perception of the SFC as a nonentity, verifying the White House did 

not consider the SFC a priority. 
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 The corporation’s senior officer ranks suffered high turnover, as well.  During the SFC’s 

six-year existence, eighteen officers resigned.  With such elevated attrition levels on both the 

board and officer levels, continuity of leadership and direction presented a severe challenge.  

Additionally, corporations seeking business with the SFC found that ability constrained, as there 

was no continuity in the rules and guidelines. 

 While this shuffleboard transpired, President Reagan began the slow process of 

dismantling the corporation with an announcement Monday, May 14, 1984, of proposed 

legislation to reduce SFC funding by $9.5 billion.
50

  Reagan wanted the remaining undesignated 

funds of $4.6 billion to be limited to those projects whose products would not cost significantly 

more than the market price of competing fuels.  In his transmittal of this legislation to Congress, 

Reagan argued that the energy markets had changed substantially for the better since 1980, with 

imports declining 33 percent and prices declining more than 25 percent, the Strategic Petroleum 

Reserve holding stable at almost 400 million barrels, and energy conservation efforts of the 

American people far exceeding expectations.  As a consequence of these major changes, 

presumptions on which the SFC had been created were now at variance with marketplace 

realities.  Developing a commercial synthetic fuels industry at the pace envisioned by the ESA 

would require enormous direct budget outlays that would not be offset by any economic benefits.  

In short, the deficit would increase substantially.
51

 

Public and congressional perceptions of the SFC were not enhanced when Sen. William 

Proxmire (D-WI) bestowed his “Golden Fleece Award” on the corporation in April 1982.  In 
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announcing the dubious honor, Proxmire stated that it was for spending over $44,000 on a study 

that recommended increasing top salaries to as much as $190,000.
52

 

 During Noble’s SFC leadership, the Long Island newspaper Newsday published a seven-

part series titled “Synfuels:  The Fading Promise.”  These articles, appearing from November 28 

through December 5, 1983, were written after exhaustive research by investigative journalists 

Brian Donovan, Bob Porterfield, and Joseph Demma.
53

  Each of these reporters indicated in 

phone interviews with the author having received very favorable feedback as a result the series, 

with several comments that the Newsday report was the nail in the coffin for the SFC.
54

 

 Due to overwhelming interest in the articles, Newsday published a special report 

reprinting the series.  The newspaper had become interested in the SFC after reading about a 

synthetic fuel program seeking financial assistance from the corporation – the First Colony 

Project proposing to convert peat from the North Carolina coast into methanol, a gasoline 

additive.
55

  One of the investors in this endeavor was William J. Casey, director of the Central 

Intelligence Agency (CIA) and a resident of Long Island, New York.  His involvement piqued the 

interest of the three journalists, as all indications were that the project had a high risk of failure 

and would contribute little, if anything, to the nation’s energy security.
56

  SFC staff had opined 

that this venture was economically “unpromising” and would not add to America’s energy 

capability.
57

  This peat-to-methanol project had sought $465 million in subsidies.  Rep. John 

Dingell (D-MI) became so provoked by the First Colony Project and its SFC request that on 
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January 13, 1983, he wrote the US General Accounting Office requesting an assessment of the 

First Colony situation.
58

 

 The GAO report, issued in November 1983, did not provide a positive review of the First 

Colony Project, nor of the processes the SFC staff had used to evaluate the proposal.  The board 

had initially rejected the project.  At that time, SFC staff had concluded, “Commercial experience 

with peat resources would not . . . appear to add significantly to the nation’s capability to expand 

synthetic fuels production rapidly or at a large scale in the future.”
59

  The staff position did not 

change with the later application, which the sponsors resubmitted in June 1982.  This application 

had better success as it progressed through staff analyses.  One SFC planning officer reported “he 

was told to ‘water down’ negative reports on peat [and] to put peat in a more favorable light.”
60

  

Nevertheless, the GAO found several issues of concern, from the question of Noble’s authority to 

sign a letter of intent without the proper authorization to the contradictory internal reports by the 

SFC and the identity of project sponsors.  Specifically the GAO report stated, “This project has 

had considerable publicity because the Energy Transition Corporation [one of the partners in the 

Peat Methanol Associates partnership] is owned by four former officials of the Ford 

administration 

and one current official of the Reagan administration.”
61

 

After the initial findings of the Newsday assignment, the newspaper’s editors approved a 

much broader and more in-depth investigation by the three reporters.  Donovan, Demma, and 
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Porterfield worked for over nine months, spending weeks in DC, visiting six states, analyzing 

thousands of documents, and interviewing scores of experts.
62

  The Newsday report presented a 

scathing assessment of the synthetic fuels effort undertaken by the SFC.  Their conclusion was 

that despite good intentions, this federal program was troubled by financial and environmental 

problems, conflicts of interest, and the prospect of enormous expenditures of taxpayer dollars for 

questionable – if any – returns.
63

 

   The best intentions of Congress to demonstrate to the American people that their leaders 

were doing something to address the energy crisis came unglued.  Investigators argued that the 

corporation lacked strong leadership and a vision of how to achieve the ESA’s mandated 

production goals.  The Synthetic Fuels Corporation became entangled in allegations of 

mismanagement and self-dealing among some of its officials. 

Three outside directors (John Carter, Howard Wilkins, and Robert Monks) became de 

facto leaders of the non-management board members.  They considered the SFC and their SFC 

board positions important and believed speed was critical to develop this industry for the nation’s 

benefit.  In nomination hearings before the Senate Energy and Natural Resources Committee, 

each nominee had strongly supported the SFC purpose and goals.  Carter testified that synthetic 

fuels “must play an important role” in the country’s future energy supply.
64

  Wilkins described 

the SFC as “a remarkable special purpose, limited function entity.”   The challenge was 

“enormous” but achievable.
65

  Monks similarly praised the legislation, stating that ESA 

establishment of the SFC was “exquisitely crafted,” providing for flexibility in implementation to 
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carry out congressional objectives for the board and executive officers.  Monks believed that a 

successful synthetic fuels industry was essential to the economic success and national security of 

the United States.
66

  Sen. Henry Jackson (D-WA) told the nominees, “You have a terrible 

responsibility.  You may be more important than the Federal Reserve.”  Wilkins added that the 

nominees were “anxious to get cracking and start moving” as soon as possible.
67

  Urgency was 

the operative word again, after a bungled start. 

Carter, Wilkins, and Monks were the most active outside directors, with Monks having an 

office at the SFC.  They agreed on the importance of the corporation and believed in its mission.  

Unfortunately, they had also concluded the SFC was being run as a “family business.”
68

  

Schroeder and Noble were friends and had been real-estate partners in Atlanta.  Additionally, 

Schroeder had married Noble’s secretary of twenty-six years, Kathryne, who also worked for the 

SFC.  And Noble had hired several more of his Atlanta employees at the Synthetic Fuels 

Corporation, with Charles Cowan, a senior officer of the SFC, being one of them. 

Sparks began to fly several days before Sen. William Cohen’s (R-ME) July 1983 

committee hearings.  On July 19, columnist Jack Anderson of the Washington Post wrote an 

article listing the stock holdings of Monks and his wife, and suggesting that Monks might have 

several conflict-of-interest issues with companies presenting proposals to the SFC.
69

  As if this 

accusation by inference were not enough, an extensive front-page article appeared in the Energy 

Daily of July 18, 1983.  The large-type headline read: “Fight For Power In Boardroom At The 

Synthetic Fuels Corp.”
70

  The author of this piece, Kennedy Maize, provided readers with a 
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gripping drama about control within the SFC.  “A bitter boardroom power struggle rages,” Maize 

wrote.  Monks was described as a timid “rich-and-preppy Maine Republican” afraid to confront 

Schroeder.  One SFC staffer opined:  “Monks doesn’t have the guts to try a frontal assault on 

Schroeder.”  Despite the ties of Monks with Vice President George H. W. Bush and the 

Republican connections of Wilkins, Noble “has the ear of the White House, which is the real 

locus of power.”
71

  Maize did not leave matters there.  He opined that Monks wanted Schroeder’s 

job, but that Monks backed off when he realized his opportunity had lapsed.  Monks then turned 

to backing Wilkins, but once again discovered that support was lacking among board members.  

Allegedly, Monks had wanted to be appointed secretary of Energy following Reagan’s election, 

but the White House torpedoed that idea.  Being ignored by Noble and Schroeder, Maize writes, 

Monks turned to his mentor, Senator Cohen.  Maize’s tone was as if Monks were a child running 

to his mother for help.  Maize viciously attacked Monks in the article.
72

  In summation, there was 

too much infighting and back-stabbing. 

The congressional hearing that became the tipping point for the corporation took place on 

July 27 and 29, 1983, in Sen. William S. Cohen’s (R-ME) Governmental Affairs Subcommittee 

on Oversight of Government Management.
73

  Cohen had recommended his Maine friend Monks 

for the SFC board.  Monks had urged Cohen to hold a public hearing on recent SFC activities.  

Cohen believed that the development of a domestic synthetic fuels industry must remain a top 

national priority.  Disturbing questions had been raised about the SFC, however, ranging from 

allegations of extravagance and vote-trading to a polarized and paralyzed board of directors, 

unable to carry out statutory responsibilities.  Bayrer has described the Cohen hearings, as 
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orchestrated by the senator, as “a major event that proved to be a body blow to the corporation.”  

The “enemies” of the SFC blew these out of proportion.  The entire hearings, Bayrer writes, were 

a “self-absorbed power play by Monks, who after harming the SFC moved on to other 

endeavors.”
74

 

Cohen voted “yea” in June 1980 for passage of the ESA.  Since creation of the SFC, he 

had watched keenly its activities and discussed its problems with several of his Senate colleagues.  

In preliminary remarks at his hearing, Cohen reiterated his belief that the development of a viable 

synthetic fuels industry should remain a top national priority.  Congress had given enormous 

latitude and freed the SFC from the standard ties that typically bound federal agencies.  In 

essence, Congress had gambled that the SFC board would be “competent, bold, decisive, and 

efficient, and could be trusted to invest billions of [taxpayer] dollars wisely in synfuels projects” 

that would help the United States become energy self-sufficient and no longer subject to the 

whims of Middle East leaders and OPEC.  But, Congress never intended for the corporation to be 

“immune from public scrutiny and accountability.”  In fact, “vigorous” congressional oversight 

was all the more essential because normal statutory safeguards and guidelines were lacking.  The 

hearings examined how well the SFC met the test of congressional confidence and whether or not 

the high level of expectations had been successfully met.  The primary focus was on operation of 

the SFC board and on the economy and efficiency of the corporation’s administrative 

procedures.
75
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Within ten minutes after the hearing began, Jim Bowden, a senior SFC officer who was 

also present, noticed that Noble and Schroeder became visibly agitated and very anxious.
76

  

Cohen expressed concern about SFC senior officers, with Noble, Victor Schroeder, Kathryne 

Schroeder, and Cowan all having worked with Noble earlier in Atlanta.  The transition team 

report to President-elect Reagan had recommended immediate SFC termination as soon as 

Reagan took office.  Noble testified in the congressional hearing that he had written the report, 

but stated he had changed his opinion regarding the SFC.  Noble never offered an adequate 

explanation for his abrupt turnabout, now wanting to keep the corporation going.  He believed 

strongly in private-sector initiatives, while at the same time advocating the use of federal 

assistance to develop the domestic synthetic fuels industry.  He did not favor providing assistance 

for the development of synthetic natural gas; rather, he thought the nation had a severe shortage 

in domestic production of crude oil.  Cohen did take Noble and other SFC officers to task about 

their slow pace in making federal financial assistance available to develop the industry.  In 

response, they offered to the committee excuses and obfuscations, but no substantive 

explanations. 

SFC leaders knew going into this hearing that it was going to be contentious.  In 

preparation for a grilling, the SFC held “extensive rehearsals” and “mock hearings.”  An 

unidentified corporation staff member played the role of Chairman Cohen.  Briefing books were 

compiled as well.  As a further precaution, the SFC purchased five copies of Cohen’s recent 

book, Roll Call:  One Year in the United States Senate, to read as groundwork for the hearing.
77
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One senator commented to SFC officers present at the hearing that they (SFC personnel) had 

displayed “an usually high level of paranoia.”
78

   

The staff had also been directed to monitor major newspapers in Maine for any comments 

Cohen might make about the SFC, as well as any pertinent articles.  As matters developed, an 

extensive front-page article, in large type, did appear in the weekend issue of the Bangor Daily 

News on July 23-24, 1983, titled “Monks, Cohen allied in synfuels power struggle.”
79

  Noble and 

his supporters, in preparing for what would turn out to be an acrimonious hearing, took the 

offensive against Monks.  By suspicious coincidence, several days before Cohen’s hearing, Jack 

Anderson published his column detailing the stock holdings of Monks and his wife.  A few days 

later, an industry publication, Energy Daily, reported that Monks had lost out in a power struggle 

with Noble.  As a result, Monks had turned to his political friend and mentor, Senator Cohen, to 

mount a counterattack.
80

  In the Bangor Daily News story, Day, the writer, cites the Energy Daily 

article as stating there existed a “bitter boardroom power struggle” between Monks, Wilkins, and 

Carter on one side and Noble and Victor Schroeder, president of the SFC, on the other.  The main 

issue sparking the acerbic atmosphere centered on the competency of Victor Schroeder as 

president.
81

  The Energy Daily article’s feisty tone added fuel to an already volatile situation, 

quoting Monks describing Schroeder as a “failure.”  For over three years, the fledgling SFC had 

floundered, taking no material steps to develop a domestic synthetic fuels industry, according to 

what Monks stated.
82
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What convinced Cohen to hold hearings were allegations that Schroeder had offered his 

help in providing a business introduction for another SFC board member in return for that board 

member’s favorable vote on Schroeder’s reorganization plan for the Synthetic Fuels Corporation.  

Milton Masson had sought Schroeder’s assistance in obtaining personal consulting contracts with 

a subsidiary of Mobil Oil Company.  In return, Masson stated that he would vote in favor of 

Schroeder’s reorganization plan.  This conversation took place late one evening in a New York 

City hotel room prior to an SFC board meeting.  Present were Schroeder, Masson, and Donald 

Thibeau, executive assistant to the SFC chair., who testified about the conversation.  At the 

Cohen hearing, Thibeau appeared in accordance with a subpoena, delivered to him by then staff 

director Susan Collins.  Today, in 2013, she is a US senator from Maine.  Thibeau indicated he 

wanted to be subpoenaed due to the nature of his testimony implicating Schroeder in the vote-

trading scheme.  Thibeau stated in an interview with the author that he stands by his testimony 

today and would not change anything about it.
83

 

Monks, Carter, and Wilkins had been having issues with Schroeder for quite some time.  

When this suspected vote trading came to their attention, however, they decided they must act.  In 

April 1983, they wrote a letter to Noble, as SFC chair and chief executive officer, expressing their 

concerns over the leadership and integrity of Schroeder as the corporation’s preside.  The three 

board members observed that Schroeder had taken a long series of unprofessional, incompetent, 

and possibly illegal actions during his time as president.
84

  The unsigned letter hand-delivered to 

Noble by two of the writers bore their respective initials at the end:   “Respectfully Submitted, 

JBC, HW, RAGM.”
85
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During the hearing, Cohen focused on this letter, querying Noble and Schroeder about it.  

Both provided evasive responses on the grounds that the letter was not signed – or, as Schroeder 

replied, it was just a blank piece of paper with some typing on it.
86

  Noble’s reaction was that this 

unsigned but initialed letter hand-delivered to him by two of the initializers “offended” him, or 

more accurately, insulted him.
87

  Noble ignored the letter and its recommendation – the 

immediate termination of Schroeder as SFC president.  He did not give a copy to Schroeder.  

Noble and Schroeder stonewalled Cohen’s committee. 

 Cohen and the committee also exhibited significant interest in the testimony and report of 

Robert E. Coughlan of Santa Fe, New Mexico.  In December 1982, Schroeder had engaged 

Coughlan’s consulting services to analyze the “formal and informal operating procedures and 

associated communication practices relating to interactions between and among the President and 

Chairman and other members of the Board of Directors of the Corporation.”
88

  Coughlan 

interviewed all the directors as well as several officers and senior assistants to Noble.  Why 

Schroeder had to go to Santa Fe to engage a consultant is not evident.  Following his report, 

Coughlan went to work for the Energy and Minerals Department of the State of New Mexico.
89

 

 While Coughlan found a unity of purpose among the directors in attaining corporation 

objectives, he also uncovered a “serious communications void at the Board level, particularly 

between the outside and inside Directors.”
90

  For an organization of SFC’s size and scope, several 

board members strongly felt that the corporation did not have a specific operational plan setting 

forth goals, creating timetables, and assigning responsibility.  The report did provide three 

recommendations, based on Coughlan’s interviews and research: 
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1. A special informal meeting of the board of directors be convened before the January 1983 

board meeting to address management and communication concerns, with specific 

attention paid to development of corporate goals and milestones, a specific outline for the 

development of the mandated comprehensive strategy, assignment of board 

responsibilities, and, most important of all, “a frank, in-depth, and unstructured exchange 

[concerning board and] management matters.”
91

 

2. A secretariat to be installed within the chair’s office to be the hub and focal point for all 

official communications leaving or entering the SFC.
92

 

3. A communications task force be created for ninety days to address the communications 

improvements that are so “urgently needed.”
93

 

 

The SFC implemented only the second proposal, for a secretariat. This position was not 

placed in the chair’s office, however, but rather in the president’s – Schroeder’s.  With respect to 

the first suggestion, Coughlan, due to concerns about violating the Sunshine Act, provided 

Schroeder with an alternate recommendation centering on the creation of several ad hoc board 

committees – Executive, Policy, and Planning.  Neither Schroeder nor the board undertook any 

action.  Coughlan had stressed to the board, via Schroeder, the importance of establishing “the 

resoluteness of purpose and certainty of approach of the Corporation” to eliminate or at least 

mitigate industry doubts about the SFC’s commitment to large-scale synthetic fuels projects.
94

  

Coughlan believed in the necessity of the synthetic fuels option for the nation’s benefit and the 

importance of the SFC.  During his testimony, Coughlan stressed the importance of a 

“management audit.”
95

 

 When asked what recommendations or suggestions he would offer to improve the 

Synthetic Fuels Corporation, Coughlan replied that since he, as an outsider, had not achieved any 

real success, he would ask the Office of the SFC Inspector General (IG) to look at the 
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management, planning, scheduling, and policy development of the Synthetic Fuels Corporation.
96

  

The IG, nominated by the president and confirmed by the Senate for a term of seven years, 

reported to the board of directors and Congress.  Held in high regard by the committee, the IG 

had the authority to undertake such an assignment without threat of retribution.  The IG could be 

removed from office only by the president of the United States and then only for neglect of duty 

or malfeasance in office.
97

 

 SFC Inspector General S. Kenric Lessey was called to testify, as well as Deputy Inspector 

General Robert Gambino and two more IG staff members.  Cohen and other subcommittee 

members wanted information on “Project Indigo,” plus an internal SFC audit of travel and 

relocation costs and employee expense accounts.  Project Indigo was the name assigned to a 

survey undertaken by the IG’s office to “determine industry’s perceptions of the Corporation’s 

activities.”  The objective was “to identify the strengths and weaknesses in the methods and 

procedures utilized by the SFC to conduct its business.”
98

  The survey covered the period from 

December 1980 through December 1982. 

During these twenty-four months, the corporation experienced insufferable growing 

pains.  First, the Carter-nominated board was not confirmed by the Senate, but instead given 

recess appointments by Carter.  Then Ronald Reagan was elected president, and immediately 

dismissed the recess-appointed board.  Next, the general counsel became acting chair, igniting 

consternation on Capitol Hill.  Reagan did not nominate a new chair or other board members until 

well into his first year of office.  Finally, Reagan did not declare the SFC operational until 

February 9, 1982.  Turmoil in the senior management ranks bordered on the absurd, resulting in 

lack of continuity.  The same was true of the board.    The staff stayed in place, with very modest 
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changes.  These employees worked long hours to get the corporation up and running, but lacked 

an overall sense of purpose or direction from senior management and the board.  Most, if not all 

of the individuals who signed on to work for the SFC during this early era came with a dedication 

to assist in meeting the statutory and mandated goals established by the ESA.  They wanted to 

help their country achieve a reduced dependence on imported crude oil from foreign sources.  

Slowly their dreams were quashed by bungling senior management and an even more inept 

Congress.  As Senator Cohen succinctly stated: 

On the one hand you had the administration that was, let’s say, lukewarm at best 

about synthetic fuels.  You had a director of OMB [Stockman] who is quite vocal 

in opposition to it.  You had the Chairman [of the SFC] who was on record, at 

least quoted in the papers that I read, as saying he recommended [abolishment] of 

the Corporation, the man who was put in charge of it.
99

  

 

Bluntly, the first twenty-four months of the SFC’s existence were marked by utter chaos 

and confusion:  no regular communications, no consistent policies, and no dependable direction.  

The SFC was an entity in search of both a leader and a mission. 

The Project Indigo Report did not position the corporation in a favorable light, noting 

“almost complete agreement among the respondents that the decision-making process at the SFC 

was too slow.”  It stated the corporation had “inordinate difficulty in making decisions,” and 

those that had been made were done at a glacial pace.
100

  When Congress authorized the SFC, the 

operative word of the day was “speed.”  Congress knew that to do what Carter demanded and 

what the American people needed, the nation’s domestic synthetic fuels effort had to be 

accomplished outside normal snail’s-paced government procedures.  The Department of Energy 

was to be avoided at all costs. 
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 This complaint about procrastination was not new to corporation officers.  Sen. James 

McClure (R-ID), head of the Senate Committee on Appropriations, had written a scathing report 

specifically addressing SFC delays in which he asserted that “greater progress can be made” in 

awarding financial assistance.  “Slow progress” by the Synthetic Fuels Corporation had resulted 

in many projects being withdrawn, McClure noted, as well as project sponsors dropping out.  The 

report commented as well on the “inadequate communication” of SFC staff to the SFC board of 

directors.
101

  Outside directors of the SFC were concerned about their personal liability if it could 

be determined that they took actions without due diligence, or with improper or inadequate 

information from staff. 

 The Indigo report also provided comments on the SFC staff components – including the 

Projects Office, Office of Technology and Engineering, Office of Finance, Office of the General 

Counsel, and Communications – with observations on data required from project sponsors and 

negotiations.  The overall tone of these remarks was a lack of leadership, unnecessary delays, no 

clear lines of responsibility and accountability, overly burdensome requests, inability to reach a 

decision within a reasonable time span, virtually no communication with industry, and no skilled 

and talented “deal makers” at the SFC.  What became apparent in the Indigo Report was the 

perception by several board members that the corporation was operating without a specific plan 

that would set forth goals with timetables.
102

 

Cohen’s committee commenced an inquisition into Schroeder’s business expenses and 

salary at the corporation, inquiring about these issues specifically during the July 1983 hearing.  

SFC president Victor Schroeder had seen his SFC pay increase from $69,000 to $135,000 per 
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year.  Kathryne Schroeder, Victor Schroeder’s wife, had been hired at $32,000.  In the process of 

moving to Washington, Schroeder had undertaken a complex financial maneuver that resulted in 

the SFC paying $19,500 of Schroeder’s $305,000 Washington home purchase price as a moving 

expense, while at the same time compensating Schroeder $1,500 per month because his Atlanta 

home remained unsold.
103

  The SFC had reimbursed Schroeder for the real-estate broker’s 

commission paid by Schroeder.  Having the purchaser of a house rather than the seller pay the 

real-estate agent’s commission was an unusual occurrence, or as Cohen stated, “Almost rare.”
104

  

There were other rather odd expenses surrounding Schroeder’s DC house purchase that came to 

light at the hearing.  One in particular had to do with a payment to Schroeder of more than $4,500 

to cover the mortgage-interest differential between his DC house and his Atlanta home that 

remained unsold.  Several of Schroeder’s actions generated a substantial amount of mistrust on 

the part of the committee. 

 The primary issue the committee wanted to explore was that 1983 nocturnal conversation 

at the New York Hilton beginning late on Wednesday, March 23, and ending early Thursday.  

Schroeder and Masson had met in a room in the hotel reserved by the SFC, with Thibeau also 

present.  What transpired remains the subject of debate.  The allegation was that Masson agreed 

to vote for Schroeder’s proposed SFC reorganization plan (amend the by-laws and establish a 

new position of vice president for the corporation) as well as reconsider a project in which 

Schroeder was interested at the upcoming board meeting.  In return, Schroeder allegedly agreed 

to contact a business associate at the Mobil Land Development Corporation to provide an 

introduction for Masson in hopes of providing business to Masson.
105
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In his testimony, Thibeau stated that Schroeder and Masson came to an “understanding” 

by which Masson would vote in favor of Schroeder’s reorganization proposal at the board 

meeting, and in return Schroeder would make phone calls on behalf of Masson.  Thibeau stated 

that “anyone in the room would have come to [that] conclusion.”  In addition, Thibeau had 

offered to take a polygraph test to substantiate his version of what had transpired.
106

  Thibeau 

reported this hotel-room exchange to his boss, SFC chair Ed Noble, due to Thibeau’s concern 

about the possibility of “vote trading.”  In his testimony, board member Howard Wilkins testified 

that he considered the private Hilton discussion “an irregular activity in a public corporation.”  

