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Abstract

The United States is now the world’s leader in both natural gas and oil

production— centuries’worth of oil, natural gas, and coal resources lie

beneath private property as well as under lands owned by state govern-
ments. While federally owned lands are also full of energy potential, a

bureaucratic requlatory regime has mismanaged land use for decades.
The tremendous economic benefits of open energy markets and the

proven track record of the individual states’ regulatory structures dic-
tate a re-examination of the way the federal government manages re-
sources on federal lands. The Federal Lands Freedom Act gives states

the authority to administer leasing, permitting, and regulatory pro-
grams for development of all energy resources on federal lands. States

are already well positioned to help make a transition to better manage-
ment of these resources. While Congress should pursue opportunities

to reduce the size of the federal estate, the Federal Lands Freedom Act
is a significant step toward better management of America’s lands and

natural resources.

ne of the primary reasons the United States is now the world’s

leader in both natural gas and oil production is that centuries’
worth of oil, natural gas, and coal resources lie beneath private
property as well as under lands owned by individual states. While
federally owned lands are also full of energy potential, a bureau-
cratic regulatory regime has mismanaged land use for decades.

The tremendous economic benefits of open energy markets and
the proven track record of the individual states’ regulatory struc-
tures dictate a re-examination of the way the federal government
manages resources on federal lands. The Federal Lands Freedom
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KEY POINTS

m The sheer size and diversity
of the federal estate and its
resources are too much for dis-
tant federal bureaucracies and
an overextended federal budget
to manage effectively.

m Since 2009, oil production on
state and private lands has
increased 61 percent while pro-
duction on federal lands has fall-
en 9 percent—though 43 percent
of all proved crude oil reserves
are on federal lands.

= Allowing states to regulate the
energy resources on federal
lands means more efficient and
accountable management, and
frees federal resources for more
pressing issues.

m States share the cost of the
maintenance of federal lands
and have regulatory structures
to manage federal lands within
their boundaries.

m Increased oil and natural gas
production drives down prices
for all Americans, and enables
U.S. businesses to be more
competitive. Shale oil and gas
sales amounted to nearly $200
billionin 2013, and are expected
to continue to be a source of eco-
nomic growth.
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Federal Land Ownership in 2010
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PERCENTAGE OF LAND OWNED BY FEDERAL GOVERNMENT IN EACH STATE

[] US. Total: 27.68%

STATE RANK STATE RANK STATE RANK
Alabama 2.67% 36 Kentucky 4.25% 31 North Dakota 3.90% 32
Alaska 61.79% 3 Louisiana 4.61% 30 Ohio 1.14% 43
Arizona 42.29% 8 Maine 1.06% 46 Oklahoma 1.60% 41
Arkansas 9.41% 18 Maryland 3.10% 35 Oregon 53.03% 5
California 47.70% 7 Massachusetts 1.62% 40 Pennsylvania 2.14% 38
Colorado 36.23% 9 Michigan 9.97% 17 Rhode Island 0.78% 47
Connecticut 0.27% 51 Minnesota 6.78% 23 South Carolina 4.64% 29
Delaware 2.26% 37 Mississippi 5.04% 27 South Dakota 5.41% 24
District of Columbia  21.64% 13 Missouri 3.79% 33 Tennessee 4.77% 28
Florida 13.07% 16 Montana 28.86% 11 Texas 1.77% 39
Georgia 5.25% 26 Nebraska 1.12% 45 Utah 66.48% 2
Hawaii 20.31% 14 Nevada 81.07% 1 Vermont 7.65% 21
Idaho 61.65% 4 New Jersey 3.67% 34 Virginia 9.25% 19
lllinois 1.14% 44 New Mexico 34.72% 10 Washington 28.51% 12
Indiana 1.47% 42 New York 0.69% 48 West Virginia 7.34% 22
lowa 0.34% 50 New Hampshire 13.48% 15 Wisconsin 5.33% 25
Kansas 0.57% 49 North Carolina 7.73% 20 Wyoming 48.19% 6

Source: Ross W. Gort, Carol Hardy Vincent, Laura A. Hanson, and Marc R. Rosenblum, “Federal Land Ownership: Overview and Data,” Congressional

Research Service, February 8, 2012, http://fas.org/sgp/crs/misc/R42346.pdf (accessed January 16, 2015).
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Act, introduced by Representative Diane Black (R-
TN) and Senator James Inhofe (R-OK), gives states
the authority to administer leasing, permitting, and
regulatory programs for development of all energy
resources on federal lands. States are already well
positioned to help make a transition to better man-
agement of these resources. While Congress should
pursue opportunities to reduce the size of the feder-
al estate, the Federal Lands Freedom Act is a signifi-
cant step toward better management of America’s
lands and natural resources.

Inefficient Federal Management. The feder-
al estate is massive, consisting of some 635 million
acres. The effective footprint is perhaps even larger
as limitations on federal lands often impact the use
of adjacent state and private lands, and as govern-
ment agencies lock up lands through informal desig-
nations and study areas.

The sheer size and diversity of the federal estate
and the resources both above and below ground are
too much for distant federal bureaucracies and an
overextended federal budget to manage effective-
ly. For instance, the Department of the Interior’s
Bureau of Land Management (BLM) announced in
2011 that it was nearing completion of a two-year
backlog of oil and gas leases in Wyoming, tying up
more than $50 million in lease sales.! In 1988, the
BLM, which oversees 248 million acres of federal
land and 700 million acres of underground mineral
resources, leased 12.2 million acres; only one-tenth
of that was made available in 2014.2

Conversely, paperwork and regulatory hoops
seem to have increased. The BLM estimates that
it took an average of 227 days simply to complete
a drill application—just one step in the approval
process to harvest oil and gas resources on federal

lands. This is compared to 154 days in 2005 and the
average 30 days it takes state governments to do the
same.? It should hardly be assumed that the time
spent on arduous paperwork improves environmen-
tal protection.

