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There is no limit to what a man can do or where he can go, if he doesn’t mind who gets the credit.

—Ronald Reagan




Introduction

THERE’S NOTHING BETTER than being the underdog. The more people count me out, the more I count myself in. I don’t like to show all my cards too early, and that gives me two distinct advantages: my opponents often get the wrong read on me, and I push myself longer and harder. When it looks like you should pack it in but you still dig in anyway, you also pick up a lot of support. Everybody loves an underdog. Look at Seabiscuit. Throughout my career, being the guy who isn’t favored to win has earned me a devoted following, a loyal core of supporters that ranges from shareholder activists to people who admire my grit. It’s also spurred me to exceed everyone’s expectations—on the athletic field, in the oil business, and in taking on Wall Street. Yet in 1996, when I faced my toughest challenges ever, my “dauber was down,” as the saying goes. I just wasn’t carrying around that self-belief that usually has me doubling my focus when things look grim.

I’d departed Mesa Petroleum, the company I’d founded and led through four decades. My marriage was ending in divorce. My assets seemed to be dwindling daily. And no one was more surprised than I when a doctor diagnosed me as clinically depressed. At sixty-eight, I was well past the official age of retirement, and financially I was at a point where most people would be happy to call it quits. Not this cowboy, though. I had a clear goal for my new company, BP Capital: to become a leading commodities fund.

Let me fast-forward a decade. Last year Forbes pegged my net worth at $3 billion. My new bride has captivated me. And my health has never been better. Together, these have been my greatest comebacks. And believe me, my life has not lacked for comebacks.

I hope that with this book I can inspire the millions of Americans who, like me, are entering the fourth quarter. Specifically, I want them to know what I’ve learned at eighty: the best part of the game truly lies ahead. I’m playing this last period as hard as a walk-on freshman who’s just gotten into his first game. I’m also having more fun than I’ve ever had. I’ve entered a period of life where I not only value the importance of work but also have a renewed appreciation for my family and endeavor to build the best relationships I possibly can. The time I spend with my children and my grandchildren I enjoy more than ever.

Besides inspiring others who’ve been counted out for whatever reason, what else do I hope to accomplish with this book? Three things. First, I want to reveal the managerial and team-building techniques that have enabled me—especially recently—to enjoy an unprecedented level of success. Second, I want to demonstrate that money can be overrated, but it can also be a precious gift when used unselfishly. If you’re interested in hearing how one grateful Texan managed to give $700 million to the causes he loves, stick around. Third, and perhaps most important, I plan to dispel some of the many myths about the oil and gas industry. I’ve been in this business for over half a century, and I’ve heard more than my share of stupid ideas. These are the worst:


Myth No. 1: Drilling in the Arctic National Wildlife Refuge will make us energy independent.


Myth No. 2: Ethanol will save the day.


Myth No. 3: Big Oil is manipulating the price of gas at the pumps.


Myth No. 4: The lack of new refineries in the United States is a main contributor to high gasoline prices.


Myth No. 5: New technology will enable us to discover enormous untapped reservoirs of oil.


All these fallacies do is perpetuate misinformation and prevent us from developing an effective national energy plan. Our country is facing a crisis. I fear we have some very dark days ahead, and we must do something about it. I love this country too much to remain silent about the way America’s political leadership has failed to tackle what I believe is one of the greatest threats ever to face this nation: our crippling dependence on foreign oil.

In the final chapters of this book, I spell out what I’m convinced is America’s increasingly dangerous addiction to imported oil and the economic perils that lie ahead if we don’t act fast, particularly with respect to certain alternative technologies. Action, that’s what’s important. In this book, I don’t just identify the problem; I offer answers. Our biggest problem is leadership. For decades, we’ve lacked the leadership at the federal level to address our growing dependence on foreign oil. We’ve all heard the empty promises and seen the results of shallow policies.

“Elect me president, and America will become energy independent!” Every candidate says it, and once they’re elected not one does a thing about it. The cost of our failure to secure this vital life-line is staggering. By importing foreign oil to meet our ever-increasing demands, the United States is transferring close to $1 trillion a year (assuming a price of $150 per barrel) to foreign nations that, with few exceptions, don’t really like us. It’s the greatest transfer of wealth in human history, and it has to be stopped now. We need a plan to radically reduce our dependence on foreign oil, and we need leadership able to carry it out. Otherwise, we risk losing our status as a superpower.