Wilkins continued by observing that Schroeder rarely consulted other board members about 

policy and that Wilkins felt the SFC was being “run as a family corporation with one 

stockholder,” which was surely not the intent of either Congress or the ESA.  In addition to 

Kathryne Schroeder working for Noble as a high-priced assistant, Victor Schroeder had bypassed 

requirements for competitive bidding for contracts.   Investigators for the Senate Governmental 

Affairs Subcommittee found that Schroeder had awarded fifty-one consulting contracts without 

competitive bidding, with some of them going to his former business associates.  Eugene Rawls 

received $103,000 to redecorate the SFC offices.  John Carbonell got $21,000 for a six-page 

communications study.  Both Rawls and Carbonell were from Atlanta.
107

 

In September 1983, Cohen’s subcommittee issued a sixty-two page report on the July 

hearings and investigation.  Allegations that the SFC was deficient in promoting effective 

management of federal programs, high ethical standards among government officials, economical 

procurement of goods and services, and prudent spending of tax dollars had a basis in fact and 

were impeding the SFC’s ability to fulfill its statutory mandate.  The subcommittee reported that 
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the corporation had a “troubled past, marked by management failures, a lack of planning and slow 

decision making.”  However, the subcommittee endorsed the continuation of the Synthetic Fuels 

Corporation based not on its past performance, but on its progress [the resignation of Victor 

Schroeder as president] and promise.  The last sentence of the report stated:  “The Subcommittee 

urges the Corporation to move boldly forward.”
108

  The board, at Noble’s recommendation, 

elected Schroeder president.  Schroeder had worked in Atlanta for Noble and was noble’s friend.   

 At the end of the two-day Cohen Senate subcommittee hearings, Schroeder came under 

enormous public pressure to resign his SFC positions.  On Thursday, August 18, 1983, Schroeder 

left as the $135,000-per-year SFC president, effective the following Friday, August 26.  He 

remained as a director.  Swiftly responding to this development, Cohen commented that 

Schroeder’s decision “reflects [Schroeder’s] concern for the best interest of the corporation.”  The 

Senate hearings demonstrated that the board was “so polarized that it was in danger of becoming 

paralyzed and that Mr. Schroeder no longer enjoyed the confidence of three of the board members 

[Howard Wilkins, John Carter, and Bob Monks].”
109

 

 Following Schroeder’s departure, Noble commenced a search for a new president.  The 

SFC engaged the services of a New York consulting firm to conduct a nationwide talent search, 

while also naming a four-member search committee.  The corporation paid $41,667 to the 

consulting firm for its services.  The only candidate offered the position, an oil industry 

executive, turned the board down.  After this rejection, Noble decided to extend the job to fellow 

board member and friend Victor M. Thompson (a Democrat) at an annual salary of $135,000, 

giving Thompson the distinction of being the highest-paid federal official after President Reagan, 
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whose salary was $200,000 per annum.  Thompson assumed this office on Thursday, March 1, 

1984.  Simultaneously, the Securities and Exchange Commission (SEC) charged that the bank 

formerly headed by Thompson, Utica Bankshares Corporation of Tulsa, Oklahoma, violated 

federal securities laws in 1982 by overstating its profits.
110

   

 In April, Thompson disclosed to the SFC board, which was unaware of the SEC probe, 

his failure to report a stock action to either the board or the SFC’s ethics officer.  Thompson had 

attempted to sell his Utica Bank stock in the fall of 1982 to a “wealthy Texan oilman” seeking 

millions of dollars in financial assistance from the corporation for a tar sands project.  Thompson 

resigned as president on Thursday April 26, 1984, and from the board on Friday April 27, 1984, 

having been president for 56 days and on the board for 960 days.
111

  Thompson’s resignation as a 

director left the board lacking a quorum and therefore unable to conduct any business. 

 Thompson’s issues did not escape the attention of Congress, especially Rep. John Dingell 

(D-MI).  In a hearing on April 3, 1984, before Dingell’s House Subcommittee on Oversight and 

Investigations, Thompson endured more than two hours of combative questioning.
112

  Dingell 

attacked Thompson, telling him to his face in front of committee members and the public:  

. . . you should retire from your present position, both as a member of the Board 

and as the Chief Officer of [the] Corporation at your earliest convenience, . . .  

 

. . . your performance this morning, your answers to the questions, your 

impeccably bad memory, bring me irretrievably to the firm conclusion that you 

are either incompetent to serve in this capacity or you are ethically unsuited to 

perform the responsibilities. 

 

                                                           
110

 Michael Isikoff and James Rowe, “Violations Cited at Bank of New Synfuels Chief,” Washington Post, 

March 1, 1984, A1, A31. 
111

 Michael Isikoff, “Chief of U.S. Synfuels Corp. Resigns,” Washington Post, April 27, 1984, A1, A27. 
112

 Michael Isikoff, “Dingell Says Synfuels Chief Should Quit,” Washington Post, April 4, 1984, F1, F4.  

Synthetic Fuels Corporation, Hearings Before the Subcommittee on Oversight and Investigations of the 

Committee on Energy and Commerce, House of Representatives, April 3 and June 27, 1984, Serial 98-149. 



295 

 

. . . you are not the man that we want to run a corporation that disperses very 

large sums of money.  Certainly, I could never trust you to remember what you 

had done or why.  That in and of itself disqualifies you. 

 

. . . [federal] filings . . . done in such a cavalier fashion, with regard to matters 

which are required by law, indicates either a carelessness or a deliberate intention 

to deceive, under circumstances which I think that we can no longer sustain your 

presence there.
113

 

  

Attacks on Thompson did not end in the hearing room.  Dingell, during a break, publicly 

described Thompson as “too incompetent” and “too unethical” to retain his SFC post as president 

that he had held for one month and three days.  He had embarrassed his friends and the SFC.  

Thompson replied that he was “new to the ways of. Washington.”
114

  Nothing like a “baptism by 

fire.”  Dingell’s committee did not let up on Noble, accusing him of “paranoia” in spending 

$145,000 tax dollars on a security system for its Washington, DC headquarters, $4,680 for three 

“security sweeps” to check the SFC offices and a private home for electronic bugging devices, 

and a computerized telephone system which printed lists of every number, local and long-

distance, that SFC employees dial (explanations for this latter invasion of privacy were severely 

lacking and weak).  The paranoid factor was reflected by the staff of the committee when it wrote 

that there persisted an attitude on the part of board members, officers, and employees that “all 

Members of Congress and Federal bureaucrats are the enemy.”  The committee report stated that 

there appeared “to be a part of the SFC’s secrecy syndrome – the obsession for finding ways of 

keeping” information from the public.  This hearing was another “assault on Synfuels.”
115

 

Upon his resignation, Thompson refused to take responsibility and commented that it was 

ironic he had violated the SFC’s standards when he was required by the SEC to keep the SEC 
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probe confidential.
116

  Thompson addressed Dingell’s behavior in his resignation letter, writing, 

“After experiencing the event chaired by Congressman Dingell, it is abundantly clear why people 

are reluctant to give their time, knowledge and experience to foster a more efficient and stronger 

government.”  Thompson further commented he would not have taken the SFC presidency had he 

“remotely suspected” the scathing criticism and personal attacks that ultimately ensued.  He was 

disappointed that his fellow directors (Noble, Schroeder, and Carter) did not offer an ounce of 

support even though they knew that Thompson was “trustworthy and honest, possessing a strong 

sense of commitment and integrity.”
117

 

 Previously, Dingell had been angered in a January 1984 hearing when it became apparent 

that the corporation kept documents in “safe houses” to prevent them from being subpoenaed.  

This subject subsequently became a highly charged political issue.  Dingell and other Democrats 

accused the corporation of using the “safe houses” to hide material from Congress.  Such was not 

the case, but the Dingell faction twisted the facts to suit a purpose – to make the Reagan 

administration appear to be hiding something.  These houses were “designed to provide the SFC 

staff access to highly proprietary technical data, from which a project’s claims could be verified.  

These materials went far beyond what would be needed in the Corporation’s permanent files, and 

the project sponsors would have been very anxious if this material had to be released for all to 

see.”
118

  Former general counsel Jeffrey Lipkin recently commented that “leaving technology 

papers in a [safe house] was not a big deal and was consistent with industry and venture capital 

practice.”  It was Washington’s politicization of such issues as “safe houses” that prompted 
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Lipkin to leave DC.
119

  Normally, for government projects, this was not done and information 

could be requested by the Freedom of Information Act (FOIA).   

During Dingell’s subcommittee hearings on SFC activities, a staff member on the 

investigations subcommittee of Dingell’s House Energy and Commerce Committee was found 

dead unexpectedly in Baltimore Harbor on Thursday, May 3, 1984.  Thomas Dougherty, the 

deceased, had been the principal investigator in a staff inquiry into the plagued US Synthetic 

Fuels Corporation.  Dingell referred to Dougherty as an “extremely valuable” staff member of 

“excellent character and reputation.”  The suspicious nature of Dougherty’s death and his 

importance to the investigation of the SFC, prompted the Washington Post to assign investigative 

reporter Michael Isikoff, who had been following the corporation, to write the initial article about 

the death.  Subsequently, the medical examiner stated that the aide “probably drowned.”  

Dougherty had been the lead investigator in a House subcommittee probe of the SFC and its 

president, Victor Schroeder, who did resign shortly after the hearings.  At the time, there was no 

indication Dougherty’s passing was connected to his SFC investigation work.
120

  This unexpected 

and unexplained death caused consternation for Dingell and the SFC.  The circumstances of the 

staffer’s passing were strange.  At the next subcommittee hearing following the death, Dingell 

was less aggressive with Thompson than in a previous session and Dingell admonished the SFC 

general counsel to advise Thompson only of his constitutional rights.
121

 

A rumor also spread that the SFC had been shredding documents to keep them from 

Congress.  Subsequently, sources at the corporation confirmed that some documents had been 

shredded in December 1983, prior to early 1984 clashes with Congress.  The items being 
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shredded, according to the source, were part of routine housecleaning of so-called “SODA” 

papers, weekly summaries of daily staff activity prepared for senior executives and directors.
122

 

Shortly after Thompson’s resignation, the Washington Post published a scathing editorial 

stating that SFC affairs “had gone from bad to ludicrous.”  The sad state of the corporation was 

the responsibility of the White House and President Reagan, who had nominated the directors.  

The Post, however, remained in favor of the SFC by stating in the editorial, “But its purpose 

remains as valid today, and as relevant to national security, as it was five years ago [when it was 

established].”
123

 

Attacks on oil tankers in the Persian Gulf by Iran and Iraq during spring 1984 added to 

the growing unease in the United States about the possibility of another energy crisis.  The Post 

responded with a second SFC editorial on May 21, 1984.  The editors attacked the Reagan 

administration for asking Congress to revoke most of the funds previously extended to the 

corporation, referring to it with these words:  “That unfortunate and mismanaged enterprise is 

becoming the great symbol of the muddle and inconstancy of American energy nonpolicy.”  The 

editorial added:  “Synfuels Corporation has been so abused by poor appointments and poor 

judgment . . . that it is no longer capable of the job.”  The piece ended by calling synthetic-fuel 

subsidies production “a kind of insurance” against higher energy prices and Middle East 

vagaries.
124

 

The saga continued on Wednesday, May 16, 1984, with the abrupt resignation of board 

member John Carter.  The SFC already lacked a quorum and Carter’s resignation left the 
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corporation with only two of its seven directors still in office.
125

  Carter had become disenchanted 

with the SFC and the way it was being run.   

A few days prior to Carter’s departure, Noble announced he expected the Reagan 

administration would “save his troubled agency shortly by nominating four new members to fill 

vacancies on its board of directors.”
126

 

Unfortunately, no sense of urgency for the Synfuels Corporation existed at the White 

House. Reagan announced in April 1984 and in October 1984, three nominees to the SFC board – 

Reichl, Corcoran, and MacAvoy.  Reagan made recess appointments on Wednesday, November 

28, 1984. The Senate did not hold nomination hearings on these three until early May 1985.  On 

November 29, Noble held a press conference trying to do an end run around the White House to 

reassert his control over the embattled corporation.  Noble announced he was proposing Norman 

Callner, vice president of the synthetic fuels subsidiary of Houston Natural Gas Company, as an 

SFC board member – as well as Callner becoming the new president and chief operating officer 

of the corporation.  Noble also announced several other proposed senior-management changes.  

He approved a $675-per-day interim management-consulting contract for Callner until the newly 

reconstituted board could meet to approve Callner as president at $135,000 per annum.  At the 

press conference, Noble told reporters he had met with Callner and Schroeder as well as the three 

new board members, all of whom had been “very approving” of Callner being elected president 

and chief operating officer.  At the time, according to several government and industry officials, 

these moves by Noble were viewed as attempts to maintain control over the corporation before 

the reconstituted board met in full session.   
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New board member Tom Corcoran immediately put an end to Noble’s proposed action.
127

  

Following White House direction, Noble appointed Corcoran as SFC acting vice chairman in 

December 1984.  Corcoran was paid a presidential cabinet-level salary of $83,300 to be the 

liaison for Congress, state, and local governments, the news media, and the synfuels industry.
128

  

Previously, Corcoran was a Republican representative from Illinois, but had lost in a recent 

Senate primary to Sen. Charles Percy (R-IL).  Ironically, Corcoran had voted against the ESA.  

With the incoming Congress, he would soon be without a job.  The Reagan administration 

nominated Corcoran to the board to fulfill a political obligation to him by providing a salary.   

More importantly, Corcoran’s availability had come along at the right time for the White 

House.  The administration had concluded that Noble and his Atlanta “comrades” had 

significantly changed their attitudes toward the Synfuels Corporation – from shutting it down as 

soon as possible (the Noble-authored Transition Report) to expanding it aggressively.  Due to this 

concern, the White House, by way of David Stockman, approached Tom Corcoran to join the 

board and take the lead, through a full-time position, in shrinking the corporation as the 

administration wanted.  Reichl and MacAvoy were nominated to the board to bring significant 

and respected engineering expertise to the SFC (Reichl) and superb academic and management 

capability (MacAvoy).  Such skills had been lacking at the SFC for some time.
129

  

These trials and tribulations raised larger questions within the Reagan administration 

about the synfuels program itself.  Reagan, in May 1984, had submitted a proposal to Congress to 

rescind $9 billion from the SFC budget due to a dramatically improved energy outlook. 

As a consequence of these major changes, the presumptions that underlie 

the current synthetic fuels program have proven at variance with the realities of 
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the market place.  It is now apparent that developing a commercial synthetic fuels 

industry as envisioned by the Energy Security Act of 1980 would require 

enormous direct budget outlays that would not be offset by any economic 

benefits. 

Proceeding down the path set by current law would thus result in the 

inefficient use of billions of dollars.  It would greatly distort the market place for 

synthetic fuels, possibly creating an industry that would be permanently 

dependent on government subsidies, not the commercially-viable industry 

envisioned by Congress in 1980.
130

 

 

  Sen. Jim McClure (R-ID) was concerned about this statement and the impact on the SFC.  

Because the corporation was a favorite of McClure, he wrote Stockman asking for clarification.  

More importantly, however, McClure asked Stockman to provide the administration with a 

“Specifications for Synfuels Compromise” that had to be agreed to in order to undo the logjam on 

Reagan’s legislation and nominees being held hostage in McClure’s Committee on Energy and 

Natural Resources.  Stockman, replying to Sen. McClure, described the statement as having two 

fundamental objectives:  (1) to achieve major budget savings by curtailing SFC funds, and (2) to 

force congressional debate about the efficacy of the SFC versus free markets.  He agreed to the 

compromise.
131

  Reagan’s recess appointments on November 28 permitted the corporation to 

conduct business.  McClure held confirmation hearings on May 3, 1985, with Senate 

confirmation on June 13, 1985.   

With support remaining for the SFC in Congress, legislation passed rescinding only $5.37 

billion of the $9 billion requested.  The administration did support this, keeping the eventual 

elimination of the SFC in its sights.  Noble did not support any reduction in funding and, in fact, 

wrote notes of appreciation to those members of Congress who were able to limit the rescission 

amount.  He expressed his “personal thanks” for their support in reducing the amount to be cut – 
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not a good way to win friends at the White House.  Noble prepared a memorandum to Craig 

Fuller, assistant to the president for cabinet affairs, outlining Noble’s concerns about the proposed 

legislation and the reasons to maintain the SFC budget. Noble distributed this memo to members 

of Congress as well, attempting to build support for his position.
132

 

Budget Director Stockman had been an opponent from the start.  He had written a 

scathing piece titled “Why the Senseless Rush to Synfuels?” for the December 1979 Reader’s 

Digest.  Stockman argued that the federal government wanted to lock the nation into a program 

“with no clear goal and a hodgepodge of products and processes, only a few of which may prove 

practical.”  Worse still, he suggested, the choices would not be made by efficient market 

processes, but rather by bureaucrats.  These same “functionaries” may sincerely have believed 

they knew more about energy than the individuals actually involved in the energy industry, but 

Stockman didn’t think that was the case.  He concluded by saying that “the market must be 

allowed to decide when the time for full-scale synfuel production has arrived.  And that time has 

not come.”
133

  In his Senate confirmation hearing before the Committee on Governmental Affairs, 

Stockman reaffirmed his opposition to the Synfuels Corporation.  Once again, he advocated for 

the free market, with the government’s primary function limited to “support for research into the 

basic science questions essential for the development of synthetic fuels,” a need the private sector 

was unable to fulfill adequately in the nation’s “capital-constrained economy” due to very long 

lead-times in any payback on investment.
134

  

With almost daily turmoil inside the Synfuels Corporation, combined with a worldwide 

oil glut undermining the economics of synfuels plants and production, Congress had chopped 
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$5.37 billion from the SFC budget in October 1984.
135

  Despite the cuts, the SFC still had $8 

billion available for synthetic fuels projects.   Noble then moved forward with many of the large 

projects before the SFC.  But, Corcoran’s directive from the White House was to “reevaluate” the 

SFC’s existing program, with the eventual goal of significantly scaling back activities of the 

Synfuels Corporation.
136

  With Corcoran’s arrival, responsibility for SFC press conferences 

moved from Ralph Bayrer to Corcoran.  The end game was to have Congress eliminate all 

funding for the Synfuels Corporation, thereby putting the SFC out of its misery by killing it. 

On Friday, May 3, 1985, the Senate Committee on Energy and Natural Resources held a 

hearing on the nominations of Tom Corcoran, Eric Reichl, and Paul MacAvoy to the board of 

directors of the United States Synthetic Fuels Corporation.
137

  Prima facie evidence that the SFC 

was not a high priority, or even a concern, of the Reagan administration can be established by a 

review of the nomination process for these three men.  Reagan nominated Reichl on April 18, 

1984, and Corcoran and MacAvoy on October 10, 1984.  All three received recess appointments 

to the board on November 28, 1984.  They were sworn into office on Thursday, December 13, 

1984. Although their nominations had been transmitted to the Senate as of January 3, 1985, their 

confirmation hearing was not held until May 3, 1985.  Senate confirmation occurred on Thursday, 

June 13, 1985 – over a year’s time lapse for Reichl and about eight months for Corcoran and 

MacAvoy.  No sense of urgency existed, but rather continued benign neglect. 

At the May 1985 confirmation hearings, the committee and the incoming board members 

used the phrase “newly reconstituted Board of Directors” to describe the SFC’s reformed 

operating procedures. 
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In 1984, Congress enacted compromise legislation reducing SFC funding authority by 49 

percent, to $5.7 billion.  It also rescinded the mandated production goals as related to the board’s 

decisions on selecting projects.  After the recess appointments by Reagan, this reconstituted board 

met with a quorum in Washington, DC, on Thursday, December 13, 1984 – for the first time in 

over eight months.  Noble had originally wanted to forge ahead with the projects under 

consideration, setting schedules and procedures.  Corcoran, taking a slow and deliberate approach 

as directed by the White House, thought the corporation should address not only congressional 

legislation affecting the SFC but also the proposals from the Reagan administration:  The board 

should “evaluate the program and its objectives,” Corcoran said, before it “can seriously look at 

organization and direction.”
138

   

In other words, the White House wanted Synfuels to slow down and go out-of-business 

as soon as possible.   

This new board moved swiftly to reevaluate the SFC situation in light of reduced funding 

and to (re)define the corporation’s direction.
139

  The board also formed the Comprehensive 

Strategy Committee, with Corcoran as chair and four other board members.  Corcoran, by 

becoming vice chair of the corporation and chair of this new committee, assumed leadership of 

future SFC strategy.  The corporation was mandated to submit a comprehensive strategy by June 

1984.  This report arrived at Congress a year late.  Its purpose was to outline a proposed action 

plan to achieve the national synthetic fuels production goals.  The report had to be approved by 

joint resolution of Congress and signed by the president before the additional $68 billion could be 

released.
140
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Already behind schedule, at the January 1985 board meeting, this Comprehensive 

Strategy Committee recommended and the board adopted a four-page Statement of Objectives 

and Principles.  It would have a direct effect on the projects finally funded.
141

  This document 

presented the board’s views “on the energy/economic environment for synfuels,” stating that 

“[m]arket forces” would be used in making project decisions.”
142

 The statement made clear that 

the best synfuels options for the “SFC to assist are not necessarily those that are . . . profitable . . . 

or most favored by sponsors seeking SFC support.”
143

  The board believed that “a large synfuels 

industry is not likely to be needed before the end of the century.”
144

  The corporation should focus 

instead on establishing and proving synthetic fuels technology with research, development, and 

demonstration/pilot plants instead of commercial-scale production plants.  The federal 

government should not be involved in the production of synthetic fuels, the board thought, but 

rather in developing and proving the technology.  The new objective was to establish a national 

synthetic fuels capability that would allow private industry to expand production whenever 

economics or national interests dictated. 

Moving along rapidly, the board adopted a Phase I Business Plan in February 1985.  This 

plan defined the resource-technology combinations that would have the highest priority in SFC 

project development, the assistance process, and deliberations.
145

 

At the March 1985 board meeting, Corcoran received majority approval for “significantly 

less” in SFC commitments than the approximately $8 billion that was then appropriated.
146
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Corcoran argued that the large projects under consideration were “simply not ready to go under 

current circumstances.”  Rather, the Synfuels Corporation should consider “smaller and fewer 

projects, spread out over a longer period.”
147

  This “go slow” approach was endorsed by a 

majority of the board, including Noble, and it reflected political realities.  The Reagan 

administration needed to placate SFC opponents while satisfying its supporters.  Corcoran’s 

proposals, backed by the White House, accomplished this.  

By the April 1985 board meeting, an initial draft of the comprehensive strategy was 

available and distributed to the public.  The board recommended no additional funds, outside of 

the $8 billion then available.  This draft, dated April 22, 1985, also expressed concern over the 

funding of large-scale synthetic fuels projects, while at the same time expressing concern that the 

nation may at some point require them:  “However, it is too soon to know when and if this may 

be a good idea, or, how it should be done when and if it is a good idea.”
148

  The report argued that 

current conditions in the world oil markets did not justify producing large quantities of expensive 

synthetic fuels to displace cheaper natural fuels, either domestic or imported.  Efforts to develop 

synthetic fuels, the board suggested, should emphasize research and technology, along with a 

demonstration/pilot plant, to have on hand the “capability” to produce synfuels on a large scale.  

