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UNITED STATES DEPARTMENT OF THE INTERIOR

MEETING OF NATIONAL PETROLEUM COUNCIL

Conference Room A and B
Departmental Auditorium
Department of the Interior
‘Washington, D. C.

Thursday, July 13, 1967.
The meeting was convened at 9:00 o'clock a.ﬁ., J. C.
Donnell, II, Chairman, National Petroleum Council, presid}ng.
PARTICIPANTS PRESENT:

Jack H. Abernathy,
Big Chief Drilling Company

Robert O. Andersdn, :
Atlantic Richfield Company

Roy T. Durst, ,
Fort Worth National Bank Building

Elmer E. Batzell
Batzell & Nunn

Carrol M. Bennett,
Texad Pacific 0il Company

Fred E. Bergfors, Sf.,
- Quincy 0il Company

" H. Harold Bible,
Lion 0il Company

Jacob Blaustein,
American Trading and Production Corporation

Richard J. Murdy,
Consolidated Natural Gas Company

Howard Boyd, o
El Paso Natural Gas Company

Reid Bfazell,
Leonard Refineries, Inc.
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~John L. Burns,

PARTICIPANTS PRESENT (Continued):

E.'D. Brockett, )
Gulf 0il Corporation

Bruce K. Brown,
International Trade Mart

M. C. Browning,
National 0il Jobbers Coun01l Inc..

George H, Bruce, .
National Strlpper Well Association

E. 0. Buck,
Texas National Bank of Commerce

Cities Service Company

F. Allen Calvert, Jr.,
Independent Petroleum Association

Sam H. Casey,
Commonwealth 0il & Ref1n1ng Company,

. R. Eugene Chambers,

Armour Properties

Boyce R, Clark,

- National Tank' Truck Carriers, Inc.

“

J. C. Donneil,,II,

" Marathon 0il Company

¥

‘Rollin Eckis, 7
Western 0il and Gas Association

Elmer R. Erickson,_

‘Northwestern Refining Company

Stark Fox,

Inc.

Independent 0il & Gas Producers of Callfornla

George P, Garver,

Natural Gas Pipeline Company of America

George F. Getty, II,
Tidewater 0il Company
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PARTICIPANTS PRESENT_(Continued):

' Dallas, Texas

“John Harper,
- Harper 0il Company, Inc.

. San Antonio, Texas

‘Robert A, Hornby, {represented by unidentified member.

"J» Paul Jones,. . . : _
‘Pennsylvania Grade crude 0il Association

‘John M. Kelly,
‘Petroleum Consultant

" Walter J. Levy,

John ¥. Lynch,
Texas Eastern Transmission Corporation

Ernest L, Williams, :

The Louisiana Land and Exploration Company.
J, K. Jamieson, _ :

STandard 0il Company - (N. J.)

Jake L. Hamon,

Alvin C. Hope

Pacific Lighting Gas Supply Company

P, N. Howell,
Howell Refining Company

John G. Hurd,
Laredo, Texas -

Frank N. Ikard,
American Petroleum Institute

Harry A. Jackson,
Bmerican Petrofina, Incorporated

W. W. Keeler,
Bartlesville, Oklahoma

Alfred A. Kiltz
Mt. Vernon, Indiana

Stanley Learned,

Phillips Petroleum Company

New York, New York

<
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PARTICIPANTS PRESENT (Continued) :

Harvey R, Fifer,
National Bulk Carriers, Inc,

H. M. McClure, Jr.,
McClure Oil Company

E. H. McCollough,
Amerada Petroleum Corporation

Ricahrd C. McCurdy,
Shell 0il Company

D. A. McGee, (represented by an unldentlfled member)
Kerr-McGee Corporation

P

E. Clyde McGraw, :
Transcont1nenta1 Gas Pipe Llne Corporatlon

John W. Mecom,
Houston, Texas

Don H. Miller,

Skelly 0il Company

Otto N. Miller,

Standard 0il Company of California

"Ellis Mills,

Association of Ollwell Serv1c1ng Contractors

-

R. J. Moran,
American ‘Assocaition of OllWell Drllllng Contractors

A. L. Nickerson,
Mobil Oil-Corporation

§. F. Niness, - :
Chemlcal Leaman Tank Llnes, Inc.

Cecil J. Olmstead,

.. Téxaco Inc.

C. Pratt Rather, (represented by an unldentlfled member)

Southern Natural Gas Company

A, 8. Ritchie,
Wichita, Kansas
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PARTICIPANTS PRESENT (Continued);

Fred H. Robinson,
Panhandle Eastern Pipe Line Company

Arch H. Rowan,
Rowan Drilling Company, Inc.

Thomas J. Scott,

New England Fuel Institute

Wilton E. Scott,
Tenneco 0il Company

J. L, Sewell,

Mid-Continent 0il & Gas Assocaltlon

Forrest N. Shumway,(represented by an unldentlfled mesbel

Signal 0il and Gas Company

3§

William.wikoff,smith,._w:
Kewanee 0il Company

Charles E. Spahr,

The Standard 0il Company (ohio)

N. A. Steed,

Texas Independent Producers & Royalty Owners
Assoc1at10n

E. L. Steiniger,
Sinclair 0il Corporation

W. A, Strauss,
Northern Natural Gas Company

Paul E. Taliaférro,,
Sunray. DX 0il Company

A. W. Tarkington,

Continental 0il Company

Van Thompéon, ‘
Astec'oil & Gas Company

H. A, True, Jr.,(represented by an unldentlfled membe
True 0il Company

W. M. Vaughey,

Vaughey and Vaughey
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PARTICIPANTS PRESENT (Continued):

R. L. Vockel,
The Waverly 0il Works Company

H, F. Wagner,
Farmers Union. Central Exchange, Inc.

J. Ed Warren,
New York, New York

Everett F. Wells,
Ashland Oil & Refining Company

S. D, Whiteman, .
Kansas-Nebraska Natural Gas Company, Inc.

John Wrather,

"John Wrathers, Inc.

M. A. Wright, . _
Humble 0il & Refining Company

DEPARTMENT OF THE INTERIOR:

OFFICE. OF

Hon, J. Cordell.Modre, : ‘
Assistant Secretary, Mineral Resources

OIL AND GAS:

Admiral Onnie P. Lattu,
Director

NATIONAL PETROLEUM COUNCIL:

ALSO

- Vincent M. Brown,

Secretary-Treasurer
PRESENT s

Honorable Stewart L, Udall,
Secretary of the Interior

Gardner Ackley,
Chairman, , : .
President's Council of Economic Advisers

Donald F. Hornig,
Director, .

'~ Office of Science and Technology
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ALSO PRESENT {Continued}:

Fowler W. Martin,
Commander,

PARTICIPANTS PRESENT (Continued):

| Defense Fuel Supply Center
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PROCEEDINGS

CHAIRMAN DONiSELL: Members of the Council, I appre-

ciate your coming at 9:00 o'clock on such short notice. I

think most everyone is here.

‘The Secretary has an engagement on the Hill early

this morning, and it is for that reason that the meeting was

moved from 9:30 to 9:00 o'clock.

Wwe will have the roll-call

MR.

MR.

MR.

MR.

BROWN: Mr. Abernathy?
ABERNATHY :
BROWN: Mr. Anderson?

ANDERSON: Here.

BROWN: Mr. Baldridge?

response.)

BROWN: Mr. Bass?
DURST:V For Mr. Ba;s.
BROWN: Mr. Batzell?
BATZELL: Here.
BROWN: Mr. Bennett?
BENNETT: Here.
BROWN: ' Mr. Bérgfors?
mmmméﬁug.
BROWN: Mr. Bible?
BIBLE: Here.

BROWN: Mr. Blaustein?

by the Secretary.
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MR. BLAUSTEIN: Here.

MR.
MR.
MR,

" MR.

MR,

MR.
MR.
MR,

" MR.

'MR.

MR.

' MR.

MR.

MR.

MR.

MR.

MR,

BRbWN: Mr. Borger?
MURDY:'lFor Mr. Borger.
BROWN: Mr. Boyd?

BOYD? Here,

BROWN: Mr. Brazell?
BRAZELL: Here. 

BROWM: Mr. Brockett?

BROCKETT: Here.

'BROWN: Mr. Brown?

BROWN: Here.

BROWN{l ﬁi. Browning?
BROWNING: 7Here;
BROWN : Hrﬁ Bruce?
BRUCE: lere. |
BROWN:‘ Mr. Buck?
BUCK: .ﬁere.

BﬁOWN: 'Mr..Bufné?
BURNS; Heré.

BROWN: Mr. Calvert?

-.CALVERT: Here.

BROWN: Mr, Casey?

CASEY:  Here.

TBROWN: Mr. Chambers?

CHAMBERS: Here,
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MR. BROWN: Mr. Chandler?

(No :esponse.)

MR. BROWN: Mr. Clark?

MR; CLARK: Here.

CHAIRMAN DdNNELL:‘ Mr. Clar, will you plese .'e,tanq? |
Mr. Clark is a new member and hé is President ofgthe.Nétiohal
Tank Trﬁck Carriers, Incorporated. |

MR. BROWN: Mr. Donnell?

CHAIRMAN DONNELL: Here.

.~ MR, BROWN: Mr. Eckis?

MR. ECKIS: Here.

~ MR. BROWN:I Mr. Ellioi‘;t?

(No responée.)

MR. BROWN: Mr. Erickson?,

MR..ERICKSON: Here,

MR. BROWN; Mr. quee?

(No response.)

MR. BROWN: Mr. Fox.

‘MR, FOX: i am here; Mr. Sgcfetary. I wouid like to
interrupt the r011 ca11 fo;_a-momeﬁt, and direct:a.réquesf_td
the'Chairman.r. | -

1 wouié 1ik¢ five minutes' timerat tﬁe'apprbpriate
time, and preﬁerably before the Government people leave, beéaﬁs
I-ﬁould like to talk-to them as weil as £0 the Council about

the price of crude oil which is considered to be completely -
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unsatisfactory.