I’ll outline my national energy plan here. Is it perfect? No. Is it a realistic start? You bet, and it’s time to get serious and begin working on it. I believe our oil addiction is the greatest threat facing America in the twenty-first century. I also believe that, as with all crises our country has faced, determination and ingenuity can yield the solutions we seek. I hope you enjoy this book and take to heart its most important messages. Most crucially, I hope you get involved in the campaign to address the crisis of foreign oil imports.

I’ve spent more than a year working on this book, and my goal was not just to create an interesting read. It was to issue a wake-up call to every American who cares as much about this country as I do.



T. Boone Pickens
 Dallas, Texas
 May 22, 2008



CHAPTER 1

Blood, Guts, and Feathers

Booneism #1: Don’t rush the monkey, and you’ll see a better show.


RISK HAS ALWAYS BEEN a part of my life. I’m not sure whether I’m drawn to it or it’s drawn to me, but at every point in my eighty years, I’ve been faced with a challenge, and in just about every instance I’ve taken it. Even my birth was a do-or-die proposition.

My mother went into labor on May 21, 1928. It was a long ordeal, and things weren’t going well. The doctor, George Wallace, took my father, Tom, into a small room and closed the door. He had a grave look on his face, and my father immediately spotted a large book on a table. He assumed it was a Bible.

“Your wife has been in labor a long time, and she can’t deliver. I’m worried about her. You can save your wife or your baby, but not both,” Dr. Wallace said.

My father wasn’t an either-or sort of guy. He was a natural-born risk taker and the son of a Methodist preacher. And so when Dr. Wallace, who happened to be a surgeon, told him that it was either my mother, Grace, or me, my father refused to choose. He pleaded with the doctor to try the first Caesarean section in that hospital’s history.

“Well, Tom, I’ve heard about a C-section, but I’ve never done one,” the doctor said. He pointed to the book on the table. “All I’ve got is a page and a half and one picture in that medical book to go by.”

“We’re gonna pray, and you’re gonna deliver the baby,” my father told him.

A short time later, Dr. Wallace came out of the operating room with a broad smile on his face. He had just performed his first Caesarean. The procedure wouldn’t be repeated at that hospital for more than twenty-five years. Dr. Wallace was a surgeon—no general practitioner would have ever performed a C-section—and he’d lived in that small town in Oklahoma for just two years. The odds of him being the man that delivered me were slim at best. I’ve always thought I was the luckiest man alive, and right from the start I proved it.

“You’ve got a little boy,” Dr. Wallace told my father. “And your wife is doing fine.”

         

THE SIGN READ: WELCOME TO HOLDENVILLE. WHERE THE PAVEMENT ENDS, THE WEST BEGINS, AND THE ROCK ISLAND CROSSES THE FRISCO. And that, sports fans, was Holdenville, a railroad town in eastern Oklahoma, a speck in the grand sweep of the Great Plains, where the open land was vast, rolling, and endless.

My father was in the oil business. Outgoing, generous, a great storyteller, and a gifted poker player, he arrived in Holdenville at age twenty-five. He was a lawyer but soon realized that law was nowhere near as exciting as oil. So he became an independent land man, convincing landowners to lease him their mineral rights, which he in turn sold to oil companies. I was an only child, but I was always surrounded by family who lived next door: my grandmother Nellie Molonson; my widowed aunt, Ethel Reed; and my cousin Billy Bob, who was like an older brother to me. My parents were hardworking, thrifty, honest, and self-sufficient. They came from an era when a job was viewed as a privilege, not a right. I grew up during the Great Depression, but our family always had food on the table. My grandmother had a large vegetable garden, and each night she served fresh or canned vegetables. Some nights we had meat to go with the vegetables, and some nights we didn’t, but we were never hungry.

My mother, Grace—the disciplinarian in our family—instilled important lessons in me early on, which prepared me for the challenges ahead. During the war, she ran our area’s Office of Price Administration, which rationed gasoline and other goods. She had a great sense of integrity; if she said she would do something, you could consider it done. My grandmother Nellie was so disciplined that most nights she would have only one cup of tea and a slice of dry whole wheat toast for supper. She taught me things I’ve never forgotten.

“Remember, a fool and his money are soon parted,” she said when I told her I was going to spend 50 cents on a haircut, a movie, and a bag of popcorn.

“Sometime, everybody has to learn to sit on their own bottom,” she said whenever I asked for too much help with something.