Within three years, the board would report back to Congress on SFC’s progress under Phase I and 

recommend the appropriateness or necessity of a Phase II.
149

     

While the Synfuels Corporation was operating under the reconstituted board, Congress 

had the SFC directly in its sights.  Probably the most outspoken critic was Rep. Howard Wolpe 

(D-MI).  In late February 1985, at a hearing on the Budget Proposals for Fiscal Year 1986, Wolpe 

had described the Synfuels Corporation to Stockman as “the most outrageous example of waste in 
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the entire [federal] budget.”  Stockman agreed, and testified that if Wolpe could get Majority 

Leader Jim Wright (D-TX) and Minority Leader Robert Byrd (D-WV) to concur with the SFC 

philosophy that Wolpe and Stockman held, then perhaps something could be done about this 

“outrageous” entity.
150

  In an interview with Synfuels in early April 1985, Wolpe emphatically 

stated he would pursue “every legislative route possible” to kill the corporation.  He argued that 

the new approach of the reconstituted board merely reinforced criticism that the Synfuels 

Corporation had been following “an unnecessary and terribly wasteful program,” and that this 

new effort was “a last gasp effort to save themselves.”  All the economic assumptions offered by 

the Carter administration as justification for the SFC at the time of its creation “have proven 

false,” he said, pointing out that the large-scale synthetic fuels production facilities have never 

“acquired even a semblance of commercial viability.”
151

 

Rep. Philip Sharp (D-IN), former congressional supporter of the corporation, was taking 

an increasingly hard line with the SFC and its future viability.  During an April 1985 hearing of 

his Subcommittee on Fossil and Synthetic Fuels, Sharp stated that “a $7.9 billion Synthetic Fuels 

Program cannot be justified in today’s budgetary circumstances.”
152

 

An additional certainty is that the operation of the Synthetic Fuels Corporation 

during its lifetime has led to criticism for a wide variety of reasons, and their 

cumulative effect has diminished the [C]orporation’s ability to carry out a 

synfuels program.  Many who advocate the abolition of the Corporation do so 

because of its conduct, rather than a disagreement with its mission.
153
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The hearing focused on H.R. 935, legislation to abolish the United States Synthetic Fuels 

Corporation and reduce federal deficits, among other purposes.  The SFC became a “whipping 

boy,” as well as a pariah.  Dingell used very sharp and stinging language.  For the SFC to commit 

$8 billion over the next two years would be “unconscionable,” he said.  The behavior of the 

corporation was unacceptable to Dingell, as it had demonstrated that large-scale synthetic fuels 

projects were “uneconomic” and that the board members themselves were “uneconomic.”  Before 

cutting benefits to people, Dingell concluded, the SFC itself should be eliminated.  Wolpe, also 

present, did not hesitate to state boldly, “The Synthetic Fuels Corporation has been an utter 

failure.”
154

  Supporters of the SFC also testified, with little if any impact.  Wolpe had been a 

strong opponent of the corporation.  He could not understand why it continued to exist.  

Stockman explained to him there was a “bipartisan majority in the Senate who thinks – still thinks 

that this [SFC] is the greatest thing since sliced bread.”  Such thinking was present in the House 

as well.  The SFC had powerful and influential friends in high places and was not about to go 

gently into that good night.
155

  

Congress, thus, had achieved the covert goal of the White House – momentum to 

terminate the corporation.  An amended H.R. 935 was introduced in the House of 

Representatives, titled Synthetic Fuels Fiscal Responsibility Act.  The House Committee on 

Energy and Commerce recommended to the full House that this bill pass as amended.  The 

legislation eliminated all SFC funding, suggested the Department of Energy establish a new 

$500-million multiyear synfuels program, and made this proposed new DOE program subject to 
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congressional accountability.
156

  The House report argued persuasively for SFC termination, 

focusing on the declining world price of oil, lack of success on any major projects, and growing 

US deficits approaching over $200 billion annually.  The proverbial nails in the coffin were the 

excesses in SFC procedures and management.  The corporation had repeatedly demonstrated it 

was not the proper agency to administer any synthetic fuels program, as the committee report 

delineated: 

1. Political fund-raising efforts by board members with potential project sponsors 

and beneficiaries of SFC financial assistance. 

 

2. Repeated charges of conflicts of interest among board members (leading to the 

resignations of two SFC presidents), and such insensitivity to conflict concerns 

that SFC officials responsible for them have been publicly berated by SFC 

directors for raising these concerns. 

 

3. Repeatedly the proposals selected by the SFC Board as the most likely 

candidates for financial assistance have failed to materialize into viable synthetic 

fuel projects. 

 

4. Excessive salaries and pensions, lavish travel benefits, and other costly 

perquisites. 

 

5. Questionable use of “safe houses” to avoid public and congressional oversight. 

 

6. “Psychological testing” of prospective employees by overpaid outside 

“consultants.” 

 

7. Repeated changes in plans and procedures, and repeated internal 

reorganizations to improve efficiency – which in fact only contributed to SFC 

inefficiency.
157

 

 

 Throughout 1985, Congress debated the merits and the need for a national synthetic fuels 

program, in a climate characterized by rising federal deficits, budget cuts, and declining energy 

prices.  Toward the end of 1985, Ralph Bledsoe, executive secretary for the President’s Domestic 
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Policy Council (DPC),
158

 wrote a memo to council members addressing the issue of whether or 

not the administration should support legislation to abolish the SFC, and whether or not it should 

“attempt to influence the SFC Board’s decision to fund additional projects in light of current 

Congressional proposals.”
159

  The administration took no action on either of these questions.  

Instead of announcing a position, the White House let Congress know that support for the SFC 

had eroded, and that the White House would not object to efforts to cease SFC project 

commitments or to abolish the SFC itself.
160

  At the September 26, 1985, DPC meeting it became 

apparent that the SFC had gone against the agreement it had previously made, to cease further 

funding of projects, by subsidizing one project on September 24, 1985.
161

  At this meeting, a 

significant and true observation came from the DPC members:  “There is a great concern among 

many in the Administration that we have lost control of this agency [SFC].”
162

  The SFC had 

done a superb job of insuring its termination by Congress, and Reagan had no desire to do 

anything to subsidize private enterprise. 

The congressional discussion culminated on Thursday, December 19, 1985, with the 

passage of the Continuing Appropriations Act for Fiscal Year 1986 (Public Law 99-190), which 

contained mandates to terminate the SFC and to rescind all remaining unobligated and 

uncommitted funds.  The four financial assistance contracts signed by the corporation were to be 

transferred to the Department of the Treasury.  The Synfuels Corporation had 120 days to close-
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up shop and permanently go out of business.
163

  The directors had their duties terminated 60 days 

after December 19, 1985.  In regard to the sensitive subject of salaries, as of that December 

termination date, no officer or employee was permitted to receive a salary in excess of Level IV 

of the Executive Schedule as established by statute.
164

 

 During the heated debates in the House, several supporters of the corporation often 

referenced a July 9, 1985, letter from the Congressional Budget Office (CBO) to the House 

Committee on Energy and Commerce.  The CBO stated that “abolishment” of the SFC “would 

cut outlays by only $332 million through 1990, about one quarter of one percent of the 

cumulative budget deficit in that period.”
165

  SFC backers argued that besides the negligible 

budget impact, the corporation was “moving forward with new confidence and direction” to 

accomplish its mission.
166

  These explanations had no impact on the termination provision and its 

passage. 

Noble had previously submitted his resignation to Reagan on January 28, 1986 – 

effective February 15, 1986.  In his letter to the president, Noble wrote: 

 

As you know, from the beginning I had reservations about how a 

national synthetic fuels program should be approached, and this job as Chairman 

of the Corporation has proven to be a lot tougher at times than I’d imagined.  It 

has also, however, provided moments of deep satisfaction in knowing that we 

were doing a necessary job in a limited way which would serve the long term 

interests of the country and bring credit to your administration. 

Mr. President, I believe that true conservatives build for the future in 

ways that promote opportunity and growth within our free enterprise system. . . . 

                                                           
163

 United States Synthetic Fuels Corporation, 1985 Annual Report, 1.  Author’s possession. 
164

 Public Law 99-190, December 19, 1985, Department of the Treasury, Energy Security Reserve.  In 

April 1986, Congress passed Public Law 99-272, which had SFC termination language as well.  P.L. 99-

190 terminated funding and P.L. 99-272 terminated the authorization.  Library of Congress, Congressional 

Research Service, email dated April 2, 2012. 
165

 Letter from Rudolph G. Penner, director of the Congressional Budget Office, to Rep. John Dingell (D-

MI), Chair of the Committee on Energy and Commerce, July 9, 1985, SFC files of the CBO. 
166

 The Synthetic Fuels Program, Hearings Before the Subcommittee on Economic Stabilization, House of 

Representatives, Serial No. 99-49, September 11 and 12, 1985, 6. 



312 

 

We have given the country a few diverse plants which will provide a national 

insurance policy against future energy disruptions and which in time will lead to 

expansion of a synthetic fuels industry fully within the private sector.  We have 

done this with less than two percent of the monies the Carter Administration 

anticipated spending . . . .
167

 

 

Noble ended by mentioning he returned to the private sector “with a heightened understanding of 

the political process.” 
168

 After all the corporate travails he experienced, such insight was 

undeniably an understatement. 

 Both board and senior officer turnover were significant.  Two officers remained at the 

corporation for its duration: vice president of projects Ralph Bayrer and vice president of 

technology Len Axelrod.  The staff experienced little turnover and remained committed to the 

SFC.  They were dedicated, hard working under adverse political circumstances in a difficult 

economic environment. 

 Reagan did not shed any tears over the demise of the corporation.  On February 4, 1986, 

Noble had written Frederick Ryan, director of presidential scheduling and appointments, seeking 

a farewell appointment with Reagan for a thank-you photo.  Despite Noble’s “long-time financial 

support” of the president and the likelihood that he would be a “large contributor to the [Reagan] 

library,” Reagan did not meet with Noble.  Ryan, responding on March 19, wrote that Reagan had 

a “busy schedule in the days prior” to Noble’s February 15
th
 departure from Washington.  Ryan 

thanked Noble for his “thoughtfulness in wanting to see the President,” noting that Noble had 

their best wishes.
169

  Noble never had been – nor would ever be – considered an important ally to 

the administration. 
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 Matters had not been completely settled, though.  During its last meeting on January 21, 

1986, the board voted unanimously to grant a $327-million loan guarantee to Union Oil 

Company’s Parachute Creek oil shale project, despite a congressional directive to stop spending 

money.  The argument centered on whether Union Oil had been promised the aid under an earlier 

signed contract.  The board based its decision on a fifteen-page legal opinion from corporation 

attorneys and an eight-page opinion from a Chicago law firm specializing in contract law – 

Schiff, Hardin, & Waite.  The board spent more than two hours discussing the legal situation.  

Both opinions argued that the SFC board had a “legally binding commitment” to Union Oil.  SFC 

staff decided that Congress had exempted previous commitments from its ban on additional 

financial assistance.  Needless to say, this action, viewed as insubordination by Congress, elicited 

caustic comments.  Dingell termed it “corporate socialism,” and Sen. Howard Metzenbaum (D-

OH) said it “elevated hypocrisy to new heights.”
170

  The SFC board felt “bolstered” by a letter 

from the Department of the Treasury to the corporation indicating that the SFC had consulted 

with Treasury on the Union loan guarantee, and that Treasury had commented favorably.
171

 

 At the final SFC press conference, Noble commented that the accomplishments of the 

corporation would be seen as “worthwhile.”  He wished that he had “pushed the process a little 

harder” knowing what he knew now “about the fickleness of Congress.”  Concluding, Noble said 

the SFC “and the few truly dedicated project sponsors and other steady supporters of a national 

synthetic fuels program . . . have initiated an industry which is going to be needed one day.”  It 

may be in a few years, he speculated, or “not for a couple of decades,” but it would most likely be 

sooner rather than later.
172
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 Noble had stepped into a difficult situation.  He had no substantive support from a White 

House that had many serious issues of far higher priority than the SFC, and was left to swing in 

the wind until the administration could maneuver to close the corporation.  He did lead the SFC to 

fund four projects that operated for a period of time, but all eventually were shut down.  His 

approach was to prove out a few key technologies for the benefit of the nation so they would be 

ready for future energy crises.
173

 

On Friday, April 18, 1986, at 5 p.m., the United States Synthetic Fuels Corporation 

became history.  The few remaining employees at the corporation’s modern office at 2121 K 

Street, NW, were packing up the last boxes to be transferred to Treasury.  Richard Miller, former 

SFC budget chief, directed this effort he referred to as “the sweep-out force.”  All walls in the 

SFC’s four floors of office space were now bare, except for one that had a large banner saying:  

“It’s all over, baby.”  It, too, would be gone by the end of the day.  When the packing was over, 

the SFC staff turned off the lights, closed the door, and left for good.  Government agencies are 

easily created, but seldom, if ever, do they die.  The SFC stands out as one of the few that did.  

The SFC, wrote Post reporter Cass Peterson, “was conceived in response to one crisis and put to 

death in response to another.”
174

 

The next day, April 19, Reagan addressed the nation on oil prices.  He did not miss the 

opportunity to comment, “We’ve also been able to close down the costly Synfuels Corporation, a 

quasi-governmental agency that ate up billions of taxpayer dollars while it didn’t solve the energy 

crisis.”  What and who solved the energy crisis?  “[F]reedom did, the market place did, the 
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entrepreneurs and businessmen and women of America did.”  As for those in Washington, they 

“lifted the artificial restraints, sat back, and watched the gushers blow.”
175

 

At the time, there were public reports that the victorious foes of the Synthetic Fuels 

Corporation who had forced its demise planned a “synfuels wake” to celebrate in a rented hall on 

Capitol Hill during the weekend of April 20-21.  Among the partygoers were Rep. Mike Synar 

(D-OK), aides to Sen. Howard Metzenbaum (D-OH) and Sen. Howard Wolpe (D-MI), 

environmentalists, and other assorted groups whose lethal efforts came to fruition with the 

abolition legislation.  A congressional source denied that the door prize would be a loan 

guarantee.
176

 

 

Figure 8.2.  United States Synthetic Fuels Corporation 1982 Board of Directors, from the 1982 

Annual Report 
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Figure 8.3.  United States Synthetic Fuels Corporation 1985 Board of Directors, from the 1985 

Annual Report 
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Chapter 9:  Environmental and Socioeconomic Effects 

of Synthetic Fuels Plants 

 

 
President Carter outlined in his July 15, 1979, address to the nation his idea for an Energy 

Security Corporation (ESC), while also urging Congress to create the Energy Mobilization Board 

(EMB).  While several members of Congress referred to the acronym as, “Even More 

Bureaucracy,” that board would actually have had the responsibility and authority “to cut through 

the red tape, the delays, and the endless roadblocks to completing key energy projects.”
1
  As 

envisioned, the EMB would have been given enormous power.  Three board members, nominated 

by the president and confirmed by the Senate, would have directed the entity.  The initial number 

of employees was estimated at two hundred, but anticipated to increase to several thousand within 

a few short years via a larger budget.  Sen. John Melcher (D-MT) predicted that if the EMB were 

to become the law of the land, then some future Congress would be saddled with the burden of 

dismantling it to free up the energy companies to conduct their business.  The EMB would have 

created more problems and delays than it would have solved, according to Melcher.
2
  The DOE, 

in preparation for congressional hearings, estimated that at least seven hundred employees would 

be necessary to run the EMB.
3
 

 The EMB would have been authorized to (1) designate projects as critical to achieving 

the nation’s import-reduction goals, and then (2) establish binding schedules for federal, state, 

and local decision-making for those projects.  If a federal, state, or local agency failed to act 

within the specified time frame, the EMB would have been empowered to apply the law.  The 

EMB board, as Carter envisioned it, would have the authority to waive procedural requirements 
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of federal, state, or local laws to hasten the development and construction of a critical energy 

facility.  To avoid further delays, the board could waive the application of new or procedural 

requirements of laws that might come into effect after construction had commenced.  The 

exercise of waivers by the EMB would have been subject to presidential veto.
4
  

 The SFC board recognized that without an EMB, construction of energy projects might 

run into delays.  Such interruptions would mean not only delaying the reduction of imported 

foreign crude oil, but would also affect rates of financial return to the SFC and the project 

sponsors.  In a May 1981 SFC presentation to a financial forum on natural gas, a senior officer 

used the slide shown in Figure 9.1 to illustrate his point that “a delay caused by environmental 

concern for crickets would have the effect of delaying the revenues that the plant would earn once 

it was operational[, and] this would have a negative impact on the project’s rate of return.”
5
   The 

cartoon references an article in the April 3, 1981, issue of Science featuring two-headed and 

three-eyed crickets hatched in sand that had been treated with chemicals produced at synthetic 

fuels plants.
6
  As prescribed by law, SFC had mandated production and diversity goals in the 

interest of national security.  Environmental concerns, while important, would pale in comparison 

to the mandates. 
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Figure 9.1.  Slide from May 1981 SFC presentation at Sixteenth American Gas Association Financial 

Forum 
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The reaction to Carter’s idea for an EMB was mixed. Environmentalists and states 

responded in a negative manner:  Environmentalists felt the EMB would ignore environmental 

laws, while states were anxious over the potential for the federal government to supersede state 

laws.  Larry Lukens, (acting) deputy assistant secretary of Energy for industrial planning and 

development at the time of congressional debate on the EMB bill, recalls that the governor of 

Colorado, Richard Lamb, sent his chief of staff to Washington, directing him to camp full-time in 

the offices of the secretary of Energy.  Lamb was adamant about not wanting the EMB bill to 

pass. The mere idea of the federal government having the power to supersede the environmental 

and health laws of the State of Colorado was anathema not only to him but also to most, if not all, 

of the other states.
7
  If passed, the EMB would have been a huge intrusion into areas normally 

reserved as states’ rights.  As proposed, the EMB would have been permitted to take over, waive, 

or otherwise usurp state decision-making authority over at least 250 state laws regulating health, 

safety, and environmental protection.
8
 

 In congressional testimony on the EMB, Anthony Roisman, staff attorney of the Natural 

Resources Defense Council, and Alan Morrison, director of the Public Citizen Litigation Group, 

had harsh words for both Carter and the legislation.  Roisman alleged that the president was 

schizophrenic.  Roisman pointed out that Carter, in his July 15
th
 address, had extolled the virtues 

of citizen involvement in government, and then, in the same speech, advocated elimination of that 

very participation via the EMB.  Roisman argued that the EMB would bypass participatory 

decision-making processes only to place them in the hands of incompetent people.  He 

commented, “The opportunity to waive environmental laws, the opportunity to waive safety 

standards – all in the name of a ‘national [security] interest’ in building the biggest and largest 
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synthetic fuel facility that one can imagine” – was the wrong path for the country to take.
9
  

Morrison expressed concerns over the potential power of the EMB to permit synthetic fuels plants 

so quickly under the guise of “national interest.”  Morrison and Roisman coined the phrase 

“Justice accelerated is justice denied” to describe the EMB, turning around the old legal maxim of 

“Justice delayed is justice denied.
10

 

 Developing synfuels posed significant environmental risks, as journalist Joanne Omang 

of the Washington Post wrote, using hyperbole: “Over the synthetic fuels industry hovers the 

specter of a deformed baby cricket with two sets of eyes,” referencing the Science article 

previously mentioned.
11

  To be fair to the enterprise, the deformed crickets were actually hatched 

at Oak Ridge National Laboratory in Tennessee, though.  Yet Omang commented that synfuels 

from coal and oil shale would have as much impact on the environment as the oil, coal, and utility 

industries combined, and then some.  Devising the necessary controls would be an enormous task 

because most of the environmental risks were unprecedented.  In the western United States, 

environmental risks were compounded by a lack of water sources.  The Reagan administration 

was now under way, and environmentalists were already wary of its general antiregulatory stance 

and the efforts to lessen regulations on private industry.   The EPA, making an extraordinary 

attack on inconsistent and stop-and-go regulations that infuriate industry, set up a task force to 

address synthetic fuels, which it ruled were new chemicals.  Industry, aware of the issues, 

believed that the problems could be addressed and solved.
12
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 The synthetic fuels industry would require large numbers of workers with the skills 

necessary to construct and operate synthetic fuels plants.  It would also require significant capital 

investment and place enormous demands on the construction industry.  Pace Consultants and 

Engineers, advising the Senate Budget Committee, estimated the production levels Carter had 

outlined would require a national commitment to divert resources into this activity, depriving 

other sectors of the economy and sharply escalating costs in mining and construction, equipment, 

and materials.  To design and build the projected thirty-five plants, Carter’s plan would also 

require an additional 24,000 professional employees every year from 1985 through 1990.  This 

figure would represent a 53-percent increase over the 45,000 workers with the required skills who 

were available in 1978.  Estimated annual construction expenditures would amount to $14 billion 

for the president’s proposal; by comparison, expenditures for the entire construction industry in 

1978 totaled $27.2 billion.  In 1978, the construction industry employed 4.5 million workers; 

Carter’s plans would require 210,000 new construction workers each year.
13

 

 Pace Consultants concluded that with the above construction constraints, the nation 

would be hard-pressed, even with a crash program, to achieve over two million barrels per day of 

synfuels production by 1990.  Pace placed the upper limit of synfuels production at 1.5 to 2.0 

million barrels per day, depending upon the level of the nation’s commitment.  Even at the lower 

end of the estimate, “considerable economic disruption” and diversion of resources (people, 

money, and time) would be necessary, as well as leadership from the president.
14
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 In July 1979, the DOE issued a report on the environmental impact of synthetic liquid 

fuels.
15

  The purpose of the report was to determine whether it would be possible to accelerate the 

development of commercial-size plants that could produce synthetic liquid fuels from oil shale 

and coal liquefaction – technologies near commercialization.
16

  The report looked at first-

generation technologies, including surface facilities for oil shale retorting and indirect processes 

for coal liquefaction, and found “no absolute environmentally related constraint identified for any 

of the first-generation . . . technologies.”
17

  Environmental controls would add to the production 

cost of synthetic liquids:  $2 to $4 per barrel for surface retorting of oil shale, or 10 to 20 percent 

of total product cost.  First-generation coal-derived liquids would have incurred environmental 

control costs in the 10-to-20 percent range as well.  The report explored second-generation 

technologies – direct coal liquefaction and modified in situ oil shale – but did not expect that 

those technologies would contribute commercial production of synthetic liquids by 1990.  These 

second-generation technologies posed potential show-stopping problems, such as effects on water 

supplies, large volumes of toxic or hazardous wastes, and reclamation issues.  If the industry was 

to meet the 1990 goals, leaders had to consider socioeconomic effects at the beginning of the 

planning and permitting processes.  They needed to consult local planning boards from the start 

so that plant construction schedules and associated industries and communities could be phased 

into the process. 

 Friends of the Earth and the Sierra Club, among several citizen groups, expressed deep 

reservations about the EMB.
18

  These environmental organizations, as well as others, felt that 

                                                           
15

 Environmental Analysis of Synthetic Liquid Fuels, Department of Energy, July 12, 1979, DOEEVOO44. 
16

 The report also examined biomass conversion technology and found that this technology was not capable 

of  producing any significant product. 
17

 Environmental Analysis, 1. 
18

 The entities indicating concern over the proposed synfuels plants included:  Environmental Defense 

Fund, Environmental Policy Center, Friends of the Earth, League of Conservation Voters, League of 



324 

 

Carter had abandoned his promises to them, despite his earlier intentions to be a proper steward 

of the environment.  The president’s July 15
th
 proposals, if adopted, posed the “strongest kind of 

threat to the laws now protecting” the environment and the public.
19

  Those regulations included 

not only the carefully woven structure of environmental laws, but also many other laws and rights 

that would be waived by the proposed EMB.  Tampering with those rules would affect every 

segment of society:  business, labor, consumers, farmers, ranchers, Native Americans, railroads, 

truckers, in addition to local and state governments.  Carter’s plan, according to 

environmentalists, was the energy path with the “most adverse effect” on the environment and the 

economy.  Their ire was directed mostly at the proposed EMB (which they labeled 

“authoritarian”), the centralization of arbitrary and capricious decision-making, and the 

discarding of federal policy on carcinogenic and toxic substances.
20

  The Carter administration 

did not alleviate, but rather aggravated, concerns over presidential nominations to the EMB board 

when a White House aide stated that Carter would appoint “good people,” while what 

environmentalists “really want[ed] [was] a government of men and women, not of laws.”  The 

environmentalists seemed to feel that the White House “assurance [had] been slim assurance” that 

their issues would be addressed.
21

  Issues raised by synfuels plants created such apprehensions 

that these groups demanded an equal period on prime-time television, comparable to Carter’s July 

15
th
 address, to articulate the full scope of choices for the nation.

22
 

 Environmentalists also had concerns about the proposed ESC, but these were 

overshadowed by their larger anxieties about the EMB.  The issues they raised about the ESC 
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revolved around its exemption from certain federal laws and its emphasis on energy production at 

the expense of cost effectiveness, production technologies, and environmental safety.
23

 

 The EMB came close to passing, but failed in the end.  Carter had desperately wanted the 

EMB, hoping to sign it into law on the same day he placed his signature on the Energy Security 

Act (ESA) – to make it Energy Independence Day.  However, members of Congress had several 

misgivings about the EMB.  Some believed that with the proposed amendments, the EMB would 

cause more delay than speed.  Others feared it would lead to the suspension of state water and 

environmental laws.  Some saw it as another layer of federal bureaucracy that would cause further 

construction delays.  Of particular concern was the fact that the bill would have permitted the 

waiving of federal laws.  Rep. Toby Moffett (D-CT), commenting on the bill’s final version, said 

it would make the federal government a big brother that would trample on state and local rights.  