MR. BROWN: Mr. George Garver?

MR. GARVER: Here.

11

CHAIRMAN DONNELL: Mr. Carver, would you please stand?

Mr. Garver is a new member of the Council and is President of

the Natural Gas Pipeline Company of America.

MR. BROWN: Mr. Getty?

MR. GETTY: Here.

MR.
. MR.
MR.
MR.
MR.
MR,
MR.
MR.
. MR.
MB.
MR.
MR,
MR.
{No
MR.
MR.

MR-

BROWN: Mr. Gonzales?
GONZALEZ : ﬁere..‘
BROWN:‘ Mr. Goédrich?
LYNCﬁ: For Mr. Goodrich.
BROWN:- ﬁr..Graham?

WILLIAMS: For Mr. Graham,

BROWN: Mr. Haider?

JAMIESON: For Mr. Haider.
BROWN: Mr. Hamon? .
HAMON: . Present.

BROWN: Mr. Harper?

HARPER: Here.

BROWN: Mr, Hartley?
reéponse.)

BROWN: Mr. Hope?
HOPE : Heref

BROWN: Mr. Hornby?
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A VOICE: For Mr. Hornby.

MR.
MR.
MR,
MR,
MR.
MR.
MR.
MR.
MR.
MR.
MR.

MR.

MR.

MR.

MR-

BROWN: !r. Howell?
HOWELL: Here.

BROWN: Mr., Hurd?

"HURD: Here.

BROWN: Mr. Ikard?
IKARD: Here.
BROWN: Mr. Jacksén?
JACKSON:-'Here |
BROWN; Mr. Jone;?
JONES: Here.r
BROWN : Mr. Keeler?
KEELER:‘ Heré.
BROWN : Mr._Kelly?
KELLY: Here.
BROWN: Mr. Kiltz?

KILTZ: Here.'

BROWN: Mr. Learned?

LEARNED: Here.

BROWN: Mr. Levy?
LEVY: Here.

BROﬁN: Mr. Léomis?
reséonsé;)

BROWN: Mr. Ludwig?

FIFER: For Mr. Ludwig.

12
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13

MR. BROWN: Mr., McClure?
MR. MC CLURE: Here.

MR, BROWN: Mr, Mqullough?
' MR. MC COLLOUGH: Here. -
MR, BROWN£ Mr..McCurdy?
'MR. MC CURDY: Here.

MR. BROWN: Mr. McGee?

A VOICE: For M=, M;Gee.

MR. BROWN: Mr. McGraw?
'MR. MC GRAW: Here.

MR. BROWN: Mr.‘Mafshall?

(No respohsé;)

MR, BROWN: Mr. Mecom?

MR, MECOM: Here.

MR. BROWN: Mr. Miller? (C. W. Miller.)

{No response.)

MR. BROWN: Mr. Miller? (Otto N. Miller.)

MR. OTTO N..MILLER:A‘Hérg. .

CHAIRMAN}DON&ELL: Mr.‘Miller, would you pieésé
_staﬁd?. Mr.'Mille;'islarnéw menber and'Chairman of ﬁhe:Bdérd of]
the Standard 0il Company of California.

MR. BROWN: Mr. Ellis Mills?
.. MR. MILLS: - Here.
CHATRMAN DONNELL{ Mr. Mills is the President of the

Association of Oilwell Servicing Contractors and a new membex
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of the Council.’
‘MR, BROWN: Mr. Moran?
MR. MORAN: Present?
MR, BROWN: Mr; Murphy? -
(No response.)
‘.MR.lﬁRowﬁzr-Mr. Nickerson:
MR. NICKERSON: Here.
MR, BROWN: Mr. Nielson?
{No response.) .
MR. BROWN : Vﬁr. Niness?
MR. NINESS: Here.
MR, BROWN:_ Mr. Parkes?
{(No response.)
MR. BROWN: Mr. Parten?
(No response.) -
MR. BROWN: Mr. Partridge?
.(No résponse;) |
'MR. BROWN: Mr. Pottéré
(No fespénse.i -

MR. BROWN: Mr. Rambin?

MR. OLMSTEAD: For Mr. Rambin.

MR. BROWN: Mr. Rather?
A VOICE: For Mr. Rather.
MR. BROWN: Mr. Ritchie?

MR. RITCHIE: Here.

14
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MR.
(No
MR.
MR.
" MR.
(No
MR.
MR,
'MR.
MR,
MR.
MR.
MR.

MR,

CHAIRMAN:DONNELL:

BRCWN: Mr. Robineau?
reSpoﬁse.) |
BﬁOWN: Mr. Rbbinson?
ROBINSON: Here,

BROWN: Mr., Rodman?

response.)

BROWN: Mr. Rowan?

ROWAN: Here.

BROWN: - Mr. Scott? Mr. Thomas J.

SCOTT: Here.

BROWN: Mr. Wilton E._Scott?
SCOTT : Here.

BROWN;- Mr. Sewell?

SEWELL: Here.

Scott?

15

Mr, Sewell is a new member of the

Council, and President of Mid-Continent 0il & Gas Association.

MR.

-

BROWN: Mr. Shumway?

A VOICE: I am representing Mr. Shumway.

MR.

CHAIRMAN DONNELL: Mr.

BROWN: Mr. Smith?
SMITH: Here.

BROWN:  Mr. Spahr?

- SPARH: Here,

BROWN: - Mr., Steed?

STEED: Here.

Steed, a new member of the
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Council, is President of Texas Independent Producers

Owners Association,

MR.

CHAIRMAN DONNELL: Mr. Strauss, a new member

iCduncil,‘is*President of Northern Natural Gas Company.

MR.

(No”

MR.
MR.
MR'

MR,

BROWN: Mr., Steinigex?
STEINIGER: I am here.
BROWN: Mr. Strauss?.

STRAUSS: Here.

BROWN : Mf. Swear}ngen?‘
respoﬁse;)

BROWN: Mr. Taliaferro?
TALIAFERRO: Heré,

BROWN : 'Mr; Tarkington?

TARKINGTON: Here.

16

& Royalty

CHAIRMAN DONNELL: Mr. Tarkington, a new member

Council, is Eresident of the Continental Qil Company .

MR.
MR,

MR,

‘BROWN: Mr, Thompson?

THOMPSON: Here.

BROWN: Mr. True?

A VOICE: For Mr. True.

MR..

(No

PIRI

MR.

BROWN: Mr. Van Gorkom?

response.)

BROWN: Mr. Vaughey?

VAUGHEY: Here.

BROWN: Mr. Vockel?

of

the

of tnh

e -
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MR. VOCKEL: Here.
MR. BROWN: Mr., Wagnerx?
MR. WAGNER: Here.
MR, BROWN: Mr. Warren?
MR. WARREN: Here.
MR. BROWN:-_Mr. Welisé
MR, ﬁELLs: Here.
MR. BROWN: Mr. White?
(No resppnse.}.
MRf BROWN: Mr. Whitéman?
MR. WHITEMAN: Here.
MR. BROWN: Mr. Williams?
(No résponsé.) |
ﬂR. BROWN : Mr._Wimberlj?
(No response.)
MR. BROWN: Mr. Winger?
{(No response.) _ -
MR. BROWN: Mr. Wrather?
S Mf. Qrather:' Heré;
MR. BROWN: Mr. Wright?
MR. WRIGHT: Here.
There is a quorum,‘Mf. President.
CHAIRMAN DONNELL: You havefail received the copiéé
of the minutes of the laSt meeting which was held on Jénuary

3lst. If there are no corrections or additjons, they will
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stand approved as mailed to you.
Mt. Bruoe Browniwmg, would you pleaso preéent the
Memorium for Mr. Anderson? I am sotry-—-_for Mr. Majewski. .t
MR. BROWNENE: Gentlemen, the Resolution in Memoripm

to Bernard L. Majewski:

"On this 13th day of July, 1967, the National
Petroleum Council is meeting in formal session in the City of

Washington, D, C., for the fifty—eighth time sinoe it was

established by the Secretary of the Interlor twenty—one years

ago at the request of the PreSLdent of the United States.:

"The members_of this Council, before beginning theit
doliberatiOns today, wish tolpause both iﬁ éorrow and fohd
recollection, for one of their most belovod and dedicated col-
leagues, who is not among them. He departed this 1ife‘on
January 27, 1967;-and every ﬁeﬁber of the Council felt-a.pro-
found sense of personal loss at'ois passiQQ,

"His given name was éernard_i. Majewski, but.in
every part‘of thio.wondérfullland he loved sondearly,:ahd ‘”
throughout the Ametican ?etroleum Industry in which he worked
for 58 years, he wao simply-aod affectionatelyknown as t
'Barney.’

""Born in Chicago in 1895, Barney Majewski.begah h;s

oil career in 1909 " First he worked and fought his way from

 off1ce boy and tank wagon driver to Vice Pre51dent of the Deep

Rock 0il Corporation. Always an 1ndependent in thought and
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19
action, he left Deep Rock in 1951 to head a marketing group in
Chicago, characteristically named by Barney} "The Greaﬁ

American 0il Company.' Both through his Great American 0il

Compéqy-and‘as an individuai, he subsequently enéaged'in%almOSt
every'phase-of the oil business, including even the markét%hg
of natural gasoline and LPG where as President of éignalifeffeﬁt
Fuels he was associated with old'friends-in Ameradaianq the
'Signal 0il aﬁd Gas Company.

'VﬁThe'service rendered by Barnef to this nation and toﬁout
industry spans four decades. N; memorial reéolutioncould
commence to do hinm justice. His service to thé natiOn_funs
back to the old Planning War Council,'the éetrolepm"Ihdustry
Marketing Committee for the Middle Westthroughoﬁp the wér, and
after the war, to the Petroleum Advisory Board‘té the joint
Chiefs of Staff.