As soon as I was old enough, I started mowing lawns, which I did until I could take on a paper route at age twelve. I began on a street grandly named Broadway of America with the smallest route in town: twenty-eight houses with a penny-a-paper profit per day. When other routes came open next to mine, I talked my supervisor into letting me take them on. Within five years my route grew from 28 papers to 156 and I had saved close to $200, which I hid in a hole under the floor in my closet. It was my first experience in the takeover field: expansion by acquisition.

In my first year as a paperboy, I found a wallet on the sidewalk. Inside it were the name and address of the owner. I delivered it to the man, and he gave me a dollar reward. It was a windfall. My mother, grandmother, and aunt were on the porch when I got home. They didn’t respond as I’d expected or hoped to the news of my finding the wallet and getting the reward. They didn’t look at one another. They didn’t have to. They were so much alike that their heads moved in unison, almost as if each head was attached to the others by a string. I pleaded my case over and over, but they sent me straight back to return the dollar to the man.

“You are not going to be paid to be honest,” my grandmother told me.

So I had to go back to the man and give his dollar back.

“No, no, this is for you!”

“I know!”

“And you should have it!”

“I know!”

But I also knew better than to go against anything my mother, grandmother, and aunt told me. I gave the money back and headed home on my bike in a downpour. I damn near drowned. I got home drenched and looking for sympathy. I could play the pitiful routine really well. Aunt Ethel didn’t buy it.

“If you hadn’t argued with us, you’d have been back before it rained,” she said.

In 1927 a major oil field had been discovered in Seminole, a sleepy little town just down the road from Holdenville. It had turned into a boomtown. By 1938 the search for big oil in our area had run its course. My father began to run out of luck. Instead of playing it safe with land deals, he started investing in wildcats, which were wells drilled by independent oilmen in uncharted territory. Successful wildcats came with big payoffs—but at great risk. Our family was soon pinched. The yellow Pierce Arrow sedan my father had bought for my mother during a streak of good luck was gone; our Chevy wasn’t new anymore. Dad took a job with a regular paycheck at Phillips Petroleum Company. In 1943, he was reassigned to an office in the Texas Panhandle. My mother and I joined him in 1944. I was sixteen, loved Holdenville, and didn’t want to leave. But move we did. I learned important lessons from my high school basketball coach in Amarillo, T. G. Hull. He told us to play all out but not to dwell on either successes or losses. He taught me that when the game is over, it’s over.

Our team did well in high school basketball, and I attended Texas A&M on a basketball scholarship. A little short and slow for college basketball, I lost my scholarship after a year and transferred to Oklahoma A&M at Stillwater (now Oklahoma State University) my sophomore year. At my father’s urging, I decided to switch my major to geology. When I graduated at the age of twenty-two, Phillips Petroleum hired me as a geologist. It was a difficult time in the oil industry. Geologist jobs were in short supply. By this time in my life, I had mowed lawns and thrown papers. I’d worked on a drilling rig as a roughneck, on the railroad as a fireman, and in a refinery. Hard work was nothing new to me. “What kind of master plan did you have back in your early career?” people ask me. I was married and had a child when I took my job with Phillips; the master plan was simply to get everybody fed.

Back when I was with Phillips, I was working with three geologists and a couple of engineers on a joint interest well. I was making $5,000 a year. One of the geologists asked, “If you could lock in a salary right now for the rest of your life and work until you’re sixty-five years old, what would you sign up for?” Everybody thought about it; I was the only one who answered. I had a wife and two kids by then and wanted to ensure that my family lived comfortably.

What would I work for without raises until I turned sixty-five?

“Twenty-five thousand dollars,” I said finally. At that period of my life, security was very important to me. Thank goodness it was only a conversation.

         

AT PHILLIPS, I met the monster: Big Oil. Phillips was one of the twenty largest corporations in America. It had twenty thousand employees, chemical and plastic divisions, refineries, an international operation, hundreds of Phillips 66 gas stations, and two dozen exploration and production offices—all run by a big and sluggish army of bureaucrats. I went to work in the home office in Bartlesville, Oklahoma. Every morning a bell rang at five minutes before eight, signaling you to your desk, just like in school. At noon, everyone would be standing by the door, waiting for the lunch bell. At one, the bell would ring, signaling that lunch was over. The final bell rang at five, and they didn’t want anybody staying past quitting time. (I once got reprimanded for staying until six.) Paranoia was rampant. What sickened me most was the waste. Management was incapable of listening to or even considering alternative ideas to save the company money or find more oil.