House Majority Leader Jim Wright (D-TX) was the only member of Congress who spoke 

fervently in favor of the bill, arguing that its failure would signal to the world that the United 

States was not serious about wanting energy independence.  Wright argued that for the synthetic 

fuels industry to get off the ground, it needed both the ESA and the EMB.  Without the EMB, he 

noted, projects could be delayed endlessly through bureaucratic red tape.
24

 

The Energy Security Act called for “the creation of commercial synthetic fuels 

production facilities . . . in an environmentally acceptable manner,” asking the SFC to consider 

“the potential of the technology for complying with applicable regulatory requirements” in 

awarding financial assistance.  Any contracts for funding required the development of a plan, 

acceptable to the SFC board, for the monitoring of environmental and health-related emissions 

from the construction and operation of a synthetic fuels plant.  The corporation implemented 
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procedures and policies mandating that financial assistance would be granted only to projects that 

met applicable environmental regulatory requirements and the environmental policies of the 

SFC.
25

 

The corporation required that each project receiving assistance from the SFC be subject 

to an environmental monitoring and reporting plan that was approved and accepted by the board.  

In each proposal submitted to the corporation, sponsors had to address the permitting 

requirements, socioeconomic impacts, and water supply needs.  This condition allowed SFC staff 

to determine whether adequate consideration had been given to these factors.  In the project 

submission, applicants had to (1), outline socioeconomic effects by evaluating the availability of 

a labor force in the project area and the anticipated number of construction workers expected to 

relocate to the region, (2), identify projected impacts on public services by the construction and 

operation of the plant, (3), present evidence of consultation with appropriate local officials 

regarding the ability of local infrastructure to absorb the expected number of relocated workers 

and the need for mitigation, and (4), demonstrate that effective impact mitigation measures had 

been or would be undertaken.  The socioeconomic criteria were designed to identify those 

projects that demonstrated a willingness and ability to take action where needed to minimize the 

poor labor productivity and high worker turnover rates that had occurred in major construction 

projects where inadequate assessment and mitigation of socioeconomic impacts had been 

performed.
26

 

 The ESA authors specifically exempted the Synthetic Fuels Corporation (SFC) from the 

requirements contained within the National Environmental Policy Act of 1969 (NEPA).  Thus, 

the corporation was not required to file an environmental impact statement (EIS).  When a “major 
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Federal action significantly affecting the quality of human environment” is involved, there must 

be NEPA compliance by the applicable government agencies.
27

  Congress provided that the SFC 

was not a federal agency for NEPA purposes.  However, with respect to corporation construction 

projects, the SFC was a federal agency and required to obey the NEPA.  Hence, the project 

sponsors had to prepare and file an Environmental Impact statement (EIS). 

 At an SFC board meeting in Salt Lake City, Utah, on December 11, 1981, board 

members heard a presentation from Joseph Cannon, acting associate administrator for policy and 

resource management of the Environmental Protection Agency (EPA), representing Anne 

Gorsuch, EPA administrator.  Cannon reported that the EPA was “taking special care to assure 

that environmental concerns relating to synthetic fuels development [were] handled in as smooth 

and as cost-effective a manner as possible.”  He said the key in addressing environmental issues 

and achieving public acceptance of the safety of these plants lay in cooperation among and 

between the EPA, the corporation, members of industry, state and local governments, and 

residents.   He reported that staff meetings at both EPA and SFC were continuing to develop 

permitting procedures for the proposals before the SFC, and that the EPA had begun issuing 

permits on the Colony project.  Cannon concluded by assuring the board that “the goal of an 

environmentally acceptable synthetic fuels industry with cost effective controls and without 

regulatory delays [could] be reached.”
28

  

 In early January 1982, the SFC board held a briefing that devoted significant time to 

outlining the environmental and socioeconomic aspects of synthetic fuels proposals.  The board 
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discussed the range of both positive and negative effects that these plants would have on 

communities and regions: 

 Tax bases and employment opportunities would expand, although the tax 

revenue would come after employees and the project were in progress; 

 Because of the delay in tax revenues, local finances, services, and 

facilities would be delayed; 

 Conflicts over scarce resources and changing values were likely; 

 “Boom and bust” cycles were likely. 

 

 Board members reported that the environmental, health, and safety aspects of synthetic fuels 

development remained uncertain, despite extensive studies, in part because no operating plants of 

significant size had yet been built.  Sponsors and state and local governments would have to 

consult in advance and work closely in a responsible and cooperative manner, and environmental 

requirements would have to be determined and compliance achieved.  The early plants would 

present a learning experience for the private sector, government, and the public about how to 

develop the industry safely and beneficially, as long as growth was not too rapid or concentrated 

and the early experiences were correctly monitored and analyzed.
29

 

 Commercial synthetic fuels production plants raised many questions about environmental 

implications.  Some of the problems requiring attention included water availability, solid waste 

disposal, air quality and occupational and health hazards.  The Synthetic Fuels Corporation was 

not required to prepare an EIS when contemplating financial assistance for submitted proposals, 

but the SFC had to use stated criteria in its decision-making capacity, including diverse 

technology, production cost per barrel or unit production cost of synfuels from a proposed 

project, potential for technology replication, and technology’s potential for complying with 
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applicable regulatory requirements.
30

  The SFC was also required to consider the extent of natural 

resources required and their geographic distribution, water availability, and water-quality impact.  

The initial solicitation did not require detailed environmental information, as speed and brevity 

were the watchwords of the day.  The SFC hoped to encourage proposals without burdening the 

developers with cumbersome environmental requirements. Congress did not want environmental 

factors to play a very significant role in SFC decision-making, but did require the SFC board to 

take environmental issues into consideration.
31

 

 Steven Gottlieb, director of environment for SFC projects, was responsible for 

environmental and socioeconomic matters relating to plans brought before the corporation.  He 

stated that under Ed Noble (chair) and Vic Schroeder (president), the SFC would give 

“meaningful consideration” to environmental and socioeconomic factors in its project-selection 

procedures.
32

  This approach was reflected in the SFC’s project-evaluation criteria.  The SFC staff 

worked closely with state and local governments to ensure that the project sponsors did the same 

with these authorities.  These environmental and socioeconomic evaluation procedures assisted 

the corporation in meeting its statutory mandate:  First, to operate as a prudent provider of federal 

financial assistance, fully cognizant of the major aspects of each project and how they would 

affect schedules and costs; and second, to foster the creation of synthetic fuels facilities in an 

environmentally and socioeconomically acceptable manner. 

 Congress addressed environmental issues in a March 1983 seminar titled United States 

Synthetic Fuels Corporation and National Synfuels Policy: Status, Outlook, and Environmental 

                                                           
30

 ESA, Section 131(b)(3) 
31

 Elaine F. Rappaport, “The Synthetic Fuels Corporation and a New Industry’s Exemption from NEPA,” 

Boston College Environmental Affairs Law Review, vol. 9, 1980-1982, 893-894. 
32

 The Socioeconomic Impacts of Synthetic Fuels, Hearings Before the Subcommittee on Energy 

Development and Applications of the Committee on Science and Technology, House of Representatives, 

No. 125, April 28, 1982, 125. 



330 

 

Concerns.  The Congressional Research Service sponsored this seminar in cooperation with the 

House Subcommittee on Fossil and Synthetic Fuels.  Three speakers participated:  Noble of the 

SFC, Michael Korda of the National Council on Synthetic Fuels Production, and Robert Roach of 

the Environmental Policy Institute.  As expected, Noble and Korda argued forcefully in support 

of the corporation and its continuation.  Roach’s presentation took issue with the SFC and its 

efforts to date.  He described environmental groups’ concerns about how ineffectively the 

corporation had fulfilled its responsibility to ensure that the synthetic fuels industry was 

developed in an “environmentally sound manner.”  Roach stated that the corporation’s 

performance in this area was “both inadequate and short sighted.”  The monitoring plans lacked 

comprehensiveness and no concrete guidelines existed for the development of acceptable project 

monitoring plans, in the opinion of environmental groups.  Roach added, “major environmental 

questions relating to the development of synthetic fuels, such as the release of unregulated 

pollutants, socio-economic impacts, and water consumption, will not be answered by the SFC’s 

monitoring program.”
33

  Responding to Roach’s comments, Korda pointed out that there were 

implicit tradeoffs in building these plants and inherent uncertainty related to using new 

technology on a commercial scale.  Ralph Bayrer, SFC vice president-projects, disagreed with 

Roach, but acknowledged there were many environmental unknowns relating to the projects.  To 

summarize, environmental groups saw danger around every corner, whereas the SFC was focused 

solely on the bottom line – meeting the production goals. 

 Within the continental United States, the most abundant natural resources for creating 

synthetic fuels are coal and oil shale.  Estimates indicated that the nation had reserves in excess of 
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two hundred years’ worth in each of these resources.
34

  Conversely, US reserves of tar sands were 

and still are negligible.  The SFC plan, therefore, was to build enormous production facilities to 

convert coal and oil shale into synfuels.  As a result, the environmental and socioeconomic issues 

associated with these two resources garnered the most attention. 

 Synthetic fuels technologies for coal and oil shale were not new.  Not until the nation 

confronted two energy crises within a decade, however, did the need arise to develop these 

technologies commercially.  The environmental and socioeconomic implications of a viable 

synthetic fuels industry were important factors in its development.  These plants would have to 

comply with all the applicable regulations issued pursuant to existing laws.  Major federal 

environmental and health laws applicable to synthetic fuels projects at that time included: 

 Antiquities Act 

 Archaeological Resource Protection Act 

 Clean Air Act 

 Clean Water Act 

 Coastal Zone Management Act 

 Endangered Species Act 

 Energy Supply and Environmental Coordination Act 

 Executive Order 11988 – Floodplain Management 

 Executive Order 11990 – Protection of Wetlands 

 Federal Coal Mine Safety and Health Act 

 Federal Land Policy and Management Act 

 Fish and Wildlife Coordination Act 

 Forest and Rangeland Renewable Resources Act  

 National Environmental Policy Act 

 National Historic Preservation Act 

 National Pipeline Safety Act 

 Noise Control Act 

 Nonnuclear Energy Research and Development Act 

 Occupational Safety and Health Act 

 Protection of Bald Eagle and Golden Eagles (16 U.S.C. 668) 
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 Resource Conservation and Recovery Act 

 Rivers and Harbors Act 

 Safe Drinking Water Act 

 Surface Mining Control and Reclamation Act 

 Toxic Substances Control Act 

 Water Resources Planning Act 

 Wild and Scenic Rivers Act 

 Wilderness Act
35

 

 

Synthetic fuels plants were required to comply with twenty-eight different environmental laws 

and regulations.  That large number indicates why proponents were so eager to pass the EMB, 

which would have made the permitting procedure much less bureaucratic.  

 Coal can be converted into alternative energy products via coal gasification and coal 

liquefaction.  Products from these two processes include gasoline, jet fuel, petrochemical feed 

stocks, liquefied petroleum gas, synthetic natural gas, benzene, boiler fuel, and hydrogen. 

 In the coal-gasification process, coal is converted into three types of synthetic gas: high-

Btu gas, medium/intermediate-Btu gas, and low-Btu gas.  High-Btu gas is pipeline-quality gas, 

similar to natural gas.  Questions arose about whether medium-Btu plants could run within 

existing environmental standards.  Low-Btu production facilities had a low technical risk.  Two 

commercial users of low-Btu gas were already operating. 

 To produce liquids from coal, two basic routes existed:  indirect liquefaction and direct 

hydrogenation.  Indirect liquefaction had been used in South Africa for more than fifty years.  

According to the DOE, direct liquefaction presented technical and environmental issues; for 

example, its use in the removal of sulfur and nitrogen was not as effective as the indirect method. 
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 Oil shale is a sedimentary rock that contains various amounts of solid organic material 

called kerogen.  When heated to about 900ºF, kerogen decomposes into liquid and gaseous 

hydrocarbons and char (carbon).  The liquids (i.e., shale oil) can be processed into liquid and 

gaseous petroleum products, such as jet and diesel fuel and gasoline, and the gas can be used as a 

substitute for natural gas. 

 The two major methods for converting oil shale resources are: 

1.  Conventional mining (either deep or surface mining) in conjunction with 

surface processing of oil shale.  Surface processing involves a sequence of steps 

– mining, crushing, and retorting (heating) of shale – to produce gas and/or oil.  

Surface technology was generally recognized to be ready for commercial testing. 

 

2.  In situ or underground processing of shale.  In this method, instead of 

retorting (heating) above ground, shale oil and gas are produced below ground or 

in situ (in place).  The Atomic Energy Commission and the US Bureau of Mines 

collaborated on this method in 1958 by developing a concept for using nuclear 

explosives to fracture deeply buried oil shales in preparation for an in situ 

combustion-extraction process.  They developed preliminary plans for a nuclear 

experiment on the Naval Oil Shale Reserve near Rifle, Colorado.  The two 

agencies met with representatives from the petroleum industry to discuss the 

interest and participation of private industry.  Nothing ever came of this 

concept.
36

   

     Interestingly, only one true in situ proposal was submitted to the SFC.  This 

was the Geokinetics Seep Ridge Project in Utah.  In this case, a federal court 

determined that the project was on Ute Indian Reservation land.  The court 

required the SFC to obtain the tribe’s approval, which could not be done in a 

timely manner, so the application was withdrawn. The general view of in situ 

projects was that they were not sufficiently advanced for commercial scale 

development.  Occidental Petroleum did apply for SFC assistance for a 

“modified” in situ project to be constructed at Cathedral Bluffs in Colorado.
37

 

 

The Federal Energy Administration (FEA), the DOE’s predecessor, recognized the 

problems with coal and oil shale development.  Consequently, the FEA issued a report in July 
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1976 titled Analysis of Financing Problems in Coal and Oil Shale Boom Towns.
38

  According to 

this report, using the coal and oil shale resources of the western United States would lead to 

rapidly increasing economic activity in the small and relatively isolated communities where these 

reserves were located.  In turn, this situation would create economic and social disorganization 

and disintegration, unless there was proper planning.  During the initial “boom” period, local tax 

bases would not be able to keep up with additional needs, placing local officials in a difficult 

position.  The FEA study predicted that taxes and fees paid by a typical household in 1976 in the 

four areas studied would have to increase by at least 75 percent over a two-to-four-year period.
39

  

The social and economic characteristics of many communities in the western US would be 

subject to serious socioeconomic problems.  For example, the large influx of possibly thousands 

of additional workers and their families into rural areas would place demands on the 

infrastructures.  New utilities, roads, and schools were just a few of the necessary facilities, in 

addition to increased fire and police services.  Tax revenues to support these necessities would 

arrive well after the services were needed.  Companies building these plants were willing to assist 

communities in such endeavors because they realized the construction and operation of oil shale 

production plants would seriously strain the nearby social and cultural infrastructure.  

These plants were dependent on people and their families, who in turn relied on local and 

state governments to maintain law and order, education, and general well-being.  By necessity, 

industry had to work closely with local and regional governments.  Unfortunately, time did not 

allow for these issues to develop and be addressed in an evolutionary manner.  The purpose of 

federal assistance for synfuels was to demonstrate as quickly as possible that the United States 

could convert the vast resources of the country into more usable energy forms. 
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The Congressional Research Service of the Library of Congress observed in 1983 that for 

the foreseeable future, environmental factors were likely to constrain commercialization of the 

shale oil industry.  The richest resource base was located on the western slope of the Rocky 

Mountains, a sparsely populated, undeveloped, and semiarid region.  An industry producing about 

200,000 barrels of oil-equivalent a day threatened adverse effects on health and safety, flora and 

fauna, land integrity, grazing and agricultural activities, and the quality of both water and air.  

The firms would be required to file for more than one hundred environmental permits.  Oil shale 

projects would consume large volumes of water in areas without much in the way of aquatic 

resources.  Several companies had been acquiring water rights for over thirty years. 

The Union Parachute Creek and Colony oil shale projects, both in Colorado on the 

western slope of the Rocky Mountains, were facilities that had progressed to the point where 

significant effort was being devoted to addressing their social and economic effects on 

surrounding communities.   Union Oil’s facility was in Garfield County, near the town of 

Parachute.  Union did not honor every request, but it did make significant monetary contributions 

toward fulfilling its community responsibility as a “good neighbor.”  As of April 1982, the total 

costs committed andspent by Union amounted to $62 million, which included $49 million for 

employee housing and $13 million for roads, fire, police, schools, solid waste, park land, 

emergency medical services, and human services. 

Management of Tosco’s Colony plant was similarly concerned about socioeconomic 

effects that would be associated with their project due to the large stream of individuals moving 

to the area.  Tosco developed and implemented mitigation measures that addressed: (1) the lack 

of infrastructure necessary to accommodate large increases in population, (2) the substantial 

population influx related to the construction and operation of Colony, and (3) the difficulty in 
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timing these events to allow local governments to plan adequately.  The population issues were 

complicated by differences in workforce sizes at the facility:  The construction force was 

substantially larger than the operations force.  For local governments, costs were incurred before 

the appropriate tax revenues were generated, so economic effects varied by plant location and 

residential location of the employees.  Tosco developed mitigation programs that suited the 

particular areas. 

Colony’s socioeconomic efforts centered on the development of Battlement Mesa, a new 

community built on 3,000 acres of land across the Colorado River from the town of Parachute.  

Housing plans called for up to 24,000 people.  Exxon and Tosco, owners and operators of 

Colony, worked closely in conjunction with Union Oil on its Parachute plans.  As an example, 

they coordinated with the Parachute School District to help Colony owners build an elementary 

school and to help Union owners construct a middle school.  Both operators also assisted the 

school district in obtaining financing for a new high school.  Colony and Union made plans to 

build a $6.5-million community recreation center that included an Olympic-size swimming pool, 

a gymnasium, and other amenities for residents.  The proposal called for a commercial area that 

would have had the largest supermarket on the western slope of Colorado.  Colony’s owners saw 

from studies that the worker/employee-to-population ratio was 1:7, indicating that a permanent 

workforce of 2,000 would generate 14,000 people. 

With the Colony and Union projects moving forward, the SFC board, in March 1982, 

addressed the need for office space in Denver to monitor these projects.  Pursuant to the 

agreements with Tosco and Union, the corporation was entitled to some space in the offices of 

both these projects.  In the interests of confidentiality and independence, the SFC decided to 

obtain its own space of about 2,000 to 3,000 square feet, and to house three to five professionals 
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and one support person.  William Sharp was responsible for the Denver office.  Once the 

Colorado office was established, SFC personnel visited the two projects as often as once or twice 

a week.  In the early stages, Sharp spent up to 80 percent of his time on monitoring efforts, while 

a detailee from DOE concentrated entirely on the plants.  Financial monitoring was done from the 

office in Washington, DC.
40

 

Exxon terminated the Colony project on May 2, 1982, referred to as “Black Sunday” by 

locals in the area.  After this, there was a significant egress of workers and their families from 

Parachute and Battlement Mesa, leaving the region with an insufficient tax base to maintain the 

significant expansion of the community that had occurred.  The rural nature of the oil shale areas 

had caused local officials to question how they would cope with anticipated population increases.  

Congress established an Oil Shale Trust Fund to provide needed infrastructure improvements and 

necessary services.  The monies came from lease bonus payments that companies had paid to the 

federal government to secure oil shale leases on federal lands.  Companies had paid a total of 

$450 million to the federal government for these leases, and through the Oil Shale Trust Fund, 

Congress returned a portion of this money to the affected states and communities.  Local 

governments in Colorado spent $100 million of Oil Trust Funds for roads, schools, hospitals, city 

buildings, sewage and water treatment plants, senior-citizen care, fire protection, libraries, and 

community recreation before the short-lived oil shale boom concluded.
41

 

The Trust Fund was not the only coffer from which the industry drew for the area.  

Battlement Mesa, in 2012 a community of mostly retirees and oil and gas workers, was 

constructed without any government funding at a cost of $100 million incurred solely by Exxon 
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and Tosco.  Union Oil likewise provided similar funding to Rifle and Parachute.
42

  Arnold 

Mackley, rancher and former commissioner in Garfield County, Colorado, commented that 

during the 1970s the trust fund contributed over $100 million to affected communities.  Although 

termination of the Colony project in May 1982 was devastating for many, the Union project 

operated until 1991 and provided a continuing source of employment for thousands.  The 

infrastructure improvements funded by oil shale supplied a foundation for the eventual recovery 

of the local economies.  For example, the recent natural gas boom would have been far more 

painful without the infrastructure paid for by the oil shale funds.
43

  

Arthur Conn, president of the energy, management, and information consulting firm of 

Arthur L. Conn & Associates, testified before Congress that the ESA was enacted with the long-

range objective of reducing the nation’s dependency on foreign energy sources, which in turn 

affected national security, the economic well-being of the United States, and the quality of life of 

its citizens.  He viewed the SFC as a form of insurance.  It would provide technical experience 

and demonstrate to crude-exporting countries that the United States intended to be self-sufficient, 

thereby discouraging them from making prices spiral upward.
44

 

Technology presented significant challenges.  The greatest problems were not in the 

technical areas, though.  The nontechnical issues were the “show-stoppers,” and these were 

environmental, socioeconomic, political, and legal in nature.  Vacillating government policies and 

a patchwork of regulatory activities made the risks associated with synthetic fuels projects 

enormous. 
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Chapter 10:  The Projects 

 

During its brief existence (1980-1986), the Synthetic Fuels Corporation issued four 

general solicitations, along with eight focused competitive solicitations centering on the resource 

bases of oil shale, coal, tar sands, and heavy oil, as well as technology.  Project sponsors 

submitted 211 proposals in response to the twelve solicitations that actually closed.  SFC staff 

evaluated 129 projects, conducting negotiations with twenty-five potential sponsors.
1
   

Solicitations are summarized in Table 10.1.  The corporation provided financial assistance to four 

projects.  There were two additional projects receiving financial assistance during the Defense 

Production Act (DPA) interim “fast-track” program and the Federal Nonnuclear Energy Research 

and Development Act:  Exxon/Tosco/Colony Oil Shale Project and Great Plains Coal 

Gasification Project. 

The first solicitation issued by the United States Synthetic Fuels Corporation is shown in Figure 

10.1.  The first was a general, rather than specific, solicitation issued within ESA guidelines.  By 

mandate, the corporation had to send out its first call for synthetic fuels projects by the end of 

December 1980.  SFC managed to meet the deadline, and the first solicitation came forth on 

Friday, November 21, 1980.  This “Initial Solicitation for Proposals for Financial Assistance for 

Synthetic Fuels Projects” was a mere two-and-one-half pages in length. The solicitation was 

deliberately nonspecific and flexible, both to jump-start the synfuels development process and to 

avoid the appearance of a typical long-winded government bureaucracy solicitation.
2
  The brevity 

of the first SFC solicitation contrasted sharply with the two “fast-start” Interim Program 
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Solicitations, each exceeding one hundred pages.
3
  The conferees intended for the SFC 

solicitations to “be brief and designed to encourage innovative synthetic fuels proposals and not 

constrain bidders to compromise the quality of desirable proposals because of narrowly 

delineated requirements in such solicitations.”
4
 

 The tone of this SFC industry solicitation was direct and to the point: “We have the 

mandate, directive, authority, and money, so give us your best shot!”
5
  The energy industry was 

aghast at the solicitation’s brevity and minimal requirements outlined within.  The call was totally 

unlike conventional federal-government solicitations, which were typically quite lengthy and 

complex.
6
  To “get the word out,” the corporation held informational meetings in New York City 

and Denver, Colorado, during January 1981.   These gatherings described solicitation procedures, 

including the flexible March 31, 1981, closing deadline.  Altogether, about one thousand people 

attended the meetings.
7
   

Congress had legislated certain dates for the first solicitation to stress the urgency of 

getting the synthetic fuels industry up and running to abate the mounting risks associated with the 

country’s growing dependence on imported crude oil.  As further evidence of the national 

emergency, Congress amended the Defense Production Act of 1950 (DPA) to provide for a “fast 

start” interim assistance program utilizing existing federal departments and agencies.  This action 

would expedite the development and production of synthetic fuels to meet national defense needs.  

ESA directed the president to launch this program immediately upon enactment.  Congressional 
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conferees concurred, believing that no time should be lost during the period between ESA 

enactment and the presidential declaration that SFC was operational. 