"Since 1953, it has been the excépfion'rather than
the rule not to fihd-Barnéy taking an active péxt;anth¢=board
of most of:the_important trade éssociatibns of the oil';hqﬁstry,
and as a member of almost all of the éommitfeesof these_asé§—
ciations and their governmental counterpar;s, dealing'witﬁ the
really éonfroversiél issues affecting oil at the time. s

"A charter member_of‘the National Petroleum COﬁncil;
Ba:ﬁeyIMajewski was its most articulate membef, and thermosﬁ
consistent and étaunch beiiever'and defender of its pufposé

‘and value. His advice and counsel were always sought. Between
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the birth of the Council and Barney's passing; 56 sessions‘of‘
the Council were held, and he was in attendance at all but
seven of them. He éerved as a distinguished member of the
Agenda Committee for 16 years, and on 28 épecial studylcdm-a
mittees of the Couhcil, eight of whigh he chaired.

"NOW, THEREFORE, BE IT RESOLVED, on this 13th 'day"csf_
July, 1967, that we, the members of the Néfiénal'Petroleum
Couhcil, record our warm affeétioh.for_our old ffiendIWe:can_
never:forget; and that we also record our admiration and appréé
ciation for the selfless service he reﬁdered'to-this Coundii,

to all his cdlleagues in the petroleum ipdustry, to his

Government, and to the people of this Nation.

fOf'ihrney it can be truly said he was unique. After
he was fashioned_the_mold was broken -- mésfer afrboth £he
King's English and the every day laﬁgqagé of oil men, ardent
advocate, dramatic, articulate, independent, bold, imaginative,
o , '

a champion of free enterprgie and the economic system under

which Barney Majewski, a_greatlexémple of the American melting

7
~

~ pot, grew, lived and thrived.

"We shail_miss.his never failing Sense'pf humo;; his
wit, his candor; his plain, honest'c;mmon sense, Admired and
respected by those aséociated with the_larger orgéﬂizéfiénslin-
our_industry, commanding the-devofion pf all the r1ittle gu&s'
in the business;'Barney Majewski; above all, was belovéd by ail

who knew him from one end of this land to the other. He was
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“an outstanding American with a deep faith 'in God, who loved

" love for Barney Majewski and our sorrow at his passing, be for-

18

~and as Chairman of it, on my previous occasion when I was

Chairman some 10 or 12 years ago, when we retired to the back

21
his family, his country, and people everywhere.
"BE IT FURTHER RESOLVED, that this expression of our

warded to his wife, Thelma, and to his children." "

PR

T

“”“f”TSignédfr "J. Howard Marshall
Chairman" '

Thank you. | B

CHAIRMAN DONNELL:.'I"ﬁould?suggest we-adopt.this by
a rising Qote._ | o -

(Audienée rises.)

qﬁAIRMAN DONNELL: Mxr. Mr., Warren is chairman of the
Nominating Committee. Are yoﬁ ready to givelgour report a£
this time? o

MR. WARREN: . Yés,-sir.

REPORT OF NOMINATING COMMIfTEE '
BY_MR. J. ED. WAﬁRéN

S

, MR. WARREN: Mr. Chairman, the Nominating Committee -

s

room and were told to stay out1a decent length of time_and
then bring back this slate -- this time we had a meeting and
exchanged lette:sf

The nominations that we propose are as follows:
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The Appointment Committee Chairman, Frank N. Ikafd.
_Memberé: E. D. quckett;.F. Allen Calvert, Jr.;"
George F. Getty, II,; Fred L. Hartley; A. L. N;ckersqﬁ; J.
Howard Rambin, Jr.,; C. Prétt.Ratheri M. H. Robineau;-quand'V.
Rodmﬁn; and Arch H, Rowan.. |
The'Agenda‘Committee: Chairﬁan, Jack L.-Hamon:"wn

Members: Jacob Blaustein; Howard Bbyd; Bruce K.

‘Brown; Michael L. Haider; John M. Kelly; H. M, McClure, Jr.;'

J. Howard Marshall; John_E.'Swéaringen; Andrew W. Tarkingéoﬁ;
énd J. Ed Warren. B |

I might say, thaﬁ_last name I had to work'awfully
hard to keep on this liét. The officers that“are proposed are:
Jack H. Abernaﬁhy, Vice Chairman; J. C. Donnell, II1, Chairman.

Mr. Chairman, I move that these nominations be placed

~in order.

CHAIRMAN DONNELL: Members of the Council, you have

. heard the report of the Nominating'Committee. I might'say'tbat

I did not seek another term, bﬁt it has been established some-

what as a precédent-that the Chairman should serve'two years,

s0 fhe report next yearrwill name a newlchairmgn.
As maﬁj as favor the report, piease say “Afg.“
(Whereupon, there was a chorus of "Ayes.")
CHAIRMAN DONNELL: Opposed, "No."
(No'résponse.)

CHAIRMAN DONNELL: Thank you, Mr. Warren..
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and others of you, 1 hope, will have a chance to get acquainted

former member of the Federal Power Commission, has more re-

. largest hydro-electric power installations in the country.

7'23-

I would like now to introduce the Honorable'Stewért
Udall, Secretary of ths Interior, and Co—Chairman of tﬁe
Nationai Petroleum Council.

' STATEMENT OF HONORABLE STEWART L. UDALL,
SECRETARY OF THE INTERIOR
- MR. UDALL: Thank you very much, Mr. Chai:ﬁaﬁ.:‘ééﬁw
sidéring your performance, I am glad we have a tw&-térm tra-
dition for the Council,

I am not_going to sggak very long this mbrning -f_.
fhere are just a few things-i-wanted to say. .I'have impoftant
testimony before a Congreésional Committee,'beginhing at 9:45
this morniﬁg and I am going to hit and run, if I may.

We do have §oﬁe of the first team of the Administrati
on the program today, Gardner Ackley, the Chairman.of the
President's Council of Economic Adviéérs is heré, and Dr. Horni
will be along later, too, SO you are g01ng to hear f£rom some of

the President's chief advisers thlS mornlng.

I wanted to 1ntroduce, because many of you know him,

with him, my new Under'Sedfetary that:the-Presideht nominated

two days ago, and I brought him with me this morning. He is a

cently been.serving as the Administrator of the Fire

Administration ih'Portland, Ofegon, which has one of the

on
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His name is David ﬁlack, and Dave, would yéu stand
up, please, 5O they‘can all see you.

(Apﬁlause.)

MR, UDALL: i‘am having a receptioﬁ-in-my_offide—ét
5:06 o'cloék today, a.fgrewell reception.for-Chaxles Lﬁcef-my
present Under Secretary, who, as most of yéu Enbw, is bé&dming
the:Chairman of the Board of Consolidatéd Edison in Ngw York
Citf in a few days. He has two more days ofjduty left wifh mé,

and I would like to invite all of you -- and I hope if your '

wives are with you, you would bring them and come to this re-

ception at 5:00 o'clock this afternoon.

It might give some of us an opportunity to visit in

the corxidor and for you to get acquainted, and those of you in

the New York City érea, based the;e; would be pértiéularly in—
terested, I think, in meeting Mr. Luce if you haven't had an
opportunity earlier to do so. So, I_issﬁethat as:an added
social event ofrthe day, if I may. o

| ‘This has been a very turbulent six weeks, the period
tﬁat-wé-just passed'tﬁrbugh. 'Indeed;fthe ﬁurbulenée, as'we |
ali'know, isn't ali o#érVWitﬁ;_ I d&ubt.that any of ﬁs'inrthis
room would have fhought.thaf thé events that have occurfed,
could occur, without there beinﬁmore disruption, dislb&étidn;
perhaps serious-impairment.of the status quo in terms of the a

big picture with regard to.pétroleum in the Middle East and in

the Western World than has occurred.




" Phonei’ (Arsa 202) 6284266

WARD & PAUL

. 917 G 51, N. W., Washington 1, 0, C,

10

11

12

13

14
15
16
17

18

19

20

21

22

23

24

25

~and at times some people, certainly none of you in this room, .

that were'lnvolved. ____\ -

'quo and that the existing situation has been‘distrupted'as

"-25_.
Certainly, one thing that has been uppetﬁost in my |
mind as the days, as the ctisis unrolls and as the events.move!
forward, was how fortunate we:are in this country‘in-terms pf
our national security to have a strong and‘vieorous petreleam
indﬁetry.' We have,and particularly in light of our 01171mport
program, which is based on the nat10na1 1nterest and the natlon

securlty. We have talked a great deal about nat;onal SeCurlty

have snickered a little bit and you said, “Well,‘is‘natiohal
security really invelved?“ N |

| Well, when one gets to a crisie of the kihduthat we
have had, I think -~ and when one realizes so clearlyland fully
how the military capaeity of a natiqn in a meehanized world
depends 1itera11y on the availability of'etﬁplies of petroieum

products that make the machines go, - I thlnk -- this certalnly

drove the point home both to the natlon, and to all of thove

1 thlnk that it is somethlng to 1ook upon Wlth a
great deal of satlsfactlon that we haven't had a Suez roller—
coaster in terms of prices, in terms of the everall,pieture
that constituted tﬁe aftermath of the hostilities in the
Middle East. I thinﬁ it ie guite remarkable, ateleast.tome,
in a way, that in terms of the internatiOnal companies thatr

the ~~ and I cross my fingers wﬁen I say it -- that the.status
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.think the industry ﬁeople, and I say this intending to praise,

have been very cool-headed. I haven't seen a single statement

headed persoh in the.coﬁntry was the'?resident of the United

knowing. that you can deal with any contingency thét'arises,

"us in knowing that we had plans with the other nations allied

‘are being imﬁleﬁented to meet the emergency condifidné'tﬁat

———

26 .
littie as it has.