“If you’re unhappy, why don’t you quit?” my wife asked me after one of many nights of hearing my complaints. I don’t think she meant it or dreamed that I would actually do it. After three years, five months, twenty-one days, and four hours, I did exactly what she suggested. I went over the wall.

“I want your car keys and your credit card,” the division manager told me.

I walked out of the office with all of my belongings in a pasteboard box and headed for the bus. Although I was more than a little scared, I felt as though somebody had taken his foot off my neck. We had two young daughters by then and another baby on the way. Christmas was just around the corner.

My wife was surprised when I walked into the house.

“What are you doing home at three o’clock?” she asked.

“I just quit,” I said.

“Have you lost your mind?”

“No, I did what you told me to do last night,” I said. “You told me to quit if I didn’t like where I worked, so I did.”

“I didn’t mean that! I didn’t think you would actually do it.”

She paused for a minute.

“Boone, what are you going to do now?”

Someday I would challenge Big Oil, but right then I had more pressing needs. I had to make a living. I was twenty-six when I went out on my own in 1954, the youngest independent geologist in the Texas Panhandle. I used the $1,300 in my Phillips thrift plan as a down payment on a 1955 Ford station wagon and started out as a consultant doing well-site work for $75 a day. Those days were too few. My back was against the wall. When I was doing well-site work, I often slept in my car and shaved in service stations. At the end of my first year on my own I had put together seven drilling deals in addition to my consulting work. I knew I was not going to get rich on $75 a day. But if I could put enough deals together, I could make a decent living and accumulate some equity. Maybe then I could get rich.

Two years later I formed my first oil company with two investors. They put in $1,250 each for half the stock and established a $100,000 line of credit for our new company. I gave them a $2,500 note for my half. The company was called Petroleum Exploration Inc. (PEI). Then I hit the road again to find more investors willing to finance a drilling program for a group of wells. Except for a few members of my family, no one gave me a prayer of succeeding. My single-minded focus gave me an edge: I was now going to succeed or fall on my ass. In fact I always think I have an edge, but I love to be the underdog.

One day a geologist friend said, “You’re getting pretty unpopular with the other geologists here in town. You never come over to the Embers and have a drink after work.” The Embers was a bar three or four blocks away from my office.

“Well, you guys are going over there at three o’clock in the afternoon. That’s not after work,” I told him.

He didn’t think that was funny. We were in a pretty rough period in the industry, and all of us were struggling. “We’re all having a hard time,” he said.

“Yeah, it’s a tough time for the industry, but I don’t think the Embers at three o’clock in the afternoon is the place to solve anything,” I said.

“Look, Boone, why don’t you come by and have a drink with us anyway?”

“OK,” I said, and stopped off at the Embers after work. By then, they had already had three or four beers, so everybody was getting pretty loose. The Embers had some attractive waitresses, and they were all laughing and cutting up. I had a beer and hung around for a little while.

“I’m heading home,” I said. “You guys hang around here and somebody’s going to get into trouble.”

I wasn’t trying to be self-righteous, but a couple of years later, three of the five guys there told me that my comments had had an impact on them. Stay away from the temptation. Temptation scares me to death. Just don’t go where you are going to get exposed. I’d break down just as quick as another guy, but I just didn’t—and still don’t—give myself the opportunity. Again, it’s simple. There is work, and there is home, and there aren’t any stops in between. Now, you may ask, “Gosh, Boone, are you so rigid that’s all you ever did?” No. I played golf and I hunted on the weekends. I’ve been drunk, but never two nights in a row. I was a normal, red-blooded American guy. Only I decided early on to concentrate on business and home and to omit the distractions and temptations that mess up so many lives.

In 1962 I got PEI a very low-risk prospect in the Panhandle. We had a good run and drilled ninety-eight straight oil wells in Hutchinson County. By now our small company had grown to twenty-three employees and three hundred investors. Despite the fact that I had no management experience or executive training, I was starting to gain confidence in my ability to run a company. In 1964 we went public and changed the name from PEI to Mesa Petroleum. The name came from the tabletop mesas that rise from the plains of the Texas Panhandle. On April 30, we had 239 investors-turned-stockholders and issued 420,052 shares of stock. We were debt-free and a public company. We made a $435,310 profit on revenue of $1.5 million our first year. I thought it was a very good start.