Subsequent solicitations were in greater depth.  The April 14, 1983, “Competitive 

Solicitation for Oil Shale Projects, Standard Terms and Conditions,” numbered eighty-two pages, 

while the “Fourth General Solicitation for Synthetic Fuel Projects” dated February 16, 1984, 

totaled forty-four pages.   
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Table 10.1.  Solicitation Summary 

 

                                           Proposal                                 

                           Date       submission -------------------Proposals----------------------------- 

Solicitation       issued      deadline     Submitted    Rolled over      New    Resubmittals   

1.  Initial           11/21/80      3/31/81 68                 n/a              68               n/a 

     general 

 

2.  Second         12/11/81      6/1/82 35                   3               14               24 

     general  

 

3.  Third            8/19/82        1/10/83 46                   3               17               32 

     general     

 

4.  Western        1/20/83        3/15/83 6                  n/a                1                  5 

     oil shale         

 

5.  Gulf              4/25/83        7/25/83 1                  n/a                1                  0 

     lignite      

 

6.  Eastern         6/30/83        12/1/83 9                  n/a                7                  2 

     coal    

 

7.  Coal/            1/5/84           2/2/84 1                  n/a                 0                  1 

     lignite   

 

8.  Coal/water   1/5/84          6/15/84 11                n/a               11                n/a 

 

9.  Retrofit         2/16/84        6/21/84 2                  n/a                1                  1 

 

10.  Fourth         2/16/84        6/29/84 18                n/a                5                13 

       general      

 

11.  Eastern        5/28/85        7/8/85 10                n/a                8                  2 

       bituminous 

 

12.  Tar sands    6/24/85        8/30/85 4                  n/a                2                  2 

            
a. Data source:  Ralph Bayrer 
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Figure 10.1.  Initial solicitation for proposals (November 21, 1980) 
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 By statute, projects submitted under the several solicitation calls had to address 

procedures for environmental and health effects.  The proposals were required to present a plan, 

acceptable to the SFC board, for monitoring the environmental and health related emissions from 

construction and operation of the synthetic fuels plant.  This monitoring plan had to be developed 

after consultation with the Environmental Protection Agency, the Department of Energy, and 

appropriate state agencies. 
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During the interim “fast track” program, as authorized by the Defense Production Act 

(DPA) Amendments of 1980 contained within the ESA, DOE provided financial assistance to two 

projects:  Tosco/Colony Oil Shale, and Union Oil Parachute Creek Oil Shale.  The Great Plains 

Coal Gasification Project received its award under the Federal Nonnuclear Energy Research and 

Development Act and the Nonnuclear Act provisions of the Energy Security Reserve.  The DPA 

program was assigned to Deputy Assistant Secretary for Industrial Planning and Development 

Larry Lukens.  Under the DPA solicitation, eighteen proposals were submitted in November 

1980, and were quickly winnowed to ten –from which the DOE selected three projects to begin 

negotiations:  Tosco, Union, and Tennessee Synfuels Associates (TSA).  The TSA project was 

subsequently “deselected.”
8
   

When Reagan declared the corporation “operational,” on February 8, 1982, only the 

Colony/Tosco and the Union Oil Parachute Creek projects transferred to the SFC from the DOE, 

despite a recommendation from the White House that all three come under SFC auspices.  Noble 

was not favorably disposed toward the Great Plains Project, as he had “expressed strong doubts 

about the need for plants that produce natural gas . . . .”
9
  With no apparent shortage of natural 

gas, Noble did not believe that a large plant producing pipeline gas made economic sense or 

contributed new technology.  Congress had long been interested in Great Plains with specific 

                                                           
8
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9
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legislative support.
10

  Due to Noble’s overt reluctance to have the project transferred to the SFC, 

Sen. James McClure (R-ID), chair of the Senate Energy Committee, introduced an amendment to 

the Interior and Related Agencies Appropriations Bill for fiscal year 1982 requiring the Great 

Plains Project to remain at DOE.
11

  The conference report stated, in part, that “the Great Plains 

Gasification Project [will] remain under the jurisdiction of the Department of Energy and not be 

transferred to the Synthetic Fuels Corporation,” with funds made available by the DOE.
12

   

In early February 1981, Reagan announced that he was not disposed to continuing the 

funding for the synthetic fuels program.  Powerful Senate and House leaders reacted strongly.   

The chair of the Senate Energy Committee, Sen. James McClure (R-ID), quickly asked that the 

funds be restored.
13

  Prior to this time, a few days following Reagan’s election, three powerful 

and influential Republican senators – James McClure (R-ID), Pete Domenici (R-NM), and Henry 

Bellmon (R-OK) – wrote the president-elect asking him not to reject the SFC.
14

  As for the 

House, upon learning of the proposed budget cuts to synthetic fuels, the entire Democratic 

leadership warned Reagan not to touch the synthetic fuels subsidy created in 1980.  Rep. Jim 

Wright (D-TX) organized the effort with the help of House Speaker Rep. Thomas O’Neill (D-

MA).  Wright’s letter to the president pointed out that rescissions to the appropriations for the 

SFC would contribute nothing to efforts to balance the budget because if all went well no federal 

money would be spent.  Cutting back funding would indicate that the nation was not “really 

serious” about energy independence.  Projects must not be held back “by a false sense of 
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economy.”
15

  Opposition in the House and Senate to Reagan’s plans to slash the budget for 

synthetic fuels won the day.  The administration “pulled back,” but also did announce that it was 

committed to the eventual elimination of the DOE and the SFC.
16

 

The issue of funding and transferring the three projects to the SFC became such a volatile 

issue that President Reagan was asked “to resolve [the] sharp dispute within his Cabinet.”
17

  

James Edwards, secretary of Energy, pushed hard for federal guarantees for Union, 

Colony/Tosco, and Great Plains.  The SFC was still not operational and decisions rested with 

DOE.  David Stockman, the director of the Office of Management and Budget (OMB), did not 

support these guarantees, viewing them as unwarranted and contrary to Reagan’s policy of 

reducing federal subsidies to business.  Whether or not to provide federal support was a decision 

that should be made by the SFC after they were transferred to the SFC.  Stockman and Edwards 

were not on speaking terms as a result of this power struggle.  The standoff was compounded by 

political complications on the Hill.  Sen. James McClure (R-ID) was a strong supporter of 

synthetic fuels and the SFC.  Being displeased with the delay, he delayed confirmation hearings 

on four people nominated by Reagan to be directors of the corporation.  The impasse was 

resolved, with all three projects receiving financial assistance.  Despite Reagan’s dislike of 

federal guarantees to private business, the support on the Hill from both the Senate and the House 

forced Reagan to agree.  The president prioritized his battles and this was not a crucial one.  He 
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wanted to win the war of reduced taxes, more defense spending, and smaller government, and he 

needed the support of the House and Senate for these important crusades.
18

  

Ralph C. Blackwell, director of the DOE-DPA task force, reflected the feelings of Noble 

and Schroeder about two of these projects in an August 4, 1981, memo. 

I talked to Vic Schroeder at 2 P.M. on August 4, 1981 relative to SFC positions 

on two projects. . . .  Mr. Schroeder stated that the Chairman’s [Noble’s] is as 

follows: 

 Tosco 

Exxon is not formally committed to the Colony Project until 1982 and 

the Government should not guarantee until Exxon is committed. 

While the loan guarantee is necessary to permit Tosco to participate in 

the project, it may not be necessary for the completion and successful operation 

of the project.  This would raise a question of eligibility for SFC support. 

Great Plains 

 Chairman Noble feels that he and Secretary Edwards have had a full 

discussion on the issues.  In summary he [Noble] feels that it is inappropriate for 

the Government to underwrite the cost of the pipeline, natural gas prices, the cost 

of the plant and four companies in the joint ventures.
19

 

   

 Union Oil’s Parachute Creek project and the Tosco/Colony undertaking were transferred 

to the SFC.  The board at its December 11, 1981 meeting unanimously approved accepting them 

at such time as the corporation became operational.  In February 1982 (Executive Order 12346 – 

Synthetic Fuels), the SFC, pursuant to the provisions of the Supplemental Appropriations and 

Recession Act, assumed all of the DOE’s rights and obligations for Colony and Union.  The 

resolution specifically addressed only those projects that had been awarded financial assistance 

under the DPA’s “fast-track” criteria.
20

  The technology was innovative and new.  Each would 

produce liquids from shale, a totally undeveloped resource.  The SFC wanted Exxon formally to 

commit to its equity share in the project, which it did not do, and though these worries remained, 
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they did not prevent the project from being moved to the SFC.  Union Oil and Tosco were 

approved under the DPA “fast-track” and the provisions of the statute.  Therefore, the SFC, once 

declared operational, had to assume their responsibility.  Since Great Plains was not under the 

“fast-track” sections, the corporation was not obligated to tackle it.  

Great Plains Coal Gasification Project  

The Great Plains project became a curse for the government.  At one point, efforts were 

made to enlist White House counselor Edwin Meese to intercede personally with Noble and the 

SFC to provide financial assistance to the project.
21

  Great Plains desperately needed additional 

support and its sponsors wanted to apply to the SFC for a price guarantee.  Great Plains finally 

did submit a request for financial aid to the SFC on Sunday, March 15, 1981, in response to the 

initial SFC solicitation of November 21, 1980.  The corporation was concerned about assuming 

responsibility for a project that reflected questionable economics.  SFC staff held that there did 

not exist “sufficiently credible” evidence “to substantiate the need for SFC assistance.”
22

   

This project remained a favorite of House Majority Leader Jim Wright (D-TX), Sen. 

James McClure (R-ID), and Sen. Pete Domenici (R-NM).  Wright felt “fatherly” toward the 

corporation, having devoted much of his time and energy in 1979 and 1980 to getting the SFC 

legislation through Congress.
23

  These three met as a group on Thursday, October 27, 1983, with 

Noble and SFC general counsel Jeffrey Lipkin, to stress to Noble the critical importance of 

backing Great Plains.  According to Lipkin and board member Monks, Wright had “summoned” 

Noble to Wright’s chambers to demand that SFC proceed with a price guarantee.  Lipkin argued 

there were legal issues involved and that an open solicitation for a high-Btu project would be the 
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best way to proceed.  Noble agreed to this plan.  During the meeting, “Domenici became 

concerned about the pressure being placed on Noble and that it sounded to Domenici as possibly 

illegal and he would not be a party to such an effort.”
24

  Monks has recalled that in this gathering 

he had never seen such a public display of anger on the part of Wright, who went “ballistic” in the 

face of Noble’s simple and persistent unwillingness to bend to Wright’s demands.
25

 

Domenici and McClure had succeeded in putting language into the Continuing 

Resolution for Fiscal Year 1984 indicating support for Great Plains, and for all intents and 

purposes directing the SFC to assist the project.
26

  Wright was particularly peeved because the 

SFC was seeking coal-gasification plants to support, and here was the Great Plains Project “95 

percent complete” needing help.
27

  The meeting became intense, according to Lipkin, so much so 

that it was later described as “the most heated meeting ever on Capitol Hill.”
28

  There was 

concern that the Great Plains Project might default with respect to the loan guarantee from the 

Department of Energy, which is what eventually happened on Thursday, August 1, 1985.
29

  On 

October 31, 1989, the DOE sold the project to subsidiaries of Basin Electric Power Cooperative.  

The plant produces synthetic gas from coal and it is still owned by Basin Electric.  The DOE 

declared the Great Plains project “to be a substantial technical success” prior to its sale to Basin.
30
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Figure 10.2.  Ad promoting Great Plains coal-gasification plant in North Dakota (Washington Post, 

August 28, 1980, A25) 

 

 

Figure 10.3.  Logo for Great Plains synthetic fuel plant (Stan Stelter, The New Synfuels Energy 

Pioneers. Bismarck:  Dakota Gasification Company, 2001, 36) 
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Exxon/Tosco Colony Oil Shale Project 

 

Figure 10.4.  Oil Shale Country (Source:  Shale Country, Winter 1983, 9) 
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Exxon Corporation operated the Colony/Tosco Oil Shale Project.  Tosco, formerly The 

Oil Shale Corporation, applied to the Department of Energy under both its Nonnuclear Act 

(NNA) and Defense Production Act (DPA) (“fast-track”) solicitations of October 15, 1980, for a 

loan guarantee covering 75 percent of the cost of its 40 percent share in the Colony Project.  To 

qualify under DPA, Tosco agreed to provide the Department of Defense ten thousand barrels per 

day of military specification fuels to be sold at prevailing market prices.
31

  Tosco did not seek 

either a price guarantee or a purchase commitment.  In January 1981, Tosco was selected by DOE 

under the DPA for negotiations.  The DOE did receive “pressure from the [Carter] White House 

to fund the Tosco project.”
32

  The negotiations were held only with Tosco, not Exxon.  DOE was 

concerned about what Exxon would do.  Specifically, if DOE provided financial assistance to 

Tosco, would Exxon commit to fund its share of the project as well?  No assurances were 

forthcoming from Exxon.  Exxon refused even to talk to DOE.
33

  During the DOE/Tosco 

negotiations, DOE asked many times for a copy of the Joint Operating Agreement for the Colony 

Oil Shale Project (JOA).  Exxon refused to give permission to Tosco to provide the government a 

copy.  Exxon was obligated under the JOA “to cooperate reasonably in responding to requests 

with respect to meeting requirements arising from [Tosco’s] efforts to obtain its required funding 

for the Project . . . ,” but Exxon interpreted this language as “we will not talk to the government 
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nor will we share with the government.”
34

  Finally, the DOE did receive one copy with 

stipulations restricting its distribution.  Tosco submitted the same proposal to SFC on March 31, 

1981, in response to the first SFC solicitation.
35

 

The concern mentioned by Blackwell referenced earlier pertained to the JOA.  At no time 

during the negotiations and discussions with the SFC, DOE, and other government officials did 

Exxon officials participate.  Exxon refused, as the company had no desire for the government to 

be meddling in Exxon’s business.  Language in the JOA stated that Exxon was not obligated to 

commit or spend money on the Colony project, even if Tosco did.  Further, neither the DOE nor 

the SFC could obtain any sort of agreement, implied or otherwise, that Exxon would commit to 

the project.  Thus, the concern was legitimate.   

Exxon and Tosco each prepared detailed information papers in support of the Colony 

Project.  Exxon’s report was a ten-page white paper published in June 1980, entitled The Role of 

Synthetic Fuels in the United States Energy Future.  Tosco’s eighty-five page presentation, The 

Energy Crisis –Oil Shale: Part of the Solution, was issued in 1979.  Roger Chittum, a Tosco 

senior officer, recalled that in, 1979-1980, there was an argument being made by many in 

Washington, DC, that because oil shale alone could not solve the energy insecurity problem, it 

should not be developed.  Tosco believed oil shale was an important and vital part of the solution.  

Exxon’s white paper argued that oil shale would solve the problem, or at least a major part – after 

all, why would Exxon purchase Atlantic Richfield’s 60-percent ownership of Colony in May 

1980 for about $400 million?  Exxon had been on a spending spree, having purchased Reliance 

Electric Company a year earlier for over $1 billion.
36

  Tosco executives speculated that the 
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intended audience for the white paper was Saudi Arabia, in order to get them to end the deep 

recession attributed in large part to high oil prices.
37

  Saudi Arabian oil minister Yamani had 

made it clear during speeches in the Middle East that high oil prices would force Western 

countries and companies to develop alternate sources of energy, and that this move was not in the 

national interest of Saudi Arabia.
38

  If prices declined, Exxon made money; if prices continued to 

rise, Exxon made money and also had oil shale. 

Exxon made a formal presentation of its white paper on August 25, 1980, in Grand 

Junction, Colorado, at a meeting arranged by Club 20, a local, commercially oriented, group of 

leading business people in the area.  Because the Piceance Basin – about forty miles northeast of 

Grand Junction – played such an important role in Exxon’s plans, company officials had worked 

with Club 20 to organize a meeting in Grand Junction.  More than 400 representatives of 

government, business, and communities of the Western Slope met there.
39

  Similar conferences 

had been conducted by Exxon in Houston and Denver.   

The Club 20 gathering was hosted by former Colorado Gov. John Vanderhoof.  

Presentations by Exxon officials Fred Dunnstedt (senior vice president of Exxon USA), Bob 

Larkins (manager of Exxon USA’s synthetic fuels division), and Sam Vastola (manager, 

corporate planning, Exxon USA), stated that a synthetic fuels industry could start contributing to 

the domestic energy supply by the end of the 1980s and grow to a “large sustainable volume” in 

the 1990s.  Synthetic fuels were the alternative to continued reliance on imported petroleum 
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through the 1990s and beyond, and shale oil was economically competitive with imported crude 

oil.  Exxon projected that demand for synthetics would reach at least 15 million barrels per day of 

oil equivalent by 2010 – eight million barrels per day supplied by oil shale and seven million 

barrels per day from coal gasification projects.  This 2010 production volume would meet 12 

percent of the nation’s projected energy demands and would be augmented by alternative 

renewable sources, such as solar, and conservation.  Exxon suggested that this volume of 

synthetic fuels production, in conjunction with the augmented factors, would eliminate America’s 

dependence on foreign oil by the year 2010.  To accomplish this, it was imperative that planning 

and construction of synthetic fuels plants begin immediately.  Larkins addressed socioeconomic 

concerns commenting that by continuing the concerted efforts between the company and local 

governments, the number of workers could be accommodated in the Piceance Basin area without 

causing “social and economic chaos.”
40

   

Although Exxon was ranked number one on Fortune magazine’s top 500 industries list, 

the company still would not be able to afford the capital outlay for an oil shale development 

program requiring an estimated investment in excess of $3 trillion over the next thirty years.  

There was mention of – or implied in the language – the fact that Exxon would not seek or want 

assistance from the government:  The $3 trillion was “within the capabilities of private 

companies,” and “can be handled by the private sector.”
41

 

Previously in August 1980, Exxon had announced that an executive would move 

immediately to Grand Junction, Colorado, in recognition of the importance of the Colony Project 

both to the area and to Exxon.
42

  Seven months later in March 1981, Exxon reported a $75,000 
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grant “to get a synthetic fuels information and research center at the University of Colorado off 

the ground.”
43

  As recently as January 29, 1982, Exxon had told county officials that “their 

construction schedule [would] require a peak work force of 6,992 in 1985, for the shale facility 

and related projects.”
44

   

Tosco’s report went into considerable depth about the benefits to the US of the 

commercial development of oil shale, in conjunction with conservation, solar and other 

renewables, and the increased production of liquid fossil energy – which Tosco defined as a 

balanced energy program.  Tosco argued that the “energy crisis” was in fact an “oil problem.”  

The symptoms appeared when oil prices started to increase, led by OPEC decisions in 1972, and 

shortages became widespread following the oil embargo of 1973-74 and the trebling of oil prices.  

The 1979 Iranian revolution only exacerbated the problems.
45

   

Oil shale represented a new source of domestic fossil energy: (1) it was an ideal source of 

urgently needed premium-quality oil used in transportation, (2) its vast resources would yield a 

high volume of production well into the next century, (3) the technology was ready, (4) at a 

projected $25-per-barrel selling price, oil shale was the most economical of the synthetic fuels 

and the investment was less than that for offshore production, (5) oil shale development was 

compatible with the highest standards of environmental quality, (6) each 47,000-barrel-per-day 

facility generated 2,400 construction jobs, 1,000 permanent operating jobs, and approximately 

3,400 jobs in related areas of employment – a total of 6,800 new temporary and permanent jobs, 

and (7) a $1.2 billion investment in oil shale development would generate nearly $5 billion 
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additional in related domestic economic activity for each 47,000-barrel-per-day oil shale facility 

constructed.
46

 

Tosco owned 40 percent of the Colony Project, with Exxon as the operator owning the 

remaining 60 percent.  Initially in 1955, Tosco was founded as a research and development 

organization to cultivate new technology for the commercial production of high-quality fuels 

from oil shale.  Although Tosco later diversified into other energy-production areas, the 

continued development of commercially viable systems to produce oil from shale remained its 

primary corporate objective.
47

  For the Colony Project, Exxon and Tosco designed and printed an 

eighteen-page glossy, four-color brochure (cover shown in Figure 10.5), as well as two additional 

smaller ones – also glossy and four-color (Figure 10.6), with one eighteen pages and the other 

sixteen pages. 
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Figure 10.5.  Colony Shale Oil Project brochure 
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Figure. 10.6. Two small brochures describing Battlement Mesa and the project (Exxon/Tosco 1980) 

 

President Reagan announced on August 5, 1981, that his administration would support a 

loan guarantee award to Tosco.  With SFC personnel assisting in the negotiations, Secretary of 

Energy James B. Edwards signed a conditional loan guarantee agreement on August 6, 1981, for 

$1.2 billion to Tosco for its share of the project costs.  As required by the Defense Production Act 

under which the award was made, the Tosco loan guarantee was submitted to both houses of 

Congress on September 9, 1981, for a thirty-day review period ending on October 15, with the 

guarantee not being disapproved during that time.  The complete document package for the loan 

guarantee was finalized and signed on November 10, 1981.
48

  At the congressional hearing to 

oversee DPA financial programs, specifically the Tosco loan guarantee, Sen. Jake Garn (R-UT) 

commented that “if the Congress turned over the Sahara Desert to the Department of Energy, 
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within 2 years we would have a shortage of sand in the world.”
49

  Such was the general view of 

the DOE.  Tosco borrowed the money from the Federal Financing Bank, a department within the 

Treasury, paying a guarantee fee of ½ percent of the outstanding obligation in addition to the 

interest rate on the debt.  The interest rate was the cost of Treasury borrowings.  Disbursements 

were based on an agreed-upon “Disbursement Milestone Schedule.”
50

  

  Motivated by an upward cost spiral claimed by Exxon (soaring 200 percent and possibly 

higher), with a concurrent 15 percent decline in crude prices, Exxon unexpectedly announced on 

May 2, 1982, the termination of any further funding for the Colony Project.
51

  

Sunday May 2, 1982, quickly became known as “Black Sunday.”  The headline in the 

Weekly Newspaper of Glenwood Springs, Colorado, read “Jolt:  Exxon’s overnight shutdown 

stuns county.”  In part, the article said: 

The Sunday afternoon announcement rolled like a thunderbolt across Garfield 

County Monday and Tuesday, effecting [sic] virtually everyone [sic] of its 

citizens.  Some were jolted.  Others confused.  Many were angry.  Some wept.  

Some cheered.  Some got drunk on the proceeds from their last paycheck.
52

 

 

Reporter William Schmidt of the New York Times wrote that the shut-down “hit this tiny 

community [Battlement Mesa/Parachute, CO] like a sledgehammer Sunday.”  
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Exxon’s closing left over two thousand workers jobless.  The outcome all but erased 

Battlement Mesa, the town Exxon was developing for them, leaving “a city frozen in mid-burst, a 

city where old plans cruelly clash with new realities.”
53

  Colorado Gov. Richard Lamm called it 

“a disaster.”
54

 

 

Figure 10.7.  Photo of Exxon’s Battlement Mesa development at the beginning 
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Figure 10.8.  Planned development of Battlement Mesa 
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Figure 10.9.  Battlement Mesa, circa 1982 (Photo courtesy of Glenn Vawter) 

 

 

 

Figure 10.10.  Battlement Mesa circa 2010.  Photo courtesy of Glenn Vawter. 
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Many observers interpreted Exxon’s abrupt cancellation as the death knell for synthetic 

fuels in the foreseeable future.  John O’Leary, former administrator of the old Federal Energy 

Administration and first deputy secretary of the new Department of Energy, was instrumental in 

drafting the ESA.  He called the Exxon decision “a very, very serious blow for the entire 

synthetic fuels effort in this country.”
55

  When asked if he believed a need for synthetic fuels 

development remained, O’Leary responded: 

Yeah, I think the situation that we find ourselves in is not different from what it 

was in the summer of 1973 or yet again in the summer of 1978.  The difficulty 

here is chronic instability in the principal supplying area for the world, the 

Middle East, and if you take a look at our situation – the global situation – today, 

the same sort of catastrophic consequences would flow from an interruption 

which is no less probable today than it was five or 10 years ago. 

 

The basic cause of instability in the world energy market is still right where it 

was in the early ’70s, and as we found to our terrible perplexity in the late 1970s 

in the Iranian situation, and that is, most of the oil that’s traded in international 

commerce comes from the Persian Gulf, and that area is simply very, very 

unstable.
56

 

   

O’Leary opined that the Reagan administration’s basic energy policy relied much more heavily 

on markets and the free enterprise system than did the original SFC concept as it developed 

during the Carter administration.   

Tosco disputed Exxon’s cost estimates and did not believe that Exxon had sufficient 

justification to cancel the project.  Morton Winston, Tosco chief executive, commented that the 

“government will need to take a larger role in stabilizing the future environment in order for the 

plant [Colony] to get built now or later.”
57
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The newspaper nearest to the Colony Project, Rifle Telegram, boldly stated in large type 

“Exxon Slams on the Brakes.”  The accompanying article reported that Exxon’s president, 

Randall Meyer, said that the difficult decision was not made lightly and only after several “tough” 

and “careful” reviews of all the economic and other factors which affect a project of this nature 

and magnitude.
58

  Exxon had come to the oil shale industry with a bang in the summer of 1980 

and, less than two years later, it went out the same way.  The Colony closing, according to 

Colorado Governor Dick Lamm, represented “a devastating blow to the [Colorado] economy.”
59

   

With the closing and purchase of Tosco’s share, it was estimated that Exxon would have invested 

over $1 billion in Colony.
60

   

 

Figure 10.11.  Exxon check presented to Tosco to buy out Tosco's share of Colony Project (Winston 

on left and Lyon on right) 

 

As Exxon issued its press release announcing the termination of Colony’s activities, 

world headlines focused on only one thing: WAR.  Residents of Denver opened their Sunday 
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May 2nd papers to read:   British Planes, Warships Pound Falklands as War Breaks Out, 

Argentines Report British Invasion of Isles Repulsed.
61

   Despite the war, the main headline of the 

May 3rd Denver Post proclaimed “Exxon Will Close Shale Oil Project, Serious Blow to the 

Industry, [Gov.] Lamm says.”  Former Colorado Gov. John Vanderhoof called it “an absolute 

shocker.”  This action meant a loss of $85 million in annual payrolls for Western Colorado as 

well as upwards of 4,100 jobs – and, including the ripple effect, 8,000 to 10,000 people impacted.  