I think there is a good reason for this because I

by any leader of industry, any of YOu in this room, any chers,
that in any way might have, during the crisis, or sﬁbsequénfly,
done anything to disturb what was a very delicate sithatidn}

I think the nation was.fortunate that the most coél—,

States during this entire period, and~i:think that the peéce of
the world and the secﬁritf of thig country héve'benefited as a
result, | l B |
fﬁut; éertaihly,-ﬁhose of us that have.bgen working
with the_Emergéncy Committée,.with yQur pecple, reaiizé ?he
imﬁorténce of therpreparedhesé steps that have been taken;
Certéinlj, onélofAtheigreat 1essoﬁs of this.cfisis, in-termé
of pet;éleum, Vas‘the impdrtance of préparednessf the import—‘

ance of knowing whatryou can,ahd'can't, do,'the'imporfance of

and I think we were in a position to do this.

'~ It was, also, I think, a source of satisfaction to
with us.in the Western World, and-that these plans can be, and

exist. So that I simply want to say -- and that is the one
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point that‘I wanted to make -- that_ffom Where we sit, that I
think there is oause for a great deal of satisfaction, notfof
smugness, but of satisfaction, that a very-vital industrf has
behaVed with great‘restralnt and greaf respon51b111ty, a oatlsm
factlon that the country proflted and beneflted from good
planning and from preparedness:steps that wore_taken.

I think the fact that we have not had a price roller-

coaster situation, it hasn't developed, indicated again the

lessons of 1956 and ﬁhe_fact that induétfy realizes that their
future is tied to otability.

So, Irwant to.soy this to 511 of you at the béginning_
of this meeting.today. X think that the meeting should go for-
ward with érfeeliog that we haﬁe passed through élvery diffi—
cult period and that this industry and its 1eaders have oome

through, as far as I am concerned;'and I know I speak for the

Administration on this,'with flying‘cOIOrs.
1 wi;l let this be my offioial-comments to YOu”ﬁere:‘—
today and I wiii hope to see mony of you‘at the reception in
my office at S:OO_Ofclock this evening. |
Thank yOu'very rmuch.,
(Appléuée;) |
CHATRMAN DONNELL: Thank you very much, Mr..Sec'ret.ary
Mr. Allen Calvert has.asked for an Opportonity to

present a very short statement at this time.
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STATEMENT OF ALLEN CALVERT,
.MEMBER OF iHE |
NATIONAL PETRGLEUM COUNCIL
MR. CALVERT: .Mr. Chairman, Mr.‘Secretary,;diétiﬁ-
gui;hed guests at the head table, fellow members and gﬁésts:'

Mr. Secretary Udall, as always, you have cdmp;ied7'

with a request on my part.  You have talked re*independenbe'and

we will cerféinly accept thé bouque£ of roses you have,toésed
us. We have a short statément to make and we are goihg t; re~
turﬂ some roses to you and,I hope, without tﬁorns.f

.On behalf ofrthe IPPA, IamjcommisSionéd'bnyhe
membership to accléiﬁ'the Government, and particu;ariy you,
Secretafy Udall, fbr-having_expeditiously takén tﬁe_initiaﬁive
in recognizing the emergency as to crude dil ahdrifé prqdﬁcts
caused by thg Middle East confiict@

You, Secretary Udall, and yﬁur staff and felate§ |
Goverﬁmént agencies, the 6ffice of Emergency Planning, Gardner
Ackleyiovér there, and‘the.Jhstice bepartment, and other
Gavernment ageneies hﬁﬁe collaborated invfaéing up té £he
pgtfoleum needs of the Erée World._ Due to youpraccéss'térthis
ﬁérldwidé inteiliéence,lyoudkn;w £helrequireﬁénts much better
than we in the industry.

Meeting'these nééds, including our Atlantic Alliénce
and national security reéuiremeﬁts, will of course-recéive:

wholehearted cooperation from all segments of ourfindustry

N,
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from now oﬁ, just as you have since June 5th.

We are grateful and preud and secure in the kﬁowiedée
that the domestic industry has the surplus capacitf?to be
drawn upon. We credit this capacity to the free enterpxise
sysiem,'the wisdom of the State-regulatory agencies and”ﬁudiﬂ
cious Federal'laws_and policies. |

We reeail one of your early statements, Secretary
Udeil, and you used it today ;- hew heartening it was to'reeege
nize the self-sufficiency of fhisrcountry. |

But, in responding te these needs, Mr. Seeretery,.and
to this energency, we hope that-when we draw upbn this excess
producibility, which we are doing now, all concerned wiil
recognize that theieconomie iﬁcenfive to replace'these reeerﬁes
is not present in fhe current marketblace. No beﬁter aqthority
e#iststfor thi; sﬁatement thaﬁ the_conclusion reeched,inﬁthe
National Petroleum Study recently completed, which was cir-
culated some few months ago,hend of couree,‘it wae cenduceed-
under youf jdint chairmanshiée' |

' I would urge ‘and hope that the GOVernment and the
1arger units of our industry who are most knowledgeable 1n thls
area, will recognize the neceselty to improve the economic in-
centive. ,1 '7; _. " ' | 'i? ;- ;;"‘_

Aéain, I thank you, Secretary Udall; and thaqk yeu,

Mr._chairman, for allowing me to talk:-at this time.

(Applause.)
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MAHARATwWA 1 STATEMENT OF GARDMER ACKLEY, CHRAIRMAN,
NatPetChcl
é PRESIDEHT®*S COWICIL OF ECONOHIC ADVISERS
3 CHAIRMAN DONNELL: Our next speaker is Mr, Gardner
'“*) 4 || ackley. Professor Ackley was born in Indiana, reccived nost

5 | of bis edUcationIin Michigan with aGVanced degrées fron the
6 | University of Michigan and Western Michigan University. éovernm
7 menf service is not new to Pfofcssor Ackley, He sta}éédrhis

8 go§ernment caréer in 1940 with the Hational Resources Planning
9 || Board and continuing thrbuqh the wér yvears he was with thg

10 || 0ffice of Price Administration and the Office of Strategic Ser-

11 || vices, During the Korean conflict he served with the Office of
12 || Price Stabilization,

13 When not sexving the government he rose in the academjc

WARD & PAUL

14 || profession almost exclusively atlfhé University of iichigan, bet
15 || coming a.prof9550r in 1952 and dégartmcnt chairman in 1954.- Higp
16 || many professionalactivites, to indicate but a few, included
17"membership_on the Board of Directoré ~-- Board of Editorsz of the
18 American Econonic Review;'nifector‘of Social Sciences Rescarch
19 || Council and consultant at various timés to the Ford Foundation,|
20 -Brcokings‘Institution, National Bureau of Econonmic Résearch.and

21 other groups, '

Aéuj | 25 He has nany professionai and honorary affiliations and
‘: 93 has published extensively, It comes as no news to you that he 1s
: | . | i is
H 24 presently on leave from his acadenmic post and once again is
E - T ' N - -
5 o5 || Bexrving his government, Beginning in 1962 as a menber of the
: ,
a
4]
B
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Council of Economic Advisers and since 1964 he has oécupied his
present pésition as Chairman of that Council,

It is indeed a pleasure tolwelcome Pfoéessor ACkley
to our Council and to precent him to you at this time,

7 (Applauze.)

S

MR. ACKLEY: Thank you, Mr. Chairman.

Gentlemen, when Stew Udall invited me to speak to
this audience some tinme ago I must confess that I was £emptad
to plead a competing engagerent, I have heard it rumored'that '
the petreleum industry does not unanimously regard the Council

of Econonic Advisers as that government agency most sympathetic

to its needs and problems, If this is true; it ié-a feeling

‘that the industry shares with the Hational‘quﬁars Union, the
AFL~CIO, and sone other.respectabié grdups.

Yet, while I can séaﬁcely eﬁpéct fron you as énthusi-
astic a welcome as HMoshe Dayan rnight réceiﬁe in Caifo, I have
decided that in this case valor was the_bettef part of-dis-

cretion, So, here I am. N 7

Soﬁé years ago. a Secretary of Defense érovbked a cer-
taiﬁ-amount'of criticism by'saying that what was good f&r‘Geqera
Hotors was qood for the counfry. That was arsomewhaﬁ:dﬁeff |
gimplified stafement, vet it was proﬁahly not too far frbm the
mark, éhough'my formulation would reverse the emphasié. rI

~

think that particularly in the last few yvears both'industry and

[

government have increésingiy come to agree that whét is good forl
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for General iHotors, butrfor'the oil industry and for every othoy

way on occasion, and indeed even chronically, pursue policies

two-way street, Covernment may at times have to enlist the

32
the nation ié,'in the vast majority of the cases, not only good

espeéially in the long run, And, conversely, what is good for
the long=range interests of the oil industry is aiso,.with fow
exceptions, good for the pation., Of course, the exceptions are
important, Members of this or any other industry may in.the

normal pursuit of appropriate corﬁOrate obj;éﬁivés at timeé act
in a manner inconsistent with the interests of the community at

large and governnent, as the representatives of that conmunity,

with which you and others cannot be éntirely happy
I hasten to add, however, that the mere existence of
these inevitable divergences bhetween corperate and community

objectives does not automatically imply the need for government

~

interventioa nor for any dramatic confroﬁtaﬁion betveen iadustrﬁ
and government, On the contrary; the great bulk of thege di-
veﬁgences.are mergly a natutalrcharacteristic bf_oﬁr gsysten of
free enterprise in democratic'soﬁiety. They are o:dinarily éﬁd
proﬁerly sinply accepted 6r_i§nored. There are timeé; hbweﬁer,
when their impact is so broad and serious fhat qovérnment cannok
‘ ‘ i

stay aloof,

Industry and government invelvement is obviously a

assistance of an industry in matters of broad national or

internaticnal concern or impose requirements or restrictions
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in the overriding public interest. At least és frequentlf,
however, industry encounters problens it danft-ﬁolve with its
own resources and calls onrgovernment for help. In either case
decisions must he reached regarding the course of action or. in-
action which will best rg;cncilejthe interests‘of thé coﬁpany
or industry with those of the community.

on the bréédest scale, howevgr, it is the essential
pafallelisn of interest which is almosi always clear and domi-
nant and not the incviﬁable divergehcieg.