By 1968, revenue had grown to $6.2 million, with profits of $1.4 million. We had 62 billion cubic feet of natural gas reserves and a couple of million barrels of oil at a time when oil prices were stagnant and the industry was depressed. I was impatient with our progress, but we were doing pretty well. I felt we needed to grow faster. This could be done either by making a big discovery or by acquisitions. We didn’t have the prospects to make a big discovery, so I began looking at possible companies to acquire. In early 1968, I found a good prospect, a diamond in the rough: the Hugoton Production Company of Garden City, Kansas. Their largest stockholder was Clark Estates, a New York money management firm that owned 11 percent. Not very impressive, but they controlled the company. Hugoton owned a substantial part of the Hugoton Field, the largest natural gas field in the United States. Based on reserves, Hugoton was fifteen times bigger than we were. But Hugoton had a no-growth structure and wasn’t set up to get the best price for its gas. We were. It was a perfect match.

I went to New York with Wales Madden, one of our directors, to meet Hugoton’s president, Mike Nicolais. Over dinner Nicolais said that he had backed away from three previous mergers, but he added that he would still consider one under the right circumstances. I invited him to Texas, and he accepted. I gave him a tour of Mesa’s operation and showed him how much we had grown in just a short time. Even though Nicolais mentioned that at forty I was young to be running such a big operation, I thought he was impressed. We had a high level of energy and an impressive track record. Hugoton had huge reserves and a solid operation but little vision for the future.

When I dropped Nicolais at the airport, I told him, “I hope we convinced you that Mesa and Hugoton would be a good fit.” He gave me some assurance but cautioned me that he still had to sell any merger to his board. A week later he called and politely declined, saying they had no interest in a merger with Mesa. Back at the office, I slumped in my chair, considering our options. The match was just too perfect. If only…

By late afternoon, it hit me—one of those life-changing moments. It came to me in the shower. I made up my mind that I was going to try a takeover, one that would set us up for even bigger and bolder moves down the road. Taking no for an answer would not be an option. We were going after Hugoton.

I was about to learn an invaluable lesson about the power of bold moves and big deals. Dow Hamm, who was executive vice president of Arco, told me something I’ll never forget.

“Boone, you will spend just as much time on a big deal as on a little deal. In big deals, there’s always serendipity. You’ll find a lot of lagniappe.” That’s a term folks in my part of the country use for a bonus or fringe benefit. “There’s so much in a big deal that nobody can evaluate,” Dow told me. “Once you get in there you’ll find out what I’m talking about. The bigger, the better.” I am sure that was what happened when Bob Anderson at Arco acquired Sinclair.

Hugoton was my first run at a company, and twenty years after we made the deal we were still finding plenty of lagniappe. Of course, it took a huge effort to make the deal. Acquisitions were fairly common in the late 1960s, but most were friendly deals. My partner, Lawton Clark; Wales Madden; and I worked closely together in those days. We felt like the Wright Brothers when they took off in the first airplane: Would this thing fly?

We took a small position in Hugoton’s stock for $1.3 million. We didn’t have the money to buy more, so we did the next best thing: made an unsolicited offer of Mesa securities for Hugoton stock, one share of a newly created Mesa preferred stock for each share of Hugoton common stock. It was an unusual offer, but one that showed the street we were serious. In a few weeks our activities upgraded the market value of Hugoton from $77 million to $137 million, an all-time high.

We had mustered enough money to bring our ownership stake to 17 percent. It was enough to make us the company’s biggest shareholder, and management was starting to take us seriously. On October 23 the company tried to do an end run by announcing a merger with Los Angeles–based Reserve Oil and Gas Company. What a dog. The company was a loser. It was a lucky break for us. Reserve’s earnings were only 34 cents a share, compared with our $1.83, and we were finding substantially more oil and gas. Hugoton needed to get a two-thirds vote to do the merger with Reserve; to block the deal, we needed another 17 percent. We couldn’t afford to buy any more stock, so we began lobbying shareholders to vote against the merger or at least not vote for it. That strategy worked. We weren’t even close to having enough stock to take over the company, but we were going to block Hugoton’s merger with Reserve. Hoping to break the stalemate, Mike Nicolais agreed to let me come to New York for a meeting of the Hugoton board.

Everyone was against me. They asked hostile questions, which I answered calmly. Wales Madden had told me before the meeting started, “Pick, stay cool.” One of the company’s directors, John E. Bierwirth, head of National Distillers, rose from his seat. “I’m leaving,” he said. “I’m not going to waste any more of my time listening to this guy.”