It was a body blow to the area, particularly after Exxon had paid $300 million in 1980 to Arco for 

Arco’s interest in the Colony project and had itself since 1980 invested $400 million in 

engineering design and construction.
62

  Colorado officials were so concerned about the possibility 

of violence following the announcement locally that State Adjutant Gen. J.L. France was 

prepared to send National Guard troops to western Colorado.  France alerted thirty security police 

from Buckley Air National Guard Base to be ready to be airlifted to Rifle, Colorado.  He had also 

asked the Wyoming National Guard to place two C-130 cargo planes on standby to airlift 

additional troops, if necessary.
63

   

John Sawhill, first SFC chair, saw no reason to go against the tide causing so many 

projects to cease – the economics were simply not there.  The best way to increase domestic crude 

oil supply was to raise the production of conventional energy sources by such means as enhanced 

recovery – increased use of new and improved technology in exploration and drilling, not federal 

assistance – from depleted oil fields and upgrade refinery capacity to handle heavier crude – the 

private market place, rather than the government, having the ability to increase the domestic 

supply of crude oil.  Rep. Wright (D-TX), an ardent SFC booster, boldly stated, “We need to 

remind ourselves that corporate policy and national policy do not always coincide.  What’s good 
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for Exxon is not necessarily good for the country.”
64

  Rep. Wright’s attitude toward the private 

sector stood in marked contrast to that of former Secretary of Defense Charles Wilson’s, whose 

statement Wright inverted.  Wilson had famously declared in his 1953 confirmation hearing, “. . . 

I thought that what was good for our country was good for General Motors, and vice versa.”
65

   

Only three days after Exxon made its announcement, the SFC president, Vic Schroeder, 

was in Denver to address a symposium of synfuels experts from the Rocky Mountain states.  

Schroeder offered a well-rehearsed spin:  “I tend to minimize the impact of its [Exxon’s] decision 

on the [synthetic fuels] industry.”  Continuing his rationalization, he said, “the probability of 

renewed hostilities in the Middle East and the prospect of additional economic shocks are 

imminent.  The rationale for the corporation [the SFC] was both strategic and economic.”  Not 

sure if he had justified SFC’s existence, “We [the SFC board] think that the development of this 

industry does do the Free World a service and furnishes an insurance policy against undue foreign 

influence in our economy and defense.”  In response to the increasing level of attacks on the 

mounting expenditures planned to help private industry, Schroeder testily replied, “We’re not 

afraid of a fight.  I’m in the job because of my attitude and experience.”
66

 

The $550 million Union Oil shale project in nearby Parachute Creek was not affected by 

Exxon’s decision, and was “proceeding rapidly” and “on schedule.”  The chair of Union, Fred 

Hartley, stated, “Union is taking full financial responsibility for investment without recourse to 

the American taxpayers in the event the plant is unsuccessful.  We are . . . fully confident our 
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project will be a technical and economic success.”
67

  In May 1982, Union’s proposed project was 

about one-fifth the size of Colony and was backed by $400 million in federal price supports.  

In the May 2, 1982, press release, Randall Meyer, president of Exxon USA, stated, 

“Exxon still believes that alternate fuels such as shale oil will be required to meet future U.S. 

energy needs. . . . Exxon believes that the final cost [to build the plant] could be more than twice 

as much as we thought it would be when we entered the project. . . . [I]n our judgment, the 

investment economics no longer support our continuing to fund the present project.”
68

  From 

1980 to 1982, the average world price of crude oil had decreased about 9 percent, from $37 per 

barrel to just over $33 per barrel.  Projections were that it would continue its downward trend.
69

  

In Tosco’s 1980 proposal for financial assistance, plans were to build and operate a 48,300-

barrel-per-day commercial oil-shale complex.  Total costs at that time were estimated at $3,434 

million.
70

  Exxon’s new reported estimate of the total costs (including Tosco’s 40 percent share) 

had escalated to between $5 and $6 billion or more.
71
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Figure 10.12.  Photograph of Tosco and SFC personnel during site visit to Colony Project (date 

unknown) 

  

Tosco did not then (nor does former senior management today) agree with Exxon’s view 

that costs were significantly more than originally anticipated.  Exxon had an inclination toward 

gold-plating and sloppy construction management.  These tendencies were primarily the result of 

laziness by a huge company with virtually limitless capital.  If you overspent, no one knew.  If 

you built something that failed or did not live up to expectations, however, your future at Exxon 

was in serious doubt.
72

  Tosco, a mouse to Exxon’s elephant, was much more sensitive and 

attentive to costs. 

John Lyon, Tosco senior executive and head of its oil shale operations, recalls the back-

story to the announcement of Exxon’s decision.  During the week of April 26, 1982, Randall 

Meyer called Morton Winston, Tosco’s chief executive, and Lyon to say that Meyer wanted to 
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meet as soon as possible, personally with them, at their offices.  They scheduled Friday, April 30, 

late in the day.  Winston and Lyon speculated about the upcoming visit, knowing it had to be 

extremely important for the senior officer of Exxon USA to come in person late on a Friday 

afternoon.  Meyer arrived with Lyon’s counterpart at Exxon, Bob Larkins.  Although Winston 

and Lyon had considered the possibility of a shutdown, they were still surprised by the news.  

Meyer stated that Exxon’s planning department had concluded there would be, within a year or 

two, a dramatic fall in the price of oil.  Furthermore, Exxon thought the depressed price would 

continue for several years.  As a result, Exxon had determined it was not a wise use of its capital 

to continue with oil shale development, and that it would stop funding its 60 percent share 

effective the next day, May 1.  Winston and Lyon excused themselves to discuss Exxon’s 

announcement.  They returned, telling Meyer and Larkins that Exxon might as well cease funding 

Tosco’s 40 percent share as well, because Exxon now owned it.  Meyer said Exxon figured that 

would be the response.  Therefore, Exxon would promptly pay Tosco the $382 million that Exxon 

owed under the “put” provision.  Winston and Lyon commenced calling Tosco’s directors for an 

emergency board meeting immediately after Meyer and Larkins left.
73

  On Saturday, before the 

public announcement by Exxon, Lyon called Glenn Vawter – senior vice president of Tosco’s 

shale operation – interrupting his son’s birthday party.  Lyon asked, “Are you sitting down?”  

Vawter sat down and Lyon told him “Exxon had pulled the plug and the Colony project was 

over.”  Tosco had an office in Denver with one hundred employees overseeing Colony.  Vawter 

told them Colony was over and they no longer had jobs.  On May 4, at 7:30 a.m., hundreds of 

men lined up to get their final paychecks.  The exodus from Battlement Mesa began in earnest on 
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the same day with families rushing to the First National Bank in Battlement Mesa to close out 

accounts.  Many began packing their belongings and pulling their children out of school – five 

weeks before the end of the school year.  Some workers were just getting settled in and with their 

$14.85-per-hour-pay had already purchased new cars, pick-ups, campers, and trailers.  They had 

“no safety net.”  As one bulldozer operator stated, “We were making good money and buying 

what we wanted.”
74

  A few weeks later, Vawter gave himself a pink slip.
75

 

Black Sunday continues to have ripple effects in the Grand Junction area, Jay Seaton, 

publisher of the Daily Sentinel of Grand Junction, commented as recently as June 26, 2012.  In 

the newspaper’s boardroom, hang two framed issues: May 3, 1982, and September 12, 2001.
76

  

Memories remain sharp for those who experienced that day.  Several people are even able to 

describe where they were and what they were doing when they first received the closing-down 

news.  Figure 10.8 is the front page of the Daily Sentinel of May 3, 1982. 
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Figure 10.13.  Front page of the May 3, 1982 issue of the Daily Sentinel of Grand Junction, Colorado 

Following Exxon’s announcement about shutting down the Colony Project, Chevron Oil 

announced it was suspending operations at its Clear Creek shale oil project.  Standard Oil of 

Indiana did likewise for its Rio Blanco Oil Shale Company, jointly owned with Gulf Oil 
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Corporation.  Neither of these enterprises had sought federal financial assistance.  Several other 

projects involving Occidental Petroleum Corporation, Tenneco, and Mobil Corporation were 

postponed as well.
77

  Because the oil shale industry had been “stopped dead in its tracks” by the 

Exxon decision, Mobil chair Rawleigh Warner proposed an oil shale consortium of about a dozen 

companies.  Initial response appeared favorable, but enthusiasm quickly faded.  Union Oil’s oil 

shale project remained the only one still being built.
78

 

One of the unintended consequences of Tosco constructing the Colony Project was a 

proxy battle with a Denver real-estate investor and developer, Kenneth Good.  During 1981, 

Good had purchased a large number of Tosco shares, approximately 8.8 percent of those 

outstanding, which was sufficient to make him the largest shareholder.  He was outraged over 

Tosco’s involvement with the Colony Project, in which costs had begun to spiral out of control, 

Good thought.   

In April 1982, Good made his approach with a series of full-page ads appearing in the 

New York Times, the Washington Post, and other papers.  Tosco quickly responded in kind with 

its own full-page advertisements.  Each side vigorously attacked the other.
79

  Tosco headlined one 

ad with “Good will be Good for Good, But will Good be good for you?”  Good is described as a 

“crapshooter” and a “gambler.”  Tosco referred to the Colony Project as the nation’s “crucial first 

commercial shale production facility.”  Good countered that the Colony Project, in which Tosco 

owned 40 percent, had been cursed with endless time delays and continually escalating costs.  

Tosco had a “put” option with Exxon whereby Tosco could sell its interest to Exxon, which Good 

estimated at $450,000,000.  Such a sale would inevitably enhance value to shareholders.  Good 
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had labeled his investor group the “Tosco Stockholders Protective Committee.”
80

  Following 

Exxon’s announcement that it was discontinuing the Colony Project, Tosco placed another full-

page ad, titled “Bulletin, From Tosco Management.”  The management explained the Exxon 

decision and Tosco’s put option, worth about $380,000,000.  With the net proceeds, the company 

intended to make a special shareholder distribution.  Tosco regretfully acknowledged that “the 

discontinuance of Colony is a grave setback to the national program to launch a commercially 

viable synthetic fuels industry.”
81

   

Good placed yet another full-page ad in major newspapers, headlined, “A Question of 

Business Judgment.”  With Exxon’s exit, Good argued that his position had been proven correct.  

He quoted a recent management letter stating, “The Colony Project is under excellent control.  

Costs are not out of control.”  And yet, according to Good, Exxon terminated the project three 

days later, saying that costs continued to escalate and market conditions did not justify such a 

large investment.
82

  At the May 11, 1982, Tosco shareholder meeting, Good’s slate of five 

directors was defeated by management’s slate, with a 5-to-3 margin.
83
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Union Oil Parachute Creek Oil Shale Project 

In response to the DOE solicitation of October 15, 1980, Union Oil Company, under the 

DPA submitted, a proposal for a price guarantee/purchase commitment for ten thousand barrels of 

oil equivalent per day in jet aircraft and diesel fuel for the DOD.  Since Union received its 

financial assistance under the auspices of the Defense Production Act of 1950, the DOD had right 

of first call on any production from the plant.  In mid-January 1981, Union submitted an identical 

proposal to SFC under the SFC’s November 1980 solicitation.  On July 29, 1981, President 

Reagan authorized a federal price guarantee/purchase commitment for Union, with the finalized 

agreement signed on July 30, 1981, by Secretary of Energy James B. Edwards.  The contract 

provided that DOD would pay the prevailing market price for the entire product it received.  Any 

difference between this price and the guaranteed floor price as specified in the contract would be 

paid by DOE, up to a maximum outlay over a seven-year period of $400 million.  The base price 

was listed as $42.50 per barrel, escalated for inflation.
84

  

The Union Oil Parachute Creek Shale Oil Program transferred to SFC when SFC was 

declared operational by Reagan on Monday, February 8, 1982.  The chair of Union, Fred Hartley, 

liked to point out that Union’s involvement with shale and other experimental projects dated from 

the 1920s, and this experience provided the company and its people with a better perspective than 

Exxon – “Union takes a long-term [sic] view of the oil shale industry.”
85

   

“The change in world energy conditions, coupled with difficulties in achieving 

satisfactory operation of Phase I, led Union in 1985 to reassess” its program.
86

  Discussions 
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between SFC staff and Union during spring 1985 resulted in an amendment to the original DOE 

financial-assistance contract negotiated in August 1985.  The terms of this amendment, executed 

in October 1985, provided for additional assistance up to a maximum of $500 million in the form 

of loan and price guarantees.
87

  Union had submitted a request proposal to SFC on December 14, 

1982, that would assist Union in developing Phase II of the Parachute Creek program.  By June 

1984, SFC and Union had negotiated a final draft agreement for financial assistance.  The SFC 

board lacked a quorum, however, which prevented the corporation from taking any formal action. 

Union obtained all major federal and state permits and submitted an Environmental 

Monitoring (EMP) to the SFC, the EPA, the DOE, and the Colorado Department of Natural 

Resources.  Corporation staff determined that Union’s EMP was consistent with SFC guidelines 

and provided a sound basis for environmental monitoring of the project.
88

 

Union prepared and published two different glossy, four-color brochures for its Parachute 

Creek Shale Oil Program – one sixteen pages and the other eighteen (covers shown in Figures 

10.14 and 10.15). 
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Figure 10.14.  Union Oil Parachute Creek Shale Oil Program brochure (October 1981) 
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Figure 10.15.  Union Oil Parachute Creek Shale Oil Program brochure (August 1982) 

 

Figure 10.16.  Drawing of Union Oil Parachute Creek shale oil plant 
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James Weith was the Union Oil retort process foreman at the time.  The retort is a device 

for heating a material, such as oil shale, to recover vapors that can be condensed into a liquid 

product.  Weith wrote that Union Oil “shut down the project in [June] 1991,”
89

 with Union 

saying, in essence, that the company believed it had learned all it could.  Richard Stegemeier, 

Unocal chair since Union Oil changed its corporate name, stated, “We [Unocal] have operated the 

project for nearly 5 years and produced nearly 4.5 million bbl of high quality synthetic crude oil, 

making this the largest oil shale effort in U.S. history.”
90

  Weith commented that the “plant was 

able to operate in the black in random months. . . [It] needed to run for 20 days in any month in 

order to get into the black.”  Weith observed that as they “learned more about the process, [they] 

began to have a quarter in the black as well.”  He offered that Unocal was making “real progress 

in the field” when the plug was pulled.
91

  Weith suspected that a major contributing factor to the 

shutdown was an unfriendly takeover offer for Unocal from T. Boone Pickens in 1985.  At this 

time, Pickens was chair of Mesa Petroleum Corporation and an advocate of creating value for 

shareholders of what he determined were poorly managed and undervalued companies.  He 

became known primarily as an unfriendly “takeover” investor.   

By February 1985, Pickens and a group of investors had purchased 7.9 percent (13.8 

million) of the outstanding shares of Unocal, and the investing group planned to purchase 

additional amounts.
92

  Pickens and his group eventually controlled 13.6 percent of Unocal stock.
93

  

The Pickens investor consortium announced a tender offer on Monday April 8, 1985, for an 

additional 64 million shares of Unocal at $54 per share, giving Pickens slightly more than 50 

percent of the outstanding shares.  Unocal countered by offering to exchange up to $6.3 billion of 
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new indebtedness for 87.2 million of its shares.
94

  In a last-ditch effort to defeat this bid, Unocal 

increased its outstanding indebtedness from $1.2 billion to $5.3 billion by way of an exchange 

offer of $4.1 billion in senior secured notes for 57.7 million shares of Unocal common stock.
95

  

This huge debt burden severely curtailed Unocal operations.  One project that ended up suffering 

the consequences was the Parachute Creek oil shale facility.
96

  Fred Hartley, Unocal chair and 

chief executive, had announced that capital spending would have to be “trimmed by an estimated 

$200 million to $300 million” due to increased debt expenses.
97

  This situation represented a huge 

personal setback to Hartley, as he had been a strong supporter of oil shale since 1955 when he 

was appointed the first director of Union Oil’s comprehensive oil shale research and development 

program.  Hartley had argued in June 1957 that he had confidence in the future of oil shale; 

Colorado possessed “mountains of oil,” and he felt the problems associated with the development 

of oil shale could be overcome.
98

 

Unocal officially closed the project in June 1991.  The Los Angeles Times reported that in 

a last gasp for Jimmy Carter’s synthetic fuels effort, Unocal would cease operations at its $650 

million shale oil project in Parachute Creek, Colorado, citing “continued losses.”  The closure of 

this thirteen-year-old effort by the only remaining commercial shale oil operation signaled the 

end of major efforts to develop oil shale to displace imported crude oil.  The company blamed 

falling oil prices, at that point about $20 per barrel, and production problems.  The original plant 
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was designed to cover Unocal’s costs with oil at $42 per barrel and production volume at 10,000 

barrels per day for 330 days a year.
99

 

Both oil shale projects that were provided financial assistance by the government 

received unsolicited and unfriendly takeover offers.  The attacking parties did not consider the oil 

shale activities of Unocal and Tosco to be wise uses of corporate assets.  Within the Great Plains 

Project, MidCon Corporation, a 15-percent partner, became concerned about a hostile takeover – 

so much so that MidCon increased its credit line to $2.5 billion.  Tenneco, the largest partner 

holding a 30-percent ownership share, approved anti-takeover measures and faced the threat of 

hostile shareholders wanting to force Tenneco to restructure so as to maximize shareholder 

value.
100

  The financial marketplace did not view the synthetic fuels activities of Unocal, Tosco, 

and MidCon – even with federal financial assistance – in a favorable light. 

 Although not granted any SFC financial assistance, Occidental Petroleum Corporation 

and Tenneco had an oil shale project in the Colorado Rockies named Cathedral Bluffs.  

Occidental had applied for SFC assistance, but never received any.  Two glossy, four-color 

brochures were prepared (see Figures 10.17 and 10.18). 

The Occidental/Tenneco Cathedral Bluffs Shale Oil Company provides an insight into 

the Reagan administration’s negative attitude toward government intervention.  Armand Hammer, 

chairman and chief executive of Occidental and a resident of Los Angeles, wanted to influence 

and speed the SFC’s progress on the proposal submitted by Cathedral Bluffs on January 10, 1983.  

He wrote a personal letter to Reagan on February 12, 1983, with a memorandum.  This memo 

outlined all the major points made to the corporation, and ended with:  “the sheer magnitude of 
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our project [$2.65 billion] could get bogged down in Washington.  Attention from the highest 

levels of government would prevent that from happening.  Your [Reagan’s] willingness to call the 

project to the attention of those levels would be very useful . . . .” (emphasis added by author)
101

 

The White House, sensitive to this brazen attempt for special consideration, spent several 

weeks determining who should respond and with what words.  Danny Boggs of the White House 

staff opined, “Since the SFC is an independent corporation, I think nothing more than a routine 

acknowledgement (if that) is appropriate.”
102

  After several drafts, Edwin Harper, assistant to the 

president for policy development, replied with a carefully worded letter that was bland and 

nonspecific, except for the sentence describing the corporation as “an independent entity that is 

not subject to the direction or control of the President.” (emphasis added by author)
103

  

Previously, Harper had submitted a draft of his reply to Fred Fielding, counsel to the president, 

who advised Harper that his draft made the central point that the SFC was an independent 

authority not subject to presidential direction.  However, the draft was a shade too enthusiastic in 

expressing admiration for Occidental’s efforts and process.  Fielding advised that the final letter 

tone down enthusiasm to the point it was “equally polite while minimizing the risks of 

misinterpretation.”
104

  Ed Noble replied on behalf of the SFC on February 22, 1983, after his 

letter was approved by the White House.  Noble provided Hammer a status update on the project:  

It passed the SFC’s board “maturity decision” on February 17; however, representatives of 

Occidental did not attend a preliminary negotiating meeting held on February 15, while 

representatives of Tenneco did.  Noble closed by notifying Hammer that if there were better, 
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more competitive projects that would allow “more prudent utilization of the taxpayers’ money,” 

Cathedral Bluffs would not be chosen.  Noble was confident that the directors, officers, and staff 

of the SFC were capable of making the correct decisions.
105

 

 

Figure 10.17.  Occidental Petroleum Corporation Shale Oil Project brochure 
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Figure 10.18.  Occidental Petroleum Corporation Shale Oil brochure 

 

Cool Water Coal Gasification 

Cool Water Coal Gasification was awarded a $120-million price guarantee by the SFC in 

July 1983.  This price was inflation adjusted (at $12.50 per million Btus plus escalation for the 

first 9 trillion Btus, and then $9.75 per million Btus plus escalation for the next 11 trillion Btus) 

to the Cool Water Coal Gasification Project, which generated electric power for Southern 

California.
106

  The sponsoring consortium included Texaco Inc., Southern California Edison, 

Bechtel Power Corporation, the Electric Power Research Institute, General Electric, the Japan 

Cool Water Program Partnership, Empire State Electric State Electric Energy Research 
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Corporation, and the Sohio Alternate Energy Development Company.  The plant was located in 

the Mojave Desert near Barstow, California.  The plant was a commercial scale facility designed 

to process a variety of coals.  Construction on the facility began on December 15, 1981, and was 

completed by May 1, 1984, one month ahead of schedule.  Commercial production of electricity 

began on June 24, 1984.   The original estimated capital cost for the plant was $294 million and 

the actual completed cost was $278 million.  SFC monitoring of Cool Water began when the 

corporation’s price guarantee was executed.  Environmental monitoring by the SFC included 

areas of water, solid waste, worker health and safety, and socioeconomic impacts involving the 

collection of and analysis of both permit-mandated monitoring data and supplemental monitoring 

data.
107

  

Due to declining energy prices and reduced demand for electricity, however, Cool Water 

went offline in 1989, and a formal closure plan was submitted in 1998.
108

 

Dow Syngas Project 

The Dow Syngas Project, which produced power in existing gas turbines, received a ten-

year price guarantee on April 26, 1984 of $620 million at $12.50 per million Btus, inflation 

adjusted for the first 10,950 billion Btus, and $11.00 per million Btus plus inflation thereafter.  

Like Cool Water, the Dow Syngas Project was completed within budget and on schedule.  The 

project was sponsored by Louisiana Gasification Technology, Inc., a wholly-owned subsidiary of 

the Dow Chemical Company.  It was located within Dow’s existing chemical plant complex in 

Plaquemine, Louisiana.  The facility produced power for existing gas turbines.  Programmatic 

analysis by SFC staff indicated significant replication potential for various grades of coal.  Dow 
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Syngas prepared a detailed Environmental Monitoring Plan that was agreed to by the SFC, DOE, 

the EPA, and the State of Louisiana.
109

 

After operating for almost a decade, the plant closed operations in 1996.  Dow Syngas 

operated flawlessly, for all intents and purposes, and provided a significant learning experience 

for the operators.
110

  

Forest Hill Heavy Oil Project 

In September 1985, the Forest Hill Heavy Oil Project (a recovery program) received a 

maximum loan guarantee of $24.4 million and a price guarantee of $35.6 million, increasing to a 

maximum of $60 million – with the inflation-adjusted price guarantee set at $40 per barrel for 

production equal to or less than 500,000 barrels, and $37.50 per barrel when production exceeded 

500,000 barrels.  The sponsor was Greenwich Oil Corporation.  The project was located in Woo 

County, Texas.  Forest Hill produced heavy oil using an in situ combustion process known as 

oxygen fireflooding.
111

   

Even though this project was completed within budget, “[a]fter two years of operation, it 

defaulted on its guaranteed loan, and filed for protection under the bankruptcy code.”
112

  

Peat Methanol Associates/First Colony Project  

By spring 1985, the SFC also entered into a cost-sharing agreement with Peat Methanol 

Associates (PMA) partnership, also known as the First Colony Project, to refine their project.  

Maximum obligation to the corporation was $820,750, of which only $467,507 was provided to 

PMA.  This project intended to produce about 63 million gallons of methanol from peat each 

year.  Following withdrawal of support by the sponsors, this project was eliminated from further 
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consideration.
113

  The US General Accounting Office issued a report, “Circumstances 

Surrounding the First Colony Peat-to-Methanol Project,” on November 10, 1983, questioning the 

wisdom of the SFC board in selecting this project.
114

  As mentioned previously, CIA director 

William J. Casey, as well as several former high-ranking Ford administration officials, financially 

backed this project.
115

  Either by coincidence or design, Reagan had nominated, in early 1982, 

former senior CIA executive Robert W. Gambino to be SFC deputy inspector general.  Gambino 

had worked for the CIA for ten years, from 1970-1980, both overseas and in the United States.  