In saying thiﬁ I am not inteﬁdinq to endorse the
reported view of one of 1y professiohalreccnomic colleagues in

a book just published which appears to hold that for.all prac-

tical purposes big business and big government constitute a

cozy and nnbreakable allianée_dictﬁted by the facts of nodern
technolégy and nanagenent.  But, X am:saying that the gdals af
business and of governnent, élthough notﬁ%he‘same,-are'not |
mutually inéonsi#tent'mnst of the tinme,

Oﬁe of_the-areas'in which the identity of interest is
most obvieous lies in thé mutual objectives which ithink_?e-all-
share of steady economic growth at a sustainableupace_énd with
reasonable stability of prices; Wwe have learned, I think, fhat
this doesn't oécur by itseif.‘ It requires conscious.and
deliberate aciticon of a sort'that dnly the Federal Government
cén take, and the principal tools are thoée of fiacal_aﬁd

monetary policy. Both our ability and cur willingness to use
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- The housing industry was thrown into a severe depression last

- 34

theée'toolg has developed greatly in recent years, I will
surely not try to defead the pr0p§sit§on that our record in
their use has been perfect. Ciearly, the unéxpected, énd by
their nature, unpredictable requirenments of wayx have upset the
sensible and rational calculations of fiscal and ménetary poliCy
on mofe than dne pccasioﬁ in_;epent years.

Lan£ yeéf too much of thcxgurden of stabilizing the
econony was assumed by ﬁenetary-policy, with consequences that
were not entirély happy for ﬁhe Admipistratioﬁ, for the Fedéral
ﬁeserve Systern, the business community; and'particplarly the
financial and hémcbuilding segmenﬁs, nor for the Americaﬁ people
Yét, given the difficult prdblems off a vwartine eaonomy,.x would
argue that we have done mighty weli. ,A severe financiél crunch

develoned last surmer, but a financial crisis was avoided.

sumnex and Fall by a starvation of mértgage funds, but the
recovery has been prompt and substéntial; lousing st#rts in )
Hay wexe up 50 perceht from their low goint of last Qctober.
An unsustainable and dangerous. boon in plant equipmént,Spendihg-
was cooled off without throwing business investment into a sharp
réversal. Although putting on the brakes cauaed'asubétanﬁial
overaccumulation of inventories last fall and winteﬁ, tﬁat hag
been and is being curfently balgﬁced of £ by a substantial
underaccgmulation, and uithputnthrowing the economny into a

recession. . Prices rose far too fast from mid-1965 to.mid-IQGG,
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- the rate of inventory accumulation offset most of the sizable

half billion dollar increase in gtoss national preduct for the

-the rate of inventory accumulation fell some more, but this
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but that rise was slowed'down without resort to damaging and
inefficicnt and inequfiable direct controls over wvages and‘
prices. We have been through a tough period. Bn excéssive
boom from mid-1965 to mid-1966 wan followed by a sharp retarda-
tion when £he brakes finally took hold, but we are coning
through the adjustnent wcll'and can 1onk-fbrward with confidency
to the new problcms_thatrlie ahead, —

that is the economic outlook? To us in the Council
of Econonic Advisers it appears essentiélly the sane teda?*hs
it did last Janvary. After a sluggish f£irst half-yecar, a
gradually accelerating revival that by year—end conld threéten
the return of inflationary pressures. 7The SIQggishhess of the
first half has been due to a combination of three factors, two
of which we foresaw, ﬁnd then the third of which we'didn'f.

In the first place, inventory accumulatipn“fell'frog
an annual rate.oﬁ sigteeh and a ha1f bi11ion'aollars in the
fourth'quaréer_of last year to five ané o hélf billién dollars

in the first quarter of this year. This $11 billion drop in

increase that occurred in the final demands of businesses and
consumers and governments, and it gave us a mere four and a -
first quarter, all of it due to price increases.

From the first to thé second quarters of this year
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necessarily rather °10w. liousing starts have turned around
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time by less, from five and a half billion in the first quartes
to probably one billion or less in the quarter just ended,
Final demands continue tp rise weil and_we are guessing.tha?
the ﬁet gain in GNP for ﬁﬁe second quarter was probably around
$10 billion, at least half of it real,

Looking ahead, it appears to us that inventory accuriusy
lation will decline little, if any further, and‘thereby-dease_-
to he a drag on production; Aﬁ 5omé paiﬁt it will begin to
rise back towaxrds its_n;rmal gix Lo aight'billion-doilar a year
level and becene a positive force, |

The aacénd factox 1n ‘the sluggishness which we cer-

tainly foréﬁaw,ﬁas that the recovery of hcuslnq would be

nicely, but ccns truction expendlturbb lag considerably behind
housing starts and they have rénained iow, although beginning
ﬁow slowly to rise, |

Lobkingfhﬁéad, the recovery of housing constfuction,
ewpenditureﬂ shouid accelerate, contrlbuting an additlnnal |
five to eight billion dollars to the level of GNP bv sone timo
early next vear. ;here is, of course,.one caveat, that recovery
could be threatened if there were a return to tight ﬁoney ané 
higher interest rdtes whicﬁ might again cause a starvation of
mortgage credit, and this is 90$ethinq we are detexrniined to

avoid if-at all pnAﬂlble.

The third factor in the sluggish performance of the
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econony in the past six nonths was an unexpected and largely
unexplainable cautiouszness in consumer buying., Consumers have
been saving an abnormally high percentage of tholr income and
this hap causea the rise of c0néumer spending to be.siower than
we:would have guessed. However, the news from Detroilt and
thyee successive months of risiﬁg total fetail sales suggests
that the consumer Maf be returning nov to a more normal péttern
ofISpending. at the very least, we should see no further rise
in the réte of consumer saving, so the consumer will cease to
be a drag én econonic activity. Hisspeﬁding from now on will
rise along with his incone.

Spending by state aﬁd locél gavernménts has been risi
faster than evér, by two or more billion dcllars a quarter,
and that advancé will surely continue,

Federal spanding will not be risinﬁ as rapidly as iﬁ
the immediate g%gi unless there are significﬁﬁt néw troop
deployment; to éietnam."ﬂut, it'will'cantinﬁé to rise in any
casa.

without somé nevs rest;aint-on fhe growth of demand

NP could be rising by we}l.ov%rr$15 billidn‘a'quarter_by late
this year or early next, and that would be too fast an. advance,
It would renew pressures on labor supply, wages, and on prices,
Unless new restréint cones from a tax increése, it will surely
cone - from a returned tight mbnéf, and éo oux joiﬁt objective of

a soundly based and healthy growth of productimﬁ and incomes

¥

i
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- ilprobabkly be moving slightly upward., Most raw matérial prices
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inmposes new chailenges on econcmic policy. None of us like to

pay higher taxes, but there are surely worse alternatives. I

an confident that the buainesﬁ cormaunity in geperal and members

of this industry in particulnr.can support tﬁerPresident's

request to the Congress. for the enactrment of a tax surcharge,
The same revival of demand that will require new

figscal restraint also means that the problem of rising prices

will still be with ué. In fact, it has not really ﬂiSappaareﬁ.

In recent months the advance of our overall price indexes has
sloved down naterially, but in large part this merely reflects
the fact that farm prices and some raw materials have bean

retreating from their peaks of last year. Behind the scenes the

fast as a year ago} but still definitel? rnoving up, IWages have
continued to advance_ahout as fast as last year, which is too
fast, énd productivity gains haﬁe beeh temporafily dgpreséed.'
Profit margins have heen'imﬁaired in many industries aé-cost
increases have been ahsorbed. In the months -ahead, farm prices

will no longer be generally declining, On the average they will

have probably hit bottom, With moré-rapidly rising_production,
productivity gains should revolve, but with'stronger demand,
cost increases will again tend to be passed‘aléng to huyers,

| The clear fact is that a high émployment, high pro-

fluction economy has a built-in inflationary biag even if excessiy

&
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‘one really gains from such a spiwval, Business raises prices to

and again raises business costs,

effort of this Administratién‘;n the past geveral years has
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demand pressures are avoided, nnd the lingering effects gf last
year's price increases will strengthen that bias in the months
ahead. |

So, I concludelfhat thé need'to sgek_the utnost
restraint in wage and price advances will ﬁemain a central con-
cern of goverbment economic policy in the year ahead.-

Ithink I negd not streszss to this audiénce the interosk
you have ahd we all have in the restorxation of price_stébilitya
In the 1ong.run, virtually no industrf or no'company or nﬁ indit

vidual can benefit from an unrestrained price-wage spiral, No
cover rising costs, but the-higher cost of living raises wages

He have:already seen the impac? of ;ast year'é‘incr@ase
in consuner ?rices on the pattern of lahor négotiéﬁioné and
wage gettlements. When wages énd profit ﬁargins are rising
more rapidly than productivity, simple arithmetic shows that
thle monef incones één easily rise faster théh tdﬁal output,
real incomes cantt,.énd the butden of adjustment_is thrqwn_on

the price level, It is for this reason that so much of the

been devoted to urging pricé restraint on industrg and wage
restraint on labor, Obviously, when a company is asked to hold
prices at a level lower than the market would stand, this in- |

volves some sacrifice in terms of profit, at least in the
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short run, In a longer perspective this sacrifice may be nore
than repaid even for the company in the industyxy by the greater
stability of markets and by-moderétion”of cost pressures. From
the point of view of the community aé a vhole, the benefit of
price stability is almost incalcglable._ One simplé réason, of .
courne, is that infi&ﬁion hurts mést those least able to pro-
tect thnmselves; Inflat#on redistributes both income and
wealth in ways that bear no relation to economic contribution
or ability Eo hear the.ioss, and so it engendérs unrest and
social divisions that-Weaken the social fabrig and impair.
national unity, .