I seized the moment. “Mr. Bierwirth, how much stock in Hugoton do you own?” I asked.

“The National Distillers’ employee pension plan owns ten thousand shares,” he shot back.

“I didn’t ask you about the employee pension plan. What do you own personally?” I asked.

That lit a fuse within him; his face turned beet red. He didn’t say anything.

“Let me help you. Hugoton’s proxy material shows that you own one hundred shares.”

He looked like he was so mad he could have bitten himself. He just glared at me.

“I own seven thousand shares personally, and Mesa owns 17 percent of Hugoton,” I said. “It looks like I’ve got a lot more confidence in Hugoton than you do.”

It couldn’t have been planned any better. Bierwirth was so tight he wouldn’t have paid a dime to watch a pissant eat a bale of hay. I had proven that not only to him but to the entire Hugoton board. He got up, slammed his chair against the table, and stormed out of the room. Wales Madden and I were then excused from the meeting. I was making enemies, but I was scoring some points, too.

“You know, not everyone here dislikes you, Mr. Pickens,” a receptionist told me just outside the door. I smiled. “You may not realize this, but some of the directors are on your side.” That was something I desperately needed to hear.

We increased our stake to 28 percent with our exchange offer. It would be a stretch, but we could now borrow enough to bring our ownership up to the 34 percent level. We didn’t have to go that far. Hugoton knew we were there to stay. By early January 1969, Mike Nicolais surrendered over the phone: “Come to New York, we’re ready to talk terms.”

On April 7, 1969, the shareholders voted to combine the companies. Hugoton Production Company and Mesa Petroleum merged, and Mesa was the survivor. It would prove to be one of the most important deals I would ever make. Mesa now had the reserves and the balance sheet to play in the big league and compete for acreage anywhere, including federal offshore leases in the Gulf of Mexico.

In 1970, soon after the Hugoton deal, we acquired Pubco Petroleum, which gave us divisions in the Rocky Mountains and Permian Basin. Between 1968 and 1972, Mesa grew rapidly from a profitable small oil and gas company into a serious player with $92 million in revenues, $15 million in profits, and $189 million in assets. All of this after only eight years as a public company.

Our tempo was picking up. We were on our way.


Booneism #2: Chief executives who themselves own few shares of their companies have no more feeling for the stockholders than they do for baboons in Africa.


TODAY MERGERS AND acquisitions are commonplace, shareholder value is a hallmark of well-run companies, and chief executives are scrutinized by their shareholders, the media, and the SEC. And I have gotten a lot of credit for changing the way companies are run. It was another world back then. There was a time in the 1980s when excessive perks by executives went largely unreported. These executives ran their companies like private fiefdoms, all at the shareholders’ expense. You may have forgotten what was going on during this period. But I was intensely involved in the big changes that were taking place in corporate America.

Before I focus on the present and the future, it’s important to flash back to the past. The oil booms in the 1920s and 1930s were the result of the discovery of great oil fields. Fifty years later, most of the big fields had been found. Another boom began, which was more the result of price increases than the discovery of new fields. It resulted in a drilling frenzy that lasted a decade. We were getting our first glimpse of the oil industry of the future. The catalyst was the Arab oil embargo of 1973, when members of the Organization of the Petroleum Exporting Countries (OPEC) agreed to production quotas and a handful of small countries halfway around the world disrupted the most powerful nation on earth. By 1979, gasoline shortages forced Americans to wait in line at gas stations, the cost of home heating oil soared, and Washington urged citizens to keep thermostats at 68 degrees in winter. This was just a preview of what was to come thirty years later, but OPEC was just learning at this point.

There was no worldwide shortage of oil; OPEC was simply withholding it from the market. The situation reached crisis level when the shah of Iran was deposed and Iranian production nosedived. It drove the world oil price from $13 to $30 a barrel practically overnight. By December 1981 oil topped $40 a barrel. Newly discovered natural gas was soaring at more than $10 Mcf (thousand cubic feet). As a result, the U.S. economy went into recession in all quarters except the oil industry, where a boom of epic proportions was raging.