It comes as no surprise, then, that since 2009
oil production on federal lands has fallen by 9 per-
cent even as production on state and private lands
has increased by 61 percent over the same period.
According to the Congressional Research Service,
roughly 43 percent of all proved crude oil reserves
are on federal lands. In 2010, 36 percent of all domes-
tic oil production came from federal lands; now only
23 percent does. A similar story can be told of coal
and natural gas.*

Further, federal ownership is a disincentive to
production on state and private lands adjacent to or
interspersed with federal lands. Production on fed-
eral lands is much more time-consuming and expen-
sive, so drilling may make economic sense only if a
company has access to both the federal land and the
non-federal land.

Benefits of New Management. Under the Fed-
eral Lands Freedom Act, states will be able to devel-
op a regulatory program for energy development on
federal lands and submit the program to the Depart-
ments of the Interior, Energy, and Agriculture. This
would be sufficient in lieu of redundant federal
requirements, such as the National Environmen-
tal Policy Act. The bill also does not include Indian
lands, national parks, or congressionally designated
wilderness areas. While very few benefit from stag-
nant production on federal lands, many would bene-
fit from the new management that the Federal Lands
Freedom Act recommends:
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Less paperwork, more energy supply, lower
prices. Much of the shale oil and shale gas depos-
its in the U.S. lie beneath state and privately
owned lands, but an important reason for the
rapid increase in production has been an efficient
permitting process. Ohio requires a permit to be
processed within 21 days, and an expedited per-
mit within seven days.® Other states have simi-
larly short time frames: Texas’s average is four
days (expedited permits are two days),’ and even
in California, a permit must be processed within
10 days; if it is not, it is automatically approved.”

Efficiency pays off: Rather than spending undue
time and money filling out and filing permit
applications, companies are getting more—and
more affordable—energy to the market. In Octo-
ber 2008, the United States produced 4.7 mil-
lion barrels per day; production skyrocketed to
more than 9 million barrels per day in October
2014.% Natural gas production is at an all-time
high in the U.S.° The dramatic increase in oil
and natural gas production drives down pric-
es, putting money back into Americans’ bank
accounts, and enabling American businesses to
be more competitive.

More accountable management. While the
federal government can simply pass on the costs
of poor or no management to federal taxpayers,
states have powerful incentives for better man-
agement of resources on federal lands. State gov-
ernments and budgets can be more accountable
to the people who will directly benefit from wise
management decisions or be marginalized by

poor ones, making it more likely that resources
will be both developed—and developed in a way
that protects the environment."

States also have unique expertise in the lands
withintheirbounds, unlike federal policies, which
do not always make sense across the diversity of
the federal estate. The geologic makeup of lands
across the U.S. presents different economic and
environmental challenges. State environmental
regulators who already have the local expertise
are more capable of providing efficient and timely
guidance. Allowing state programs to function in
place of federal ones employs this knowledge and
relieves federal budgets of the burden to manage
permitting requests and regulatory responsibili-
ties, freeing up federal resources for more press-
ing issues, such as wildfire management.

Raising revenues without raising taxes.
Turning over management to states would like-
ly increase energy production and, consequent-
ly, the royalties that state and federal budgets
receive. Currently, royalties from onshore min-
eral development of federal lands are split, with
49 percent going to states, 40 percent to the fed-
eral Reclamation Fund, and 11 percent to the U.S.
Treasury. Last year, all royalties amounted to
$1.1 billion for Indian Tribes (a record), $150 mil-
lion to the Historic Preservation Fund, $895 mil-
lion to the Land and Water Conservation Fund,
$1.76 billion to the Reclamation Fund, $2.2 bil-
lion to states (of which $2.1 billion was onshore),
and $7.2 billion to the U.S. Treasury."! While oil
and natural gas make up the lion’s share of fed-
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eral and state royalties from leases, the Federal
Lands Freedom Act allows states to manage all
energy resources.

= Increased economic opportunity. Job creation
in the oil and gas industry bucked the slow eco-
nomicrecovery and grew by 40 percent from 2007
to 2012, in comparison to 1 percent in the private
sector over the same period.'? Further, in arecent
report estimating the impacts of opening up all
federal lands to oil and gas production, the Con-
gressional Budget Office (CBO) found that sales
of shale oil and gas amounted to $195 billion—1.2
percent of gross domestic product (GDP)—in
2013. The oil and gas sectors are expected to con-
tinue being a source of economic growth, espe-
cially in the next few years while the economy is
weak. Growth does not stop with the oil and gas
industry, though, as opportunity will also reach
“industries that support it; [increase| investment
and production in other industries because ener-
gy prices are lower than they would otherwise
be; and [increase] demand for goods and services
because of greater household income.”" One con-
crete example of improving economic opportuni-
ties is Methanex Corporation’s decision to move

two plants from Chile to Louisiana, bringing
well-paying jobs to America.”* The Institute for
Energy Research projects that the CBO’s estima-
tions could be even more far-reaching with more
accurate pricing data.”®

A Path to Economic Growth
and Environmental Protection

States share the cost of the maintenance of fed-
eral lands, whether by the liability of no manage-
ment, the lost opportunity of poor management, or
the infrastructure needed to support development
of resources. States have a proven record of manag-
ing resources, and already have the regulatory struc-
tures in place to do so on federal lands within their
boundaries as well. Not only would new management
multiply benefits for all Americans, it would also
encourage better care of the environment and natu-
ral resources by putting them in the hands of people
who have an immediate stake in wise management.
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