The second'reason is that'rising prices digtovt in-

_centlve} and .the nattern of production crbatlng iﬁbalancra that|

make it nore Aifficult or even impessible to maintain steady
growth of production and incomes.
A third reason is what rising prices will dovto'our

balance of paynents already overburdened by the heavy dbilar

costs of oux defense effozt'in Southeast Asia and our commitment

to freedon and stability eisewhéte in the world,
Cons equently, in the absence of nandatory controls
i

which I rcqard as unthinkable, each company which has any dis-

cretion in its pric1ng policy must make its own cnreful appraisl

of its short-term and 1ong-Lern objectives, of its reapon51bilit

to the comnunity at lirge, and of the benefits that all dcrlve -

from beat serving the interests of that'community which lie in

A

-
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the return to stable prices.

I suppose it iz clear that I am not only talking about

prices in geﬁeral. I am talking about petroieum prices. Since
1364 the average sefvice'station price of gasﬁline,-exclnsiﬁe
of tax, has-risen more than 12 percent, or about three times as
fast as the average for all nonfood commedities at retqil. Iif
sone calculations X madellast night are correct, over this
period the increase of about two and a half cents per gallon,
before taxes,.has édded'some $2 billion to‘the costs paid by
the American consuﬁer‘énd the same amount to industry revenues.
2bout one sixth'offthe entire increasé in the nonfood commﬁdity
component of the consuner price index over these three vears

was accounted Ffor by gasoline alone, By coﬁtributing to the

rise in the overall consumer price index, these increases have
triggered auwltomatic restoration clauses in a numher of industrig:

gasoline prices aléne adding tens of éillions-bf_dollars to the

t:

annual payroll costs of American business.

.inrthe 1igh£ of'these facté I hope that:you‘ﬁill at
least coﬁdone the Government?s expressions of concern-bver the
last round of gasoline-ihcreasés'that,ﬁccurred gariier thisr
year, In any event, I offer no apologies for the Adminisﬁraf
tion;s request, that the companies that initiated tbe'iﬁcreaSes
reconsider them and fhat'others refrain frowm following'tﬁeh.
so far as the major companies were qohcerned, at least, we séw'

neither need nor justification for another round of increases

-
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have no immediate concern regarding the'adequacy of oil supplief
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at a time when price restraint‘is so essential to the avoidance
of an inflationary spiral. Obviously, the restoration of
price stability can't be accomplished by the exercise of
restraint by-ﬁ single industry or only bf busihess and not by
labo:, and our efforts to sedh restraint have not been confined
to oil prices or te prices alone and not to wages, But,'by.
the sane token, no induﬂtry.and no labor union can be exrempted
from thea ébiigation to exercise rtspons%blyAits noser over
prices and vages. . The larger the industry,*thé broader its
ramificatipns,.the greﬁter its share of reapansibility;
Fiﬁaliy}_let me turn toléoﬁe implications of the

current situation. Thanks to the strength of yotr industry, we

for our own use, anq we haye wélcomed also your readinesslto
c00perate-with the Government and among youfselves in alleviatifg
the situation in Hestern Burope once the delays in obtaining an
agreenent anong the Europeans thenselvaqiwere overcome, We
remain ccncefned, howaver, about mlnlniainq the iwpact of the
nécessary adjustments on our own economy;5 All recall, some wit‘
apprehenqion and smone perhaps thh nostalgia, what happened to
petroleum prices at tha time of-the last Suez crisis; I havé _
the impression also that the sharp price increaven in 1956 and
1957 did not refloct any real shortage of supplies at hone.
Certainly, the fairly rapid subsequent erosion of thoge in-

creaszes strengthens this inference.
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| Confronted with a ginilar situation today ﬁe can

earnestly hope that the same theme will not be replayed, and X
an confident that it willrnot. We certainly recognize,‘gs w¢
must, that the process of adjusting to the needs of the present
emergeﬁcy can have an effect on costs, For cxample, in activatn
ing marginal preductive resources an&jthe losg of some lower-
priced irports, readjustments of transportation or production.
schedules, %e would urge, however, that these limited cost
increases be ahsorbed by vour companies to the maxinum extunt
and that no new round of price increases be initiated. Cer-~

tainliy, a repetition of the wild pri@e gyrations which occurred

back to our efforts to restore general price stability.' To
the extent that they would inflawe inflaticnary trends in the
general econony, your industry too.would lose in the long run,

' We are, thercfore, most gratified 5y the fact that
officiéls_oﬁ some of your companies have alfeady expséssed to
Government representativés their'inténtion to hold the line on
prices; and they are agreed'that the Hiddle_East situation
should not be used as the excﬁse or the oqéésion'for disturbing
the preﬂent general level of petroleum prices. .

T hope you will forgive ne for talking 50 e/plicitly
about a problem that is obviously a sensitive one, but I wanted

you to know of our concern and of the rcasons for our concexr.

In the past several fenrs I have talked personally with
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~or because we have been, - Sometimes we have simply agresd to
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officials of méjor American business firms about pridg increases
wvhich they have initiated, which one of their competitors have
initiated, which were rumored to be pénding_or in some cases
.which they voluntarily infarmed_us they were considering,
Perﬂaps on a hundred occasions in thg past several years I have
had this "show us", a pleasure,

We have not always ayrced on wvhat the companies
Sometimen we have agreed, either because they have heen persuacdhd

disagree, only very occasionally in public, The moét remarkablp
fact to me is this: UNot mors than once or twice havé i'been
told in these discussions ihﬁt priées are a private affair and
that the GQVErnmeﬁt has np.business asking'qﬁestionﬁ or expressy
ing opinions about them, On the contrary, almc%t invatiably.I
have been told that the_compan? recognizeé that there was a
larger public intoxest in the price decision, that tﬁey agreed
that that interest should play a role in tﬁe companyls:decision;{u
and that the Government'had-a_right, even a-feSponsihility,'to
point out and to explain the pﬁblic‘s'interest, - ‘

It is only because I am confident that most of you
share this rcsponﬁible and public—spirited'attitﬁdelthat'I have
spoken zo directly=to you today. Thank you. |

(Applauzn,)
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CHAIRMAN DONNELL: Thank you, Mr. Ackley.

We appreciaté your being with us today,‘and while we
may not like everything you said, we apprecigte your franknéss
in so speaking.

Our next speaker is the Honorable J. Cordell Moore,
Assistant Secretary of the Interior.

(Applause.)

STATEMENT OF HONORABLE J. CORDELL MOORE,
ASSISTANT SECRETARY OF THE INTERIOR FOR
MINERAL RESOURCES

MR. MOORE: Mr. Chairman, distinguished guest,
members of the National Petrdleum_Councii.
| I thought that you might like to have a report on
the events that have occurred during the last two months. The
published statemeﬁts, published remarks, I will brief_sbmewha£
in my speech here today. It may be of some value to yoﬁ in
giving you the chronblogy of‘eveﬁts that have occurred.

Whatever else one.m;ght thihk'about them, ﬁobbdy_dan
claim.he has been bored by the.events of the past Six.WGEka
and askde from the concern and loss of sleep they havé éaused‘
me, they at least rescued me from fhe-ﬁraditional speaker's

dilemma of what to talk about. With almost six weeks of

history to work with at this point, we are able to get a

reasonable perspecti&e;of the events to speculate about their

- meaning for the oil community, as well as the Free World at
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large.

Skipping over the details of how the:present situa-
tion developed, I will simply summarize by saying that our
problem is to find alternate ways of getting 3-1/2 millidn
barrels of o0il a day to Western Europe that formefly moved
thfough the Suez Canal. This is‘approximately 40 percent of .
its total supply. |

In addition to this large requirement of thé-future,
we hust deal also with the cumulating effect of the enormous |
dislocation that has alréady occurred. No less than 200 mil-
lion barrels of oil‘bound for Pree World markets has been inter:
rupted or delayed. Shipping schedules-have-been disrupted,
tanker rates have spiraled.

Tené df‘millions of dollars in oi;-reiéted revenues
have been lost to the oil-producing countries; cost to consumer
served by those sources will inevitably increase. Thé”massiée
movement of bil along the'customary trade routes has beéﬁ
checked, aﬁd only tiﬁé-and much.effort will restore its smooth
and orderly flow. |

In view of ﬁhe major intérruption to fule oillsupplie
that we have no choice buf.to determine thaﬁ a petroieum‘emer-
gency existed_outside the United St@teé. This was dbne.on
June 10th, with the concurrence'of the Department of State; the

Department of Defense, and the Office of Emergency Planning.

ur

|5}
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Two days previous to this determination we had
called the Foreign Petroleum Supply Comﬁitfee into session to
obtain the consensus of its membership as to the scope and
nature of the problems faced in maintaining petroleum supply
to the Free Wprld.'rThe Committeé was. unanimous in expfessing
its belief thét a petroleum emergency existed which threatened
the broad security interests_of the United States.

Oh Tuesday, June 13th, tﬁe Subcommitteé of the
Foreigh Petroleum Supply Committee met with Government official
to develop a Plan of Action which would spell out operating
p&licies and procedures for meeting oil:shbftages which may
result from the production cut—off.and'the closure of the pipe—
lineé and the Suez Canal.

The draft plan was completed on June l4th and ap- 7
proved by the full Committee on June 20th., In the meantime,
while the drafting Subcommittee me£ in Washington, a speciél
meeting of the OECD Oii Committee'Was held iniParis to élso
considef.tﬁe impact ofrthe crisis.

Since the brunt of any disloéétion in the Miadle
East oil supplyrwould inevitably fall upoh'the'nations of_Free

Europe, the OECD Committee has historically dealt with the oil

- problems of Free Europe, including those stemming from the

1956 Suez interruption.

- Our desire was to establish a continuing dialogue wit

‘this body so.that both we and they would be able to act'quickly.
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and responsibly to meet the problems that might arise from the
cxreht interruption. The Oil Committee communicated the sense

of this meeting to the Executive Committee, and thence to the

"full OECD Council. The Council acted on June 27th, and over

the next three days all actiqns required to place the Foreign
Petroleum Supply Committee's plan of éction into effect were
also complted. | |

The Emergency Petroleum Suppiy Committee, formed at
the invitation of the Office of Emergency Planning, held its
first meeting Friday, July 7th., At that time, the Committee
was requested as its_first,task:to assemb}e.the informéfionr
needed to provide a continuing appraisal of the size and de-
tail of the supply and transpdrtations problems afﬁecting,
méinly,the countries of Western Europe,.but including other
countries ag well, It is currently.iﬁ:thé pquess“of carrying
out that directive. |

I ﬁould like to depart from my published remarks to
make a few personal observations about'the‘actions and atti-

tudes taken by the OECD countries in the present situation.