While Americans waited in lines for gasoline, oil companies were up to their armpits in cash. Profits doubled and tripled in the space of a year. Even though the companies were producing less oil, the higher prices led to record profits, and some of the firms deluded themselves into thinking that the profits were due to their leadership instead of increases caused by OPEC. I’ve said that giving the good old boys of Big Oil excess cash flow is like handing a rabbit a head of lettuce for safekeeping. They made some of the worst deals in the history of corporate America during this period. For example, Mobil paid $1.86 billion for Montgomery Ward as part of its plan for diversification. It was a disaster. When a 1984 issue of Fortune focused on the seven worst mergers of the decade, four of them involved big oil companies.

Money management was something I learned early on. Waste was a big deal in our family. My grandmother saw to that. She was a frugal woman. The first time I ever heard the word inventory was from her when I was a kid.

“Why would anybody buy two tubes of Ipana toothpaste?” she asked me. And as soon as she said that, I knew there was a lesson coming.

“Sonny, always buy one tube, and when you know you are running out you can roll it up and get another week out of it easy. Why should we carry inventory for Charlie Amos?” she asked.

Charlie Amos owned a drugstore in Holdenville, and my grandmother’s lesson on inventory control stuck with me for a lifetime. I don’t buy toothpaste or any other items in bunches. I buy nice clothes, but I don’t let them stack up. I shop for clothing once a year.

I hang on to stuff. Some of my possessions I bought long ago. I carry a bird-shaped silver pillbox purchased in 1959. I’ve handled it so much the engraving has worn off. There’s the $750 Rolex I bought in Vienna in 1964, which cost me so much that I had to max out two credit cards: mine and one that belonged to my friend Wales Madden. I also have a pair of infinitely resoled penny loafers from 1957. I almost lost them on a freeway in Riverside, California. We were in our station wagon, I had my kids, and it was crowded. Our clothes were in a luggage carrier on the top of the car, and I had left it unzipped. We were going down the freeway, and I looked in the rearview mirror and saw clothes blowing all over the freeway. I pulled over to the shoulder and backed up slowly. There was a lot of traffic, and the clothes had scattered on the other side of the road.

“I’m going to time it so I can run across and get the clothes when there’s a gap in the traffic,” I told my wife. “I think I can get everything in two trips.” My son got on the floor of the station wagon because he thought I was going to get hit. I ran out and picked up our clothes, including the loafers, and ran back. I’ve had those shoes ever since, and I still wear them occasionally. I somehow think they’re lucky. And when things are not going so good I wear them.

When I leave a room today I turn off the lights, remembering what my grandmother told me: “Sonny, next month I’m going to send you the electric bill and let you see how much these lights cost.” It was my first exposure to a lesson that has guided my career: Always think like an owner.

I have been frugal in my businesses, always keeping in mind that shareholders are the owners of a company, while members of management are employees. When I was in my thirties, I was invited on a two-day fishing trip on Yellowstone Lake with a group of executives from major oil companies, large independents, and service companies. I was the youngest in the group. The trip was memorable because it was when I first met Jimmy Lee, then the number-two man at Gulf Oil, but soon to be number one. He was a nice guy and that was about it. He also wasn’t much of a card player, and that was about it too.

On that trip and other gatherings with the leaders in the oil industry, I picked up some disturbing signals. The top executives seemed to have one thing in common. Most had spent their entire working lives in one organization. They were bureaucrats and caretakers who had moved up by avoiding the one thing that to my mind is the difference between success and failure: taking risks. They also didn’t seem interested in opinions other than their own.


Booneism #3: Far too many executives are more concerned with the four Ps—pay, perks, power, and prestige—than with making profits for shareholders.


THE ARROGANCE OF some CEOs was unbelievable. One story I like to tell involved a man whose family founded Union Oil Company of California, which later become Unocal. He was the company’s largest individual shareholder and a







OEBPS/images/Pick_9780307449818_epub_cvi_r1.jpg
THE FIRST BILLION
IS THE HARDEST

Reflections on a Life of Comebacks
and America's Energy Future

T. Boone Pickens

To subscribe to the free Crown Business E-Newsletter,
e-mail: CrownBusiness@RandomHouse.com





OEBPS/next-reads-html/fonts/Shift-BoldItalic.otf


OEBPS/images/Pick_9780307449818_epub_001_r1.jpg
T H E
F 1 R S T
IS THE HARDEST

REFLECTIONS ON A LIFE OF COMEBACKS
AND AMERICA'S ENERGY FUTURE

T. BOONE PICKENS






OEBPS/next-reads-html/fonts/Shift-Light.otf


OEBPS/next-reads-html/fonts/Fort-Book.otf