Most recently, he had been CIA director of security from 1975-1980.
116

 

Santa Rosa Tar Sands Project 

The PMA project garnered an extra measure of public attention because of Casey’s 

involvement.  Another program that attracted congressional notice was the Santa Rosa Tar Sands 

Project in New Mexico.  The House of Representatives Government Operations Subcommittee on 

Environment and Natural Resources held a public hearing on the Santa Rosa Project on 

December 8, 1983.
117

  Noble had signed a letter of intent on January 17, 1983, to provide this 

undertaking with $42.6 million in financial assistance.  The SFC board subsequently withdrew 

the letter of intent on October 22, 1983, due to the departure of the project’s principal equity 

sponsor, the Foster-Wheeler Energy Corporation.  Events surrounding the issuance and 

withdrawal of this letter raised considerable congressional concern about the corporation’s 
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diligence in evaluating proposals.
118

  The primary issue centered on the inadequacy of the 

project’s reserves to support the plan.  Solv-Ex, the sponsor, had misrepresented the quantity of 

resources available to support the project, as they were insufficient.  Solv-Ex had possibly 

violated federal securities laws.  The Santa Rosa Project was basically a fraud.  It was ultimately 

rejected by SFC staff.
119
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Chapter 11:  Conclusion 

 

On June 28, 1985, as required by the ESA, the United States Synthetic Fuels Corporation 

submitted to Congress its Comprehensive Strategy Report.  Although it was a year late, the report 

set forth SFC board recommendations: 

After careful and extensive consideration, the Board has now concluded that, 

under current conditions, it is not possible to achieve the national production goal 

within the requirements of the Act; accordingly, the Board cannot formulate a 

strategy to achieve the production goal.
1
 

 

During its lifetime, the SFC experienced an incredibly high turnover rate in both board 

and senior officer positions – one recess-appointed chair, followed by an acting chair, and finally 

a presidentially nominated and Senate-confirmed chair.  The four board members, who received 

recess appointments from Carter, all resigned in tandem with Sawhill on January 30, 1981.  

Except for Noble, all the members of Reagan’s original board of four also eventually resigned.  

Then several of the replacement board members resigned, along with fifteen senior officers.  This 

recurring exodus made it difficult, if not impossible, for SFC to maintain any continuity – let 

alone forward momentum – in its operations because at several points, the board of directors was 

without a quorum to make decisions.  The senior staff experienced little turnover, while diligently 

and conscientiously pursuing project analysis and project recommendations to board members.  

They suffered from the lack of consistent and effective leadership. 

An editorial in the January 2007 Wall Street Journal described the Synthetic Fuels 

Corporation as “one of the more notorious Washington boondoggles of all time, having spent 
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$2.1 billion of tax dollars on alternative fuels before declaring bankruptcy.”
2
  This 

characterization remains the perception of the SFC in Washington and the rest of the nation even 

today.  Ralph Bayrer, a former SFC officer, wrote a letter to the editor replying to this editorial.  

He stated that the corporation did not declare bankruptcy, but rather was terminated prematurely 

by Congress, and spent barely one billion dollars.  It did fund four projects:  two coal gasification 

plants, one oil shale project, and one heavy oil endeavor.  The heavy oil one was unsuccessful, 

while the oil shale facility achieved three-quarters of its design output.  The two coal gasification 

projects were fully successful, operating for years above design capacity.  SFC’s monitoring of 

these projects established the environmental acceptability of synthetic fuels.
3
 

A former counsel for the House Subcommittee on Environmental, Energy, and Natural 

Resources investigating the corporation commented that the SFC became the Reagan 

administration’s dumping ground for people to whom they owed favors.  The SFC hired the son-

in-law of President Richard Nixon, Edward F. Cox, who eventually became general counsel of 

the corporation.  After Cox resigned from Synfuels, he joined the board of Noble Affiliates, Inc., 

of Ardmore, Oklahoma, the company started by Noble’s father.
4
  Cox had planned to stay no 

more than “a short while” when he joined the corporation in 1981.  When he left after two years, 

he joined the New York law firm of Reid & Priest as a partner.
5
  When Reagan won the 1980 

presidential election, Noble had thought he at least would get a cabinet position, based on his 

involvement with the Heritage Foundation, his monetary contributions to the presidential 
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campaign, and having tried, although unsuccessfully, to be elected to the US Senate from 

Oklahoma as a Republican senator.
6
  Noble was a founder and significant supporter of the 

Heritage Foundation, and reportedly gave the foundation the building it occupied.  The 

Foundation was a major supporter of Reagan’s presidential campaign.   

On December 19, 1985, legislation was passed by Congress that terminated any further 

funding to the corporation.
7
 The SFC was in negotiation with various parties on thirteen projects.  

When Rep. Mike Synar (D-OK) and Rep. Howard Wolpe (D-MI) introduced this legislation in 

February 1985, Synar stated, “Killing the Synthetic Fuels Corporation is the easiest budget 

decision that Congress will get,” calling the SFC “a corporate welfare program for some of the 

Fortune 500 companies.”
8
 

Following passage of the funding-termination legislation, the corporation closed up shop 

on Friday, April 18, 1986.
9
  Congress had passed the ESA in response to long lines at the gas 

pumps in mid-1979.  At that time, the strongly held conviction was that the national security of 

the United States depended upon the ability to convert the nation’s abundant resources of coal 

and oil shale into liquid and gaseous fuels.  Carter had presented his idea in a military-like 

atmosphere.  Now, in late 1985-1986, the gas lines had evaporated along with the sense of 

urgency.   

Noble departed in February 1986 and in April 1986, ongoing projects and other business 

were transferred to the Department of the Treasury.  Journalist Rochelle Stanfield of the National 

Journal, interviewing Noble about his SFC experience, opined, “Lots of books are bound to be 
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written about the failed synfuels experiment,” but none by him, Noble replied.
10

  To date, only 

one book has been written on the topic, Ralph L. Bayrer’s The Saga of the U.S. Synthetic Fuels 

Corporation (2011).
11

  One essay has also been published, Sabrina Willis’s “The Synthetic Fuels 

Corporation as an Organizational Failure in Policy Mobilization,” which appears in an edited 

volume, The Unfilled Promise of Synthetic Fuels.
12

  The SFC did have achievements, despite 

challenging political and economic circumstances, having funded four successful projects that 

demonstrated that the technology of the projects worked.
13

    

Many supporters and critics argued that Noble was “in over his head,” “overwhelmed by 

the job,” and “not in control of the agency.”  Stanfield’s article pointed out that Noble had altered 

his initial view from an earlier recommendation to terminate the SFC, as reflected in the 

“Transition Report,” to a mindset of wanting it to succeed.  Noble acknowledged that he came 

into his position with a “naïveté” about Washington and the way it worked, but learned quickly.  

After Noble admitted he had moved from advocating the SFC’s demise to favoring its 

continuation, many on Capitol Hill gave him the benefit of the doubt, along with credit for being 

able to change his mind.  Once they had dealt with Noble, however, Capitol Hill people came to 

acknowledge that his transformation was a sign of weakness.   Rep. Toby Moffett (D-CT) and 

congressional counsel Edith Holleman observed that Noble did not cope well with the constant 

and insistent pressure from Congress; they recalled that it was difficult to schedule congressional 

hearing dates with Noble because his diverticulitis often would flare up and send him to the 
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hospital.
14

  Noble argued that the charges he mismanaged the corporation were unjustified.  He 

said the directors lacked knowledge about how the federal establishment worked and were unable 

to understand quickly the vast differences between the private and the public sectors.  According 

to Stanfield, the SFC was slow to comprehend distinctions between the private sector perspective 

and government’s perspective.  What appeared clearly as “prudent business practices” in the 

private arena would be viewed as hesitation or “hidden agendas” by elected officials.  Noble felt 

enormous pressure “to do something now,” even if it led to “expensive dead-ends.”  Noble ended 

the Stanfield interview by stating that he would not take “that kind of guff again,” referencing the 

intense interrogations he suffered before House and Senate committees and subcommittees.  

Having been in private business all his life, Noble found the switch from the private sector to a 

high profile and visible public sector position challenging and frustrating.
15

  Bottom line, Noble 

lacked the support of Reagan. 

At the time of his SFC appointment, Noble was a director of Noble Affiliates and resided 

in Tulsa.  He had decided to work in real-estate development in Atlanta.  When he took the 

position of SFC chair, he hired many of his Atlanta employees for SFC positions.  Victor 

Schroeder, the senior officer of Noble’s Atlanta operations, was nominated and confirmed as an 

SFC board member and SFC president.    

The criticism that hurt Noble the most involved the high salaries and benefits paid to SFC 

employees.  For his first two years there, Noble accepted no salary, returning to the SFC his 
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prorated annual pay of $69,630 for the remainder of his term ending on February 14, 1986.
16

  He 

believed that what the SFC accomplished would “be good for the long-term benefit of the 

country.”
17

 

Board member Robert Monks has provided a first-hand account of the SFC and his days 

with it from the perspective of being the only outside member of the board to have an office at 

SFC headquarters.  Monks worked there almost every day from 1981 through 1983 in an office 

assigned to him, and also attended White House, Central Intelligence Agency, and congressional 

meetings with Noble and Schroeder.
18

  Monks described the SFC as “a grand experiment,” the 

biggest of its kind:  government assistance to develop an industry.  Monks adhered to the Reagan 

administration ideology that government does not belong in the energy industry.  He did believe, 

though, that government just might make a big difference in developing an industry to lessen the 

nation’s dependence on imported crude oil – if that industry were designed correctly and 

structured properly.  Eventually projects would go to the private sector, but the government could 

help.  After being on the board and having daily interaction with Noble and Schroeder, his 

opinion quickly changed from favoring government assistance to favoring the immediate 

cessation of SFC activities.  His experience convinced him that government could not help and 

that the private sector must be allowed to function autonomously.  He considered SFC’s senior 

management to be in disarray, dysfunctional, with no direction or leadership, and questioned 

some of their actions, including the vote trading that prompted Schroeder’s resignation as 

president and the forced resignation of Thompson following the hearing before Rep. John 

Dingell’s (D-MI) committee.  In 2012, Monks’s opinion is that the private market works, and that 
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the nation’s current natural gas surplus and increased domestic oil production are proof that it 

works.  

Total funds spent were about 2 percent of SFC’s original authorization (Table 11.1). 
19

 

 

Table 11.1.  Total SFC expenditures during its existence (1980-1986) 

Project assistance 

Cool Water              $105.0 million 

Forest Hill                $36.5 million 

Union Oil/Parachute Creek            $134.2 million 

Dow Syngas              $576.9 million 

Administrative expenses 

SFC (1981-1986)               $96.3 million 

Treasury                $11.5 million 

 

Total:         $960.4 million 

 

 From 1980 to 1986, the price per barrel of domestic crude oil declined over 42 percent, 

from $21.59/bbl to $12.51/bbl (see Chart 11.1 below).
20

  This dramatic drop affected the 

economic viability of synthetic fuels plants for private industry.  Equally important, the political 

winds had shifted 180 degrees, from Carter’s belief that government was capable of solving the 

nation’s problems to Reagan’s conviction that government was the crux of the problems and not 

the solution.  In his Energy Position Paper, Reagan wrote that he “favor[ed] elimination of the 

Department of Energy and of federal allocation rules.  The reorganization plan that aggregated so 

much power over the energy field into a single department and its bureaucrats has proved to be 

unsuccessful.”
21

  Reagan strongly advocated limiting the role of government intervention in the 

private sector.  Instead, he wanted to allow the free market to operate unrestricted by any 
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intrusion by the federal government.  In his Program for Economic Recovery, President Reagan 

bluntly observed, “the most important cause of our economic problems has been the government 

itself.”
22

 

Crude Oil Prices

Annual Average Domestic Crude Oil Prices

Nominal Dollars per Barrel, 1970-1990

Source:  Historical Oil Prices Chart,

Inflationdata.com/inflation/inflation_rate/historical_oil_prices_table, accessed March 19, 2012.
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Chart 11.1.  US crude oil prices, 1970-1990 

 

 The United States Synthetic Fuels Corporation failed for eight reasons.  First, it did not 

have an auspicious birth.  It took most of a year to produce the legislation for Carter to sign.  

During this time, Carter easily became focused on the Iranian hostage crisis, the Soviet invasion 

of Afghanistan, the Chrysler Corporation federal loan guarantee, and the potential threat to his 

presidency from Sen. Ted Kennedy (D-MA).  Once he had signed the legislation, Carter had a 

difficult time finding people to nominate for the SFC’s board of directors.  His primary search 
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was for an individual from the private sector with experience in large construction projects, but 

Carter was rebuffed because of the upcoming presidential election, a private industry dislike of 

the Carter administration, and Sawhill’s sub-rosa campaign to make certain Sawhill got the nod.  

In one embarrassing episode, the White House deliberately leaked the story that Fletcher Byrom, 

chair of Koppers Company, would be picked to lead the SFC and that a public announcement was 

imminent.  Five days later, after several press reports on his forthcoming nomination, Byrom 

asked that his name be withdrawn from consideration because of “uncertainty” that might 

adversely affect Koppers.   Four other candidates also turned down the appointment because of 

political uncertainty about securing Senate confirmation before the 1980 presidential election.
23

 

When Carter found nominees, he could not get the Senate to confirm a sufficient number to 

ensure a quorum, resulting in recess appointments and an inability to declare the SFC 

“operational” as defined by the statute.   

Second, Carter’s board chair, John Sawhill, interpreted the ESA as permitting “market” 

salaries.  Once the levels he had committed to officers became widely known, a public firestorm 

erupted.  As John Deutch commented, the ESA did allow salaries above government levels, but 

not “market” rates and certainly not as high as Sawhill had recommended. 

 Third, after Sawill’s termination, Jack McAtee stepped in as acting board chair.  His lack 

of familiarity with Washington ways and politics made him a natural target for Congress. 

Members considered him flippant, arrogant, inconsiderate, and combative.  This relationship did 

not help the public image of the corporation. 

Fourth, with Reagan’s election, the entire paradigm of government shifted dramatically.  

The equation changed between government and the private sector, with government taking a less 
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active role.  Carter had championed his Energy Security Act as “a very good example of how 

Government” could devise, through its own actions, a comprehensive national energy policy.
24

  

At the time Carter presented his July 15, 1979, energy proposals, Dick Kirschten of the National 

Journal wrote:  “President Carter’s energy program amounts to nothing less than a massive 

federal intervention in the energy business.”
25

  Under Reagan, the free market trumped 

government interference.  Following his election, Reagan received a memorandum from the 

thirteen members of his Coordinating Committee on Economic Policy, bluntly stating:  “The 

battle between government . . . and the private market is nowhere more apparent than in energy, 

where the market has a decisive comparative advantage.  Government intrusion into energy 

production and use provides a glaring example of how [this] costs us dearly.”
26

  Committee 

members argued that market pricing and market incentives would accelerate the development of 

domestic resources as alternatives to imported oil.  Turning attention to the corporation, the 

memo again was to the point:  “The Synthetic Fuels Corporation is incompatible with the free 

market pricing of energy and should be promptly eliminated.”  The authors also concluded that 

the DOE had become unwieldy and unmanageable, comprised of programs ranging from essential 

to useless.
27

   

Reagan saw no value in the SFC, but he knew it had bipartisan support on the Hill.  The 

future president succinctly described his energy policy in 1978:  “Our problem isn’t a shortage of 
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fuel.  It’s a surplus of Government.”
28

  At a campaign stop in Greensboro, North Carolina, 

Reagan asked his audience rhetorically, “Does it take a genius to figure out that the answer to our 

having all we need and no more being dependent on OPEC is to turn the energy industry loose 

[from government regulations and controls] to produce all the natural oil and natural gas that 

there is to be found?”  Reagan argued that for the first seventy-five years of the twentieth century, 

the United States had abundant, cheap energy, and that the energy problems existing in 1980 

resulted from the federal government’s intervention.
29

  Or, as he pithily put it, “government is not 

the solution to our problem[s], government is the problem.”
30

  

Reagan appointed a free-market oriented SFC chair (the Transition report authored by 

Noble explicitly outlines Noble’s position) and the chair’s friends to the board, completely 

incapable of undertaking such an enormous task, except for Monks, Carter, Wilkins, McAvoy, 

and Reichl.  Noble, Reagan’s nominated chair, was a parvenu and amateur to Washington and its 

modus operandi.  To satisfy – and at the recommendation of members of Congress – Reagan 

nominated five well-qualified individuals to the board (Monks, Carter, Wilkins, McAvoy, and 

Reichl) who believed that government and industry could work together to solve the energy 

crisis.  In other words, they were Rockefeller Republicans.  Then, the White House ignored the 

SFC and let it flounder without support to a position of intense dislike by Congress.  As Noble 

wrote, “Every project has at least two senators, one congressman, and a governor unhappy 

because the project in their state wasn’t approved.  Under the circumstances, the corporation was 
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pretty unpopular.”
31

  Reagan’s election signaled the demise of the Rockefeller Republicans, a 

faction of the Republican Party who held moderate to liberal views.  In some instances, they 

believed government could be of benefit to the economy, such as Vice President Rockefeller’s 

Energy Independence Authority, presented to Congress and the American people by President 

Ford.   

Fifth, the crude oil markets substantially improved.  Average domestic prices for crude 

oil decreased from $37.42 per barrel in 1981 to $14.44 in 1986 (a 61 percent decline), with a 

corresponding increase in supplies.
32

  No longer were synthetic fuels plants economically viable 

or necessary.  A major benefit to the Reagan administration of these lower crude oil prices was 

that they reduced to almost zero the foreign currency reserves of the Soviet Union, as crude oil 

exports were their primary and almost only source of funds.  Author Peter Schweizer persuasively 

argued that the plunge in oil prices, a policy goal of Reagan’s, had such a dramatic effect on 

Soviet financial fortunes that the USSR reached a meltdown, precipitating challenges to 

communist authority and a desire for independence by many Soviet states.
33

  The Reagan 

administration deemed lower oil prices important to its Soviet foreign policy, with synthetic fuels 

being paid only lip service.   

Sixth, there is no government program that will foster technological change in the energy 

business.  The usual leverage of money does not work; only the free market does.  The major oil 

companies avoided the SFC.  The government had nothing to do with advances in horizontal 

drilling and improvements in “hydraulic fracturing.” (fracking).  The corporation was not a good 

fit for the major oil companies and was not able to provide the right kind of help to 
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entrepreneurs.
34

  Public/private partnerships in the energy field do not function well unless there 

is a long-term national emergency – World War II/Manhattan Project, Apollo moon mission/Cold 

War.  The energy crisis quickly disappeared once gasoline prices dropped and became readily 

available again.  The public lost interest in any synthetic fuels efforts.  Congress took longer to 

reach the same point because members saw benefits to their districts and financial donors.
35

 

Edith Holleman succinctly states the case for the SFC demise: 

[T]he technology [on a commercial scale] was unproven, the cost was too high, 

the energy companies did not want to invest their own money, the administration 

was unsupportive, and the public lost interest.
36

 

 

 Two economists at the Massachusetts Institute of Technology, Paul Joskow and Robert 

Pindyck, argued in their September 1979 essay, “Synthetic Fuels:  Should the Government 

Subsidize Nonconventional Energy Supplies?,” that the government should not overrule the 

decision of energy producers and consumers, who are in the best position to assess the 

commercial value of alternative supplies.  They argued that the only reason the synthetic fuels 

industry was being built was the active intervention of government in the industry.  The private 

sector had not been interested in developing synfuels without government subsidies, and argued 

that the development of synfuels was not an efficient use of society’s scarce resources.  It was not 

logical, they said, to invest enormous sums of money in synthetic fuels projects that were not 

economical, unless it could be demonstrated that private sector decisions were inconsistent with 

the public interest.  The Reagan administration was making every effort to limit government 

spending in such areas such as health, education, the environment, and many other areas, with the 

notable exception for defense.  In this environment, was it appropriate to provide government 
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assistance to energy technologies to make then economically attractive to energy companies and 

consumers?
37

 

 After Reagan assumed the presidency, his administration followed a blueprint provided 

by the Heritage Foundation.  Heritage advocated immediate termination of the Synthetic Fuels 

Corporation and the abolition of the Department of Energy.   In assessing policy assumptions and 

the DOE mission of addressing the energy crisis, the preferred solutions to the problems lay in the 

private sector.  Heritage phrased it succinctly: “[T]he major deficiency of the department of 

Energy is found in the fact of its existence.”
38

  The only way the United States would be able to 

attain the energy security so essential to its future was through the free functioning of the 

marketplace.  By the conclusion of the first year of the Reagan administration, Heritage leaders 

thought that modest progress had been made.  The accelerated schedule of oil decontrol exhibited 

the efficiency of the market place, and DOE’s uselessness.
39

 

 In Reagan’s transmission letter to Congress for his first National Energy Policy Plan in 

July 1981, he wrote that his proposal represented a break from the philosophy of the two previous 

plans – both of which were Carter’s.  The president commented that the nation’s energy strategy 

should not be a rigid set of production and conservation goals dictated by government.  The free 

market must be permitted to work.
40

  Within the plan, Reagan articulated his overall thrust:  

“Increased reliance on market decisions offers a continuing national referendum which is a far 

better means of charting the nation’s energy path than stubborn reliance on government dictates 
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or on a combination of subsidies and regulations.”
41

  Past energy policy relied heavily on federal 

intervention, and Reagan argued that native American genius, and not arbitrary federal policy, 

would better provide for the nation’s energy future.
42

 

 Seventh, despite their best intentions, President Carter and Congress were not able to 

create a sui generis entity different from normal government agencies.  Congress immediately 

started second guessing the board and senior officers.  There was too much money at stake – $88 

billion – which they believed to be outside of their control.  The result was endless hearings held 

by a plethora of House and Senate committees and subcommittees.  The SFC had to create a 

specific department, the Office of External Relations, to provide “valuable support” in 

“extensively” preparing for and briefing the chair and other officers for their appearances at 

various congressional hearings.
43

 

 Eighth, the concluding reason for the demise of the SFC is that Congress placed 

conflicting and unreasonable demands on the corporation.  The law mandated that the SFC meet 

two production goals:  500,000 barrels per day of synthetic crude production by 1987 and at least 

2,000,000 barrels per day by 1992.  At the same time, the corporation had to maintain 

technological, resource, and regional geographic diversity in meeting the production goals.  There 

were both production and diversity goals, each to be met simultaneously.  The production 

mandates presented their own peculiar challenge.  Outside engineering consultants reporting to 

congressional committees advised that the production goals would be difficult, if not impossible, 

to accomplish.  Technologies applicable to oil shale included above-ground retorting and below-
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ground, in situ.  With respect to coal gasification, several engineering options were available: 

high Btu coal gasification, medium Btu coal gasification, and low Btu coal gasification; for coal 

liquefaction:  indirect liquefaction and direct hydrogenation.
44

  Geographic diversity was 

important as well.  The SFC board struggled with the operational definition of diversity and 

directed the staff, acting through the chair, to develop and analyze programmatic options for 

defining and implementing diversity, but with no real success.  The confusion reached such a 

level that the SFC board adopted a resolution to sacrifice production for diversity.
45

   

Despite confusion, contradictions, and sound advice, Congress had proceeded full-speed 

ahead with the Synthetic Fuels Corporation because of political and public pressure “to do 

something about the energy crisis.”
46

  The Union of Soviet Socialist Republics (USSR) had 

invaded Afghanistan and seemed to be penetrating and circling the oil region and oil wells, and 

thereby presented a clear and present danger.
47

 

 The United States Synthetic Fuels Corporation represented a bold experiment by the 

federal government to mobilize the private sector, with assistance from the government, to 

develop a new industry – the commercial development of synthetic fuels.  The SFC was to aid the 

private sector in getting over the risk, as well as the financial and environmental “humps” of 

developing the business.  The SFC was to assist financially in accelerating the building of 

synthetic fuels plants that the country desperately needed.  The projects that the corporation 
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helped fund would have provided thousands, if not hundreds of thousands, of jobs.  For a brief 

time, Synfuels Corporation was the place to be in DC, the sought-after spot to work for energetic 

individuals who wanted to make a difference and help their country.  Unfortunately, the 

experiment did not work.
48

  The Rand Corporation, though, offers a positive view on synthetic 

fuels plants.  Rand argued that demonstration plants should precede commercial plants to allow 

perfecting the technology, so plants may be efficiently replicated and scaled-up in size, 

benefitting from economies-of-scale.  Even though the “near-term prospects for major increases 

in liquid hydrocarbon supplies from [synthetic fuel] plants [is] not good,” the United States would 

be the recipient of “longer-term benefits of having designed, constructed, and operated a well-

chosen set of pioneer synthetic fuels plants,” and this “could prove to be a national blessing.”
49

  

 President Carter – tough, hard-working, and intelligent – had courageously proposed a 

way for the country to lessen its dependence on imported oil:  an independent federal entity.  Wall 

Street Journal columnist Alan Otten observed that even when Carter tried to do the right thing 

[by creating the SFC], it somehow came out wrong.
50

  With the Synfuels Corporation, it took 

almost a year for the legislation to reach the president’s desk, and when he had the chance to have 

his qualified and capable board nominees confirmed by the Senate, Carter stubbornly refused to 

make one phone call that would have permitted a quorum to be confirmed and then the 

corporation could be declared operational by him.  Reedy noted that during Carter’s time in 

office, American society had no intention of being moved or shaken about anything, especially 

energy, as no national consensus existed.  America had been badly burned by the powerful 
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Johnson and the Machiavellian Nixon, and wanted a president who did not get too far out in front 

of American society with courageous ideas and bold legislation.
51

 

 Journalist Robert Kuttner labeled Carter a “minimalist liberal.”
52

  Carter believed that the 

United States had entered into an era of limits, and acted accordingly.  At the October 1979 

dedication of the John F. Kennedy Library, Carter said that the nation was struggling to adapt to 

the profound transition from a “time of abundance to a time of growing scarcity of energy.”  