L

I ask that you treat this partlcular 1nformatlon 1n confldence.

During the period beginning with the outbreak of
hostilities and continuing up until the OECD Council action
two Weeks ago, there was cohspicuéus awkwardness inrbur rela-
:tionship with dur-European friends. From just looking at the

newspapers, you could easily getthe impression that we were

° e ———
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over-reacting while the Europeans were. playing it cool, ‘With

cern as time went on, and in the meantime. the crisis remained

- this concern, by playing down the implications of a cut-off,

less than three percent of our oil supply interrupted or
threatened, we had declaréd an 0il emergency §nd complaiﬁeé.to
the SPSC to help Western Europe, which faced the interruption
of two-thirds of its oil supply.

| But, up until June 27th, it was difficulﬁ_to get a
number of the European countries to concede publicly that there
was even a problem.r As a result,'we appeared to be_in the
ridiculous role of a Boy Scout trying to helb a little old lady
across the street who_didn'ﬁ want tb go.

But, when you talked informally witﬁ the principals
involved, you got a very différent.story, several_storiés in
fact. At the outset there was an atmosphere of confidence 
among the nations that.stemmed from the excellent, initial con-
dition of ocil and éetroleum sﬁqcks, and a feélihg by many that
the presept crisis would soﬁn pass.

This, .in'turn, gave way to a Steadily deepening con-

with us.

There was a nation that, by not publicly exhibiting

that the Arab nations would be misled as to the effectiveneés
of thelr leverage on European oil suppiies; and therefore, less
inclined to exploit it.

Next, there was a confusing note introduced by the

o
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heavy pressure of consuming country governments on oil company
marketing affiliates to make good on their contracts and the
promises by the latter, more optimistic than justified by the

circumstances, that deliveries would be made as scheduled.

Then there was a fear by a few of the countries that by becom-

ing identified with the United States in any formal plan to
deal with the emergency, they wouldlend up oﬁ the same black
list_that we were on. |

If this héppened; they would be faced, not only withr
a tranéportation-problem but with a sﬁpply problem as well,

‘Finally, there was a predictable réluctaﬁce of the
French to go aloné.with any venture that céiled,for extensive
United States partidipation.

Unfortunately, in view of France's dominént position
in the Commoﬁ Market Block and-the.requirément for unanimity
within the OECD, the posiﬁion of the Councii_to recagﬁize the

needs for actions came two weeks later than it might have

_otherwise; and because Europe's willingness to act in its own

interests, at 1eas£ in part, was a key to our -own ability_to
act, and thus.our own decision was similarly delayed.
Meanwhile -- that islthe end.of the festrictedAinfl
formation. . |
Meanwhile, the sort of réséonse that always follows
a changé from normal marketing ponditiqns_has already.been

taking place. In Texas, the allowable was raised from 33.8
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51
percent to 35.9 percent for the latter half of June,-and then
to 42.9 percent for July -- the highest since March of 1957.

Louisiana, leahoma, and New Mexico allowables -have
also been raised. Shipments of crude oil and products from.
Gulf Coast ports during June increased by 5-1/2 million barrels
over the normal figuré estimated for that month. Of this_
total, 2.2 million barrels went to Europe,. 2.8 million to the
U. S. East Coast, and a half a million went to Canada.

'Also,‘durinq.June, Venesuelan ldadings increased by
6-1/2 million barrels -- about 6.6 percent over normal. By
the fifst week in July, ourléhipments were running 650,000
barrels a day over normal ;— 40 percent of it béing exports to
Europe and Canada.

so much for the narrative portion of my ramarks. In
the wake of any great'event; there are always the inevitable

post mortems and reassessments aimed at discovering in what

mortems proliferaté ~- which théyﬁinevitably will -- beere
the Monday-morning quarterbacks start réﬁashing events, start-
ing the week of June 15,1967, and with the benefit of hind
sight, say what should have been done,-I would iike to makeia
feﬁ-prédictionsf

With your indulgence then, I should like to devote
ﬁhe remainder of my remarks to some speculatiOpS-abﬁq; the |

meaning of the latest appeal in the Middle Easﬁ for the future
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of oil, in particular, and energy resources in general;

I realize that,rwhen viewed in retrospect, aftér £he
crisis is oﬁér, my speculations may Seem inappropriate. But,
if we are to plan for the fﬁture;-we must think about it, even
af the risk of being in errof in some degree.

First, iet me say ihat I do not believe that the past
months' events suggest an ultimate breakdown in the commerCial
relationships that obtained between the host countries aﬁd
thei? 0il company concessionéireé‘ up until June. I do not see
any headlong retréat by U. S; companies out of the Arab world
and back to more favorable pélitical climates.,

Nor do I see any substantial lessening of European

-and Japanese dependence upon Arab oil at any time in the fore-

seeable future, unless significanta.discoveries are made else-
where. The facts are simply'against any major change in the
existing order of things. Europe anleapan:will continue to
rely heavily upon Arab oil simply because the;e is preséﬁtly '
no other source even remotély capable of supplying the amouhts
thét are ﬁeedéd. - - . L | '
I further believe that the Arab nationé wi1l continue
to make their oil available to the industrial nations.of the

Free World because only those markets can give it any value.

And the U. 5. oil companles are llkely to go on prOV1d1ng the

indispensible link between producer and consumer, as they have

-been doing for 55 percent of Free Foreidqn production . becaqu
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no other aggregation of capital, equipment, technical and
managerial resources is capable of taking over, on short noticé,
the job they have been deing.

Having said this much in defense of the established
order, I would like to go on to voice my conviction that things
will never be quite the same in the future as they have been.
in the past. Those of you who have had occasion to observe
the terrain above the San Andreas Rift in California have been
able to see quite clearly that things do not settle back exactl
into place after a severe shock.

So it is, and has been, with the priodic spasms that'

have ripped more or more countries of the Middle East from time

" to time. The seizure and shutdown of the Anglo-Iranian pro-

perties by the Moséadegh Government in 1951 gave a powérful
stimulus to the development Qf'oil in other countfies,iﬂotabiy,
Kuwait, which cost Iraﬁ ité leadership in oil production.

The blockage of,the:Suez Canal in 1956 was instru-
mental in accéleréting the development of the super-tanﬁers
and the exploration in Libya ahd Algeria, and other places. I
am sure, too, that it provided a convincing'afgument for estab-
lishing cbntrols-over oil imports to.the Unitea States, first
on a voluntarf baéis in 1957, andllater, under the Mandatory
0il Import Control Program in 1959.

The wisdom of those cpntrﬁls, and of the policy thef

serve; has been made quite evident over the past few weeks.
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By holding the-imports of all oils except residual fuel oils

into Districts I to IV to 12.2 percént of domestic production,

‘'we have preserved for domestic producers the preponderant part

of the growth in demand in those Districts since the control
program was instituted. |

By the preferential treatment'éf Western Hemisbhere
sources, ve havé insured that most of the oil we do'impo;t
originates in the Western Hemisphere. Out of a total of U. S.
consumption of 12 million barreis;a day in 1966, only 285,000
barrels“a day -- less .than 2-1/2 percent -- came from the
nations who now deny us oii; and this, of course, we can_easily
m&ké up in the United States.

It will be very sﬁrprising, I think, if the e#eﬁtsw
of the past few weeks do not evoke éome new respénses by othef

nations, as well as by us, aimed at mitigating the potential

-effects of future crises which may arise in the Middle East.

Quite obviouslf, the search for additibnal, alternaﬁe:sdurcesA
will get a strong stimulus, as the consuner nafions move to -
diQersify their sources.

And, perhaps not quité.so obviously, something else

\

is likely to happen. The search for security of supply does

not end with geography; it extends into politics and economics

~as well. A possible result could be a new burst of interest in

national oil companies, -embracing all phases from prodﬁction

to distribution, by cbnsumer nations who, in the interest of
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their own security, would like to control their oil supply from
the wellhead to the citf gate, Much will dépend on how succeés
fullflyour industry solves its supply prob;ems.over the ﬁext‘
severél months.

Going into the o0il business is a costly proposition,
as you all very well know, but a nation which feels its supply
is threatened will willingly pay the price of chénnels it feels
to be more secure fhén those it is using.

Another straw in the Wind ~- in fact, it was in the
ﬁaking long before_the past_monthsf headlines hit the papers --
is the steadily declining profitability of évefseas oil_in-
vestment. The return to U. S. companies-on capital inves#ed
in foreign oil operations has now drqpped below thaﬁ for
domestic operations for the first time in 20 years, 11.7 per;
cent as against 12.3 percent for 1966, as reported by the
Chase Manhattan Bank.

This erosion of profitability abroad,‘plus the in-.
herent in#tability of the‘areés,so recently demonstrated, may
tend to give other prospegtiﬁe regions,theédge ip futﬁfe ih—
vestment decisions that would otherwise have been made iﬁrfavor
of North Africa or the Middle EéSE. In practical terms, it
may mean a renewed interest on the paft of some of the larger
companies in prospects closer to home -- in Latin-Ameriqa, in
Canada, in the United States, both on and off shoré.

It may be just a coincidence, but I find it very
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interesting that the recent off-shore Louisiana lease sale.
netted high bids totaling a recoxd $512 million; This was
:surprising to me, as I am sure it was to many of the people in
this room., This compares with an offering of nearly four times
that amount of acreage in 1962,'for which bids were accepted.
in the amount of $446 million.