While making this transition, Carter continued, the country was learning new habits and 

developing new technologies.
53

  The SFC was a concept that held promise in an era of limits – an 

idea that followed in the New Deal and Great Society traditions:  There did not exist a problem 

that government could not solve.     

Carter lost interest in the SFC mission and he believed – or at least hoped – that others 

would carry out his brilliant and visionary plans.  Matters were not helped when the Energy 

Mobilization Board failed to pass Congress.  The EMB would have speeded up the permitting 

process.  With the skilled leadership and organizational skills of Sawhill, combined with the 

proficient board, the SFC would have had a very strong chance for success.  The problem of 

dealing with Congress would have continued, but perhaps Sawhill, with his experience in 

government, could have satisfied its members. 
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Epilogue 

Frank Zarb, administrator of the Federal Energy Administration during the Ford 

administration was also called the “Energy Czar.”  He has argued persuasively that energy is the 

most important public policy failure of our time.  Zarb points out that for decades, the United 

States has been unable to develop a cohesive and thoughtful energy policy, even though the 

country has desperately needed one.  The crux of Zarb’s argument is that the United States lacks 

the political fortitude and leadership to deliver long-term policies that benefit the national interest 

in the face of short-term political gain.  How the nation uses energy, where it gets it, and how the 

American people pay for it drive the economic and foreign policy of the United States, as well as 

affect global alliances and national security.  Immediately following the 1973-74 Arab oil 

embargo, there was a push for an energy policy, but then an increased flow of oil from the Middle 

East and lower oil prices worked against any plans for such a policy.  The nation remained 

dependent on crude oil imports.  Even today, both the foreign policy and defense strategy of the 

United States continues to be held hostage by the unstable nations from which the United States 

imports its crude oil supplies.  Energy independence, as Nixon defined it, was never a sensible 

goal for the United States.  But energy independence for North America is – and that can be 

achieved.
1
 

John Deutch, former under-secretary of Energy (1977-80) as well as deputy director of 

Defense (1994-95) and director of the Central Intelligence Agency (1995-96), also expressed 

worry recently over domestic energy policies.  According to Deutch, the reason for the failure by 

the United States in developing an energy policy is a lack of national leadership coupled with the 

                                                           
1
 Frank Zarb, “The Most Important Public Policy Failure of Our Time – Energy,” Speech given at the 

University of Michigan – Ann Arbor, Gerald R. Ford School for Public Policy, April 4, 2012.  Zarb gave 

the address at least two other times in the same year. 
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short-term attention span of an American public that demands immediate solutions.  Elected 

officials feel immense pressure to provide quick and easy solutions, but can never adequately 

address them during their first term time in office.
2
  Developing, constructing, and perfecting the 

commercial production of synthetic fuels plants and products take in excess of ten-plus years.   

President Carter argued eloquently that energy would test the character of the American 

people and the ability of the president and Congress to lead and govern.  Carter’s Department of 

Energy was to formulate a comprehensive national energy policy.  In his April 1977 energy 

address to the nation, Carter declared that to tackle the nation’s energy issues, the American 

people must declare the “moral equivalent of war,” because by the end of the 1980s the United 

States and the rest of the world “could use up all the proven reserves of oil in the entire world.” 
3
 

Within the last few years, drilling and fracturing technology have advanced to the point 

that the United States has a surplus of natural gas and an increasing level of domestic crude oil 

production.  The oil industry’s technical advances have succeeded in unlocking oil and gas from 

increasingly difficult locations and have placed the nation on the path to become, within the near 

future, independent from the energy supplies of nations with unstable governments.  Canada’s 

commitment to tar sands technology and development offers the United States a chance to 

increase supplies dramatically by importing from a neighboring nation with a stable government 

and a history of consistently friendly relations.  As of June 2012, production from Canadian tar 

sands was 1.7 million barrels per day.  The Canadian Association of Petroleum Producers 

                                                           
2
 John M. Deutch, The Energy Crisis in Energy Policy (Cambridge:  Harvard University Press, 2011). 

3
 Jimmy Carter, “Address to the Nation on Energy,” April 18, 1977:  

www.presidency.ucsb.edu/ws/?pid=7369  In 1977, Carter stated that the world was using about 60 million 

barrels per day.  For the year 2010, the world used about 87 million barrels per day, a 45-percent increase. 
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estimated that this figure could double to 3.4 million barrels per day by 2020, enough to supply 

nearly 20 percent of US oil consumption.
4
 

In 2011, for the first time since 1949, the United States became a net exporter of 

petroleum products – gasoline, diesel, and jet fuel – but continued to be a net importer of crude 

oil.  Citi GPS:  Global Perspectives & Solutions of Citigroup projected in March 2012 that the 

United States is on track to be a net exporter of crude oil as well.  Citi wrote: “North America is 

becoming the new Middle East,” as it has been the world’s fastest-growing producer of oil and 

natural gas for the past half-decade.  Lack of government intervention, free-market pricing on 

crude oil and natural gas, new technologies in drilling and production, and increased drilling have 

all contributed to this state of affairs.
5
  According to Citi, the emphasis of US policy has changed 

from energy independence to energy security, which is defined as the ability of households and 

businesses to accommodate disruptions of supply in energy markets.  Under this scenario, the 

country would no longer be at the mercy of OPEC, facing another oil embargo. 

Commenting on the 2012 energy revolution, Wall Street Journal columnist Joel 

Kurtzman recently observed:  “Those who doubt that market forces still have the power to 

transform the world aren’t paying attention to America’s revitalized energy sector.”  According to 

Kurtzman, the market, unfettered by government intrusion, operated in an efficient manner.  As 

crude prices increased, companies developed cheaper alternatives to crude oil, for example 

natural gas, as well as “unconventional” oil from shale and tar sands.
6
  Oil produced from shale is 

different from oil shale.  As described previously, oil shale is a sedimentary rock that contains 

kerogen, which releases oil when heated to extreme temperatures.  According to the United States 

                                                           
4
 Steven Mufson, “Keystone XL Pipeline Expansion Driven by Oil-Rich Tar Sands In Alberta,” 

Washington Post, June 30, 2012, 1. 
5
 Energy 2020, North America, the New Middle East? Citi GPS:  Global Perspectives & Solutions, March 

20, 2012. 
6
 Joel Kurtzman, “The Market-Driven Energy Revolution,” Wall Street Journal, May 22, 2012, A17. 
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Geologic Survey, world oil shale production peaked in 1980 at 20,000 barrels per day, with 

Estonia accounting for two-thirds of global production; by 2000, world production had declined 

to fewer than 10,000 barrels per day.  Shale oil, like shale gas, is oil produced from shale 

reservoirs; the term tight oil is sometimes used to describe shale oil.
7
  In June 1980, who would 

have imagined that in June 2012, the United States would read the headline, “Rise in US Oil 

Supplies Haunts OPEC Talks”?  The accompanying article states that for the past three years, the 

United States has accounted for the entire net increase in global output, excluding OPEC and the 

former Soviet republics.  According to the article, the increase in US oil production is due to 

technological advances in horizontal drilling and hydraulic fracturing.
8
 

Tar sands, oil sands, or technically bituminous sands are unconventional petroleum 

deposits.  The largest reserves of tar sands exist in northern Alberta, Canada.  Geologists estimate 

that these sands contain between 1.75 and 2.5 trillion barrels of oil, compared with Saudi Arabia’s 

250 billion barrels.  In 2011, daily oil production from Alberta’s tar sands amounted to 1,576,000 

barrels per day.  The United States imported about 10.7 million barrels of oil per day in 2011, of 

which 22 percent (about 3 million barrels per day) originated from Canada, the largest supplier of 

crude oil to the United States.  Mexico supplied 12.4 percent and Saudi Arabia 11.8 percent of the 

nation’s imports.  The United States is Canada’s best customer, importing 97.6 percent of 

Canada’s daily crude oil exports of 2.6 million barrels per day.
9
  North America has the potential 

to become the new Middle East, and the only thing that can stop this scenario from happening is 

                                                           
7
 Energy 2020, 17.  Technical definitions:  Shale oil and shale gas are hydrocarbons produced from fine-

grained, thermally-mature, organic-rich rocks via hydraulic fracturing.  Oil shale is kerogen-rich rock that 

is thermally-immature, meaning it has not produced any liquid oil.  It must be heated to very high 

temperatures to produce a liquid.  Email from Eric Potter, University of Texas Bureau of Economic 

Geology, to author, May 25, 2012. 
8
 Ed Crooks, and Guy Chazan, “Rise in US Oil Supplies Haunts OPEC Talks,” Financial Times, June 24, 

2012:  www.ft.com 
9
 Paul Chastko, “Anonymity and Ambivalence: The Canadian and American Oil Industries and the 

Emergence of Continental Oil,” Journal of American History, June 2012, 166. 
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politics: environmentalists, impediments to expansion of pipelines, or Mexican production being 

curtailed.
10

 

Energy historian Daniel Yergin makes the same observations.  According to Yergin, the 

United States became a major importer of crude oil in the 1970s, which was an era of belief in 

permanent scarcity.  In those days, declining domestic production of crude oil and natural gas was 

a fact of life.  In 2012, by contrast, the nation’s energy situation has changed significantly.  

Natural gas is available in such ample supply that its price is at historic lows.  The oil story has 

been rewritten as well, according to Yergin: Imports have fallen from 60 percent in 2005 to 42 

percent in 2012.  This decline in imported oil is due not only to improved gas mileage in cars but 

also to increased domestic crude production, which has risen 25 percent from 2008 to 2012.  In 

2011, the United States registered the largest increase in oil production of any non-OPEC 

country.  Yergin writes, “[W]hat is striking is this great revival in oil and gas production in the 

United States.”  In Yergin’s analysis, technology and the free market have made the difference.  

The possibility of energy independence, once laughed at, has become a “subject of serious 

discussion and debate.”  Combined with the production gains occurring in Canada, this once-

elusive goal may actually be achievable, according to Yergin.
11

  It is estimated that 2012 domestic 

oil production will reach 6.3 million barrels per day, an increase of 600,000 barrels over 2011 

levels and the highest level since 1997, evidence that the free market, in conjunction with 

American ingenuity, works.
12
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 Energy 2020, 3. Energy Information Administration, Weekly Petroleum Status Report, January 6, 2012, 
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Deutch argued in an August 2012 op-ed essay that a United States “hopelessly dependent 

on imported oil and natural gas is a thing of the past.”  In 2012, most energy experts project that 

North America will have the capacity to be a net exporter of oil and natural gas by the beginning 

of 2020.  The potential for new production is a result of advances in technology.  Deutch 

correctly stresses that North America will not be energy independent, as it will continue to be 

subject to world oil prices and supply disruptions will continue to create spikes in crude prices.  

Close US allies – Germany and Japan, for example – will remain significantly dependent on oil 

imports from unstable regions, and this dependence will constrain US choices in foreign policy 

decisions.
13

 

“Expanded Oil Drilling Helps U.S. Wean Itself From Mideast” read the June 27, 2012, 

front-page headline of the Wall Street Journal.  According to the article, the United States will 

halve its reliance on Middle East crude oil by the end of 2019, and could end it completely by 

2035 due to declining demand and the rapid growth of new petroleum reserves in the Western 

Hemisphere, particularly in Canada.  This shift, resulting from advances in technology, has 

profound consequences for the domestic economy and the national security of the United States.  

In 1979, it would have been difficult to imagine this headline, let alone such a dramatic change in 

outlook.
14

 

The Rand Corporation published a report in January 1981 that assessed the petroleum 

resources in the United States, The Discovery of Significant Oil and Gas Fields in the United 

States.  The writers concluded that most of the petroleum that will be produced in the United 

States has been discovered.  Historical patterns of detection suggested that “the petroleum 
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industry is gradually running out of ideas as to where oil and gas may still be found in the United 

States, not because of a lack of creativity and imagination, but because of the increasing 

exhaustion of geological possibilities.”
15

  A November 2012 headline by the International Energy 

Agency (IEA) proves this statement incorrect when it leads with “U.S. to Overtake Saudi as Top 

Oil Producer,” projecting that the US will become “almost self-sufficient in energy by 2035.”
16

  

For 2012, production of crude oil in the United States grew by more than 779,000 barrels per day, 

more than in any year in the history of the domestic industry, which began in 1859.  Estimates are 

that crude oil production is on track to surge even more in 2013, at a level the Energy Information 

Administration believes will be 900,000 barrels per day.
17

  Imagination, ingenuity, hard work, 

and technology have placed America in this position. 

 Leonardo Maugeri of the Harvard Kennedy School states in his June 2012 report “Oil:  

The Next Generation,” that oil supplies are growing at such a rapid pace that there is the very real 

possibility it will outpace consumption.  By 2020, the Western Hemisphere “could return to a pre-

World War II status of theoretical oil self-sufficiency,” allowing the United States to reduce 

dramatically its oil import needs from politically unstable nations.
18

 

All is not what it appears, though, with this increased domestic oil and gas production 

from hydraulic fracturing.  The production decline curves for horizontal fracking wells are very 

steep, approaching an annual decline of 30 percent – and in some cases as much as 50 to 80 

percent or more of the original production rates.  In order to maintain production, companies must 
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continue to drill additional horizontal wells.  The risks are that places to drill and utilize fracking 

are rapidly depleted and product prices decline to a level that makes drilling uneconomic – a 

superb argument for commencing the development of synthetic fuels to test and develop properly 

the technology and to scale up to commercial size plants.
19

  Chart 1 shows the decline curves for 

five recent shale plays in the United States. 

 

Chart 1. Production decline curves for five recent shale plays 

In the past, when the United States chose bold approaches to problems by taking 

advantage of Americans’ concerted will and intellectual resources, the nation succeeded; indeed, 

“American might and engineering seemed invincible, even under the crushing weight of 

economic crisis.”  The results of these efforts include the Hoover Dam, the Golden Gate Bridge, 
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the Manhattan Project, the Interstate Highway System, and NASA’s moon landing.
20

  No longer 

can government take on such huge projects.  United States energy policy has become a plethora 

of cobbled-together congressional earmarks, competing with each other for funding that would be 

insufficient to complete any one of them successfully.  With the SFC, the nation squandered a 

promising attempt to step out of the DOE swamp of energy incompetence and actually 

accomplish something.  But we can learn from this story: We can reorganize the DOE out of 

existence, send nuclear energy back to the Atomic Energy Commission, refinance the system of 

national laboratories so that scientists are no longer spending all their time competing for a few 

dollars of funding, and organize a few small, strategic, wholly-owned government corporations to 

accomplish very specific and highly structured mandates.  Many DOE projects are overburdened 

by the DOE’s tier-upon-tier of procurement, personnel, budget, and congressional and policy 

oversights.
21

 

Energy is a complex issue, but one that is both intrinsic and essential in the daily lives of 

all Americans, as well as for the nation’s defense.  In 1975, New Yorker writer and political 

commentator Elizabeth Drew referred to the energy issue as “a clinical case of interrelatedness.”
22

  

She observed that energy is “bound up in the issues of:  inflation, recession, and unemployment; 

the Middle East; transportation; the balance of payments; housing; taxes; and cities.”
23

  As if this 

list were not sufficiently complicated, Drew added “economic concentration and antitrust; 

regional differences within the United States; arm sales abroad; the environment; architecture; 
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America’s relations with its European allies and Japan [and today, we can also add China and 

India]; and the relations between the wealthy and the poor nations of the world.”
24

  

When considering energy, the nation’s leaders must take into account the short- and long-

term effects that energy plants have on local communities, such as those that occurred with the 

Colony Project.  That case involved the build-up of communities and then the sudden cessation of 

any further construction, as well as loss of employment for thousands of people.  Additionally, 

economic, political, and environmental issues require specific attention.  Plants often take ten 

years or more to develop and construct, but presidential elections are held every four years, 

timing that presents questions of continuity between administrations.  Each state and region has 

its own specific priorities, as well as individual issues, related to energy.  The nation is 

undeniably addicted to the consumption of oil.  Therefore, efforts to reduce this addiction present 

problems requiring decades to solve – as well as uncharacteristic levels of patience and sacrifice 

by the entire citizenry. 

 Regarding synthetic fuels plants, demonstration factories should precede commercial-

sized ones to permit perfecting of the technology.  In that way, plants can be efficiently replicated 

and enlarged, benefitting from economies-of-scale.  In 1981, the RAND Corporation 

acknowledged that despite the fact the “near-term prospects for major increases in liquid 

hydrocarbon supplies” from synthetic fuels plants is “not good,” the nation would be the recipient 

of “the longer-term benefits of having designed, constructed, and operated a well-chosen set of 

pioneer synthetic fuels plants.”  Such results, Rand noted, “could prove to be a national blessing 

in the 1990s.”
25
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 The congressional authorization and White House approval of the special-purpose SFC 

represented a unique effort by the federal government to influence the private industry sector 

through direct intervention.  The question of whether to have major government intrusion in that 

area of the nation’s economy “was settled with the New Deal,” said Drew.  It is the “nature of 

that intervention” that has been and continues to be under debate.
26

  Drew argued that there were 

two stages of intervention by the federal government, and that in the late 1970s and early 1980s, 

the nation entered a third stage.  The first stage occurred during the Great Depression, with 

Washington utilizing intervention instruments to stop and prevent further deterioration in the 

nation’s economy.  The second stage took place in the 1960s, with the federal government 

attempting to create opportunities for those who were without, and also to protect the 

environment.  Then the third phase occurred in the late 1970s and early 1980s.  At this stage, the 

nation confronted issues of scarce resources and complex technological problems.  The energy 

crisis represented the first time that the federal government had asked its citizens to make do with 

less – to give things up, to do without, and to sacrifice.
27

  These were not pleasant actions for a 

people accustomed to having their whims indulged instantly.  When gas prices declined and 

stations remained open with plenty of gasoline, Americans quickly forgot the inconvenience of 

gas lines and shortages, once again consuming enormous amounts of imported crude oil. 

John Jimison, then a specialist in the Congressional Research Service of the Library of 

Congress and who later worked for Rep. Dingell (D-MI), wrote an essay in September 1980, 

accurately portraying the difficulty of developing a comprehensive energy policy for the United 
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States.
28

  His 1980 observations apply to 2013 as well.   In Jimison’s analysis, addressing the 

energy problem is similar to solving a five-part multilateral equation that cannot be answered for 

any part without negatively affecting the other parts.  Five issues relate to energy: (1) national 

security, (2) industry, (3) limited supply of the energy source relied on most – fossil fuels, (4) 

environmental and socioeconomic impact issues, and (5) social structure, economic and political 

power, and values.  Bettering the situation in any of the five individually worsens the situation in 

one or more of the other four.  The SFC addressed the issues of national security and depleting 

resource issues by increasing domestic supply, but it also handicapped environmental and 

socioeconomic priorities, confronted the issue of higher energy costs with synthetic fuels, and 

required a massive intrusion of the federal government into the energy business.  The EMB would 

have imposed national priorities on local governments and individuals. 

President Carter had an honorable idea: to reduce the dependency of the United States on 

foreign oil, and thereby reduce the country’s susceptibility to economic blackmail.  His idea of an 

entity outside of and free from the DOE and normal government bureaucracy is to be 

commended.  He knew that America had enormous coal and oil shale reserves that should be 

developed in the national interest.  Unfortunately, politics and economics distorted what was a 

valiant and perhaps somewhat flawed effort, but still an effort.  From a positive perspective, the 

independent Synthetic Fuels Corporation might not have permitted Solyndra, the California solar 

energy company, to be granted a Department of Energy loan guarantee – or at least the SFC 

would have likely ensured a greater measure of due diligence before awarding the assistance.
29
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The US private energy sector, through new technology, has been able to find and develop 

vast reserves of domestic crude oil, which is significantly less expensive than synthetic liquid 

fuels produced from coal and oil shale.  No incentive to create a synthetic fuels industry exists.  

The only thing that does exist is a dis-incentive – bureaucratic red tape, endless regulations, and 

impossibly complex and burdensome environmental requirements. 

The United States has not adopted any of the comprehensive energy policy packages that 

have been proposed.  Presidents have suggested what were portrayed as complete energy policy 

plans that would have addressed the challenges posed by the energy crisis.  In turn, Congress 

eviscerated each of them in such a manner that the results came nowhere near what the president 

had offered and certainly did not address the problems.  In fact, they made the problems worse. 

The United States could still address the energy issue using the SFC model that Carter 

outlined.  However, any effort would need strong management in the model of the Manhattan 

Project with a task force leader in the mold of Gen. Leslie Groves. 

Former Sen. Gary Hart (D-CO), deeply involved with the ESA and the SFC, offered his 

definition, in 2007, of the nation’s energy policy in an article in 5280, The Denver Magazine.  He 

wrote that despite the belief of many people that the nation does not have an energy policy, when 

in fact it does:  “It is to continue to import more than half of our oil [the US] and sacrifice 

American lives so we [Americans] can drive our Humvees.  This is our current policy, and it is 

massively immoral.”  To Hart, this may explain why the nation’s political leaders find it almost 

impossible to admit that the wars of the last ten-plus-years in the Persian Gulf area had anything 
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to do with oil.
30

  During 2007, the US crude oil imports amounted to 65 percent of domestic 

demand.  For 2012, it is estimated that crude oil imports were 57 percent of domestic demand.
31

 

 By reviewing the history of America’s efforts to develop a synthetic fuels industry 

through a federally chartered, specific-purpose corporation, perhaps the country can avoid similar 

mistakes in the future.  Historian John Barrow argues that the federal government cannot address 

energy issues in the absence of an immediate and tangible crisis.
32

  When unburdened from 

government interference, the private sector has embarked on addressing the nation’s energy crisis.  

Such lessons are particularly important as America continues to argue about comprehensive 

healthcare reform.  If we study the past, we may even cultivate a broad energy plan someday.  

Additionally, examining SFC history might shed some light on current issues facing the financial 

and automobile industries. 

 We will solve our energy dilemma, but it’s going to take time – and enormous 

perseverance.  The importance of having a comprehensive energy policy is illustrated by Chart 2, 

which shows the dollar amount the United States has spent on crude oil imports from 1973-2011, 

for a cumulative total of over three trillion dollars – money that could have been spent on 

domestic issues.  Chart 3 reflects the average crude oil price from 1977-1990. 
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Value of Crude Oil Imports

Value of U.S.Crude Oil Imports in Hundreds of Thousands of Dollars.
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Chart 2.  Value of US crude oil imports, 1973-2011, in hundreds of thousands of dollars 

 

 

Crude Oil Prices

Source:  Historical Oil Prices Chart.  
inflationdata.com/inflation/inflation_rate/historica

l_oil_prices_table, accessed March 19, 2012.
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Chart 3.  Historical US Crude Prices, 1970-2011 
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 With the reelection of President Barack Obama, journalists and historians have turned 

their attention to Obama’s broader legacy.  At the top of this list for Wall Street columnist Gerald 

Seib is “Energy Independence.”  Seib writes that this is the “most tantalizing” and “most 

surprising” possibility for the president.  With the proliferation of shale oil and shale gas, the 

United States has a real opportunity to achieve “energy self-sufficiency.”  Critics argue that this 

chance is available despite Obama’s energy policies, which have been a handicap.  The 

president’s former first chief of staff and Chicago mayor, Rahm Emanuel, says that “of all the 

things that will happen, it [energy independence/self-sufficincy] will be the biggest game-

changer, domestically and internationally, and its effects will be felt for decades going 

forward.”
33

  There is a “black swan” on Obama’s horizon, though.  In a briefing book prepared by 

the Brookings Institution in January 2013, the president is alerted to the possibility of a revolution 

in Saudi Arabia due to the Arab Awakenings.  The report warns that such an event would cause 

havoc in global oil markets and disrupt global economic growth.
34

 

To untangle the Gordian knot of energy, the United States requires a president who 

combines the persuasion of Franklin Roosevelt, with the eloquence of Theodore Sorensen, along 

with the imaging of Ronald Reagan, and an LBJ mastery of the political process.
35
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