The total money brought to thé-sale wa5-$1;6 billion,
compared with $900 millioﬁ in 1962, and I call that a pretfy
high-stake poker gamé.‘ Our usual experience in.previous sales
has been that oniy‘about the acreage offered is éaken.‘ But,
the most heartwarming surprise of all was:the fact that the
highest successful bid -- $32.5 million, for Tract 1777 in the
Ship Shoal Areé ——-was made 5y a group of.independents.‘

Whether this revival of interest in domestic explora-
tion may be translated into ihcreased farmouts and dry-haul
contributions to indepéndents next fear, i am not ﬁrepared to
say. It mighﬁ even have the opposite effect if the major ¢omf'

panies are sufficiently interested in the prospects to.do their

‘It is much too early to tell, but I should think -
that the effort to find o0il in other parts of the world will
be greatly stimulated by what haS'happened this month in the

Middle East.

Nor will the effort to increase the availability
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petroleum, Eveh whilerthe Middle East simmered last May,
Secretary Udall dedicaﬁed the new coal hydrogenation pilot
plant at Cresap, West Virginia. The objeﬁt of‘theﬂpiant's oper
ation.is to show that gasoline can be made out of coal at:
prices competitiverwith gasoline made from petroleum.

It is_a small iﬁstallation aimed at obtaining 75
barrels of liquid from 25 tons‘of.coal a day. If it works,-
then the oil emergeﬁcy will prbvide one more argument to pro-
ceed with the development of this process on a commercial scale
as rapidly as possible, Such a develoﬁment will, of course,
be of particular interést to Free Europe and-dapah, whose ~
present vulnerability stems from the fact that over the pagt

15 yeats they have substituted foreign ¢il for indigenous coal

‘as the principal source of their energy.

Lastly, there is'shqle 0il, in which interest has
slowlf.been gathering momentﬁm.6Ver the_past.several'years.
On May fth} the Department of the Interior éubliShed its pro--
posed regulations governing oil shale léasing and 1énd.exchange
These regulations, when they ére'finally promulgaged;.will-open

the door to any company with the resources and the interest to

develop the potential of our enormous shale resources.

And every interruption, every threat, every shadow
falling across the security of foreign oil supply, gives a
certain impetus to the efforts being directed to bring oil

from shale into commercial markets.

P * P
toa
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(///// At this point, the fog appears to be clearing and

the familiar outlines of the old relationships are reappearing.

" It has been a harrowing time, but barring a renewal of hos-

tlities, we should be able to look forward to.grédually'im—
_proving conditions. But, the shock has been felt, and the
change is subtle,but signifiéant -~ the changeé are in the
making, and because of them the future chronclogy of enefgy
development, both here and aﬁroad,:will'te;l a different story
frOm.what might have been had the Gulf of Agaba been kept in
the realm of geography instead of politics.

I would like to make'ohe.other statemént which I
think may be of interest to the audience in general. We are
not overloocking the poésible impact of this emergency when it
has ceased to become a threat. When the emergency ceases, we
recognize that after the Suez qrisis theré_qu a rather severe
dislocation. I have mystaff_at the presentrtime working on
this problem very diligently to see“how we éan minimiié the
impact of this when this threat of emergency has_beén_removed
and when it is rathef difficult to get the tap turnéd of f on
thé production which has beeﬁ increased in Louisiana, Texas,

_ \
and the other States, and at the same'time, we have oil import
allocations wﬁich cover millions of barrels of oil which ére
yet to be imported.

| I want you to know that we are thinking about these

probléms even while we are_still.worrying about the emergency.
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I don't know how successful we will be, buﬁ at least we are
going to trxry to anticipate all these dislocations to minimize
the impact on the industry.
I want to thank you, this body, again, for its tre—-
mendoﬁs'aséistance to mé in thg,Office of Mineral Resourceé
area of the Department of Interior, to the Department of

Interior as a whole, and to the Government -as a-wholﬁ;/////////

Thank you very much, gentlemen.

(Applause.)

CHAIRMAN DONNELL: Thank you very much, Mr. Moore.

Many of us are quite aware of how busy you have been
and we appfeciate your efforts, not only on behalf of the
Government, buf on behalf of.our industry.

During the roll call, Stark Fox asked for an oppor-
tunity to make a short statement. Would you like to do that
now? |

MR. FOX: Yes, sir.

STATEMENT OF Mﬁ. S_TARR FOX,
MEMBER OF THE
NATIONAL PETROLEUM COUNCIL
VMR. FOX: Gentlemen, during the roll call, I asked
to make a short statement which I. said would be about crude
prices. -I think I further said thétI thought that érude'

prices were completely unrealistic. I may not have used that
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I think that I have some support among some of the
gentlemen in this room, some of whom have said that prices of
crude does not, or is not, realistic today,rﬁhat it should bé"
raised. I think I also have some supﬁort from the study of
the National Petroleum_céuncilCommittee on the'facﬁors govexrn=-
ing'exploratibn and development of crude pil_in the industry
over the past 20 years, a committee on which I have the hohor
to be -- of which I had £ﬁe honor to be a'member,.which con-
cluded, at least in parf, thét ohe of the reaéons that reserves
had not been develdped as much as they should be was because
of decreasing prpfitability dﬁtlook in the o0il industry.

This appliés particplarly, of éourse,,to production.,
Decrea;ing profitability outiook meéns to me that the pricé ‘
isn't sufficient to attract ihveétmgnt.

I think -- this is-a'bersonai opinioniand I can't
prove it —- I think that in viéw of the statements made by
many of the industry's lgadefs} principal purchasers_of crude

0il, to the effect that crude is not priced high enough, I

increased, is because of thé justifiable'concern, I think, that{ .
tﬁese industry leaderé-have about Government policy, about
:etaliationﬁby the Government if the proper -- I éay prﬁper -
stéps are taken and crude pfiCes are increased. ”

. I would further éay that part of the remarkslﬁhat

Mr. Ackley made earlier today confirm me in that belief. I
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don't know what.the answer isi I do think it is a completely
unrealistic attitude on the part of the Government, one branch
of which is worried about future supplies of oil in the
country, and the other branch aoing what I consider to be a job
that will keep the Départment of the Interior worried about the
fﬁggéfgupply of éil in this country.

Thank you, Mr, Chairman. .(Applause})

CHAIRMAN DONNELL: Now, our nex£ speaker is Dr.
Donald F. Hornig. He was borh in Milwaukee in 1920. After
receiﬁing hié'doctorate at Harvard in 1243, Dr. Hornig spent
a year as a research associate at the Woods Hole Oéeanographic

Institution in Massachusetts,

In 1944, to 1946, he was a group leader at the Los

Alamos Laboratory in New Mexico. In later years, he joined the

faculty at Brown University as Assistant Professor:
In 1957, he joined the faculty of Priné%on University
and was appointed Chairman of the Department of Chemistry in

1958. In 1959, he was appointed to the Spacé Science Board of

the National Academy of Sciences, on which he served until 1964

In 1960, Presidentwﬁisenhower appointed_Dr. quniq
to his Science Advisory Committee énd he was reappointéd by |
President Kennedy in 1961. In late 1960; he served oﬁ the
Kennedy Task Force on Space, to help formulate policy in this
field for the new Administration.

In 1962 and '63, Dr. Hornig served as a member of

I
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energy industries tend to pace'our economy and our world of

s
the U, s. Delegation headed by Dr. Hugh Dryden, which nego-
tiated the agreement with the USSR fér cooperation in certain
space activitiés.

He has published approximately 70 papers in many
scientific jburnals, and‘has;feceived many honorary degrees,
On January 27, 1964, the Senate confirmed the President's
nomination of Dr. Hornig as Director of the Office of Science
and Technology in the Executi#e.Office of the President.. Dr,
Hornig also serves as Chairman of the President's Science
Advisory Committee. |

We_aré very happy to have you with ﬁs this morning,
Dr. Hornig.

(Applause.)

STATEMENT OF DR. DONALD F. HORNIG,
DIﬁECTOR, OFFICE OF‘SCIENCE AND
TECHNOLOGY.

MR. HORNIG: Thank you, Mr. Chairman.

It gives me a great pleasure to have this opportunity'

fo meet with this group of leaders of one of our largest and
most vital technologicaland most progréssive industries., I
have 5eén acquainted with your work, I think, princiﬁally
through this fat volume, "The Imﬁact of Néw Technoldgy“,lénd I
am looking forward to a clbser acquéinténce.

It looks at the scene that it is clear that our
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1life, and the industry's traditional ability to cope with

. being made in - turn by natural gas and atomic energy, and to

‘mined, in fact, by a great many things, and I am not going to

to do is determined by many things, ranging from what is

63

change. The growth of the GNP and energy consumption seem to
bear a remarkable constant relationship to each other throughout
the world in both the developed ~- aﬁd the devoloping == pations.

'And, the change in the requirements for fuéls and

the nature of fuels, and the mix of fuéls, is a healthy fact of

change 1is a.glear indication ofrits.vitélityi

Now, we all-know the petroleum industry's response to
the grbﬁth of, first, the automobile, and then the aviation
industries, and.tﬁe technélogical changes and power plants pro-
duced by those industries which have deménded_ever more re-
finement.

We know £he chéﬁges wﬁich have brought to petroleum's
door much of coal's formex markets ahd transportation and
houéehold and space heating} and to an increasing extent, even

in electric power generation. And we all know the progress

some other markets, and the further changes which may come if |
fuel. sales or electric poﬁer for automobiles are developed
successfully.

what is economically sensible for us to do is detexr-

include the Mid East crisis in my remarks this morningg Théy

seemn -to have been well handled, but anyway, what is senéible
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technologicallf feasible, to what matches public taste.

Now, the Federal Government is élways taking the
pulse in various ways in this vast complext of variable, so
much so, in fact, that Representative Chet Holifield of the
Joint Committee on Atomic Energy maintains a collection of
studies relating to energy, and while he is making a public
éoint of piling each one on its éredecessor he has a stack
about so high (indicating).

‘But, the Government does have a great need to keep
in intimate.contacf with what‘is.going on in the energy in-

dustry, and this is so because of the central importance of

'energy to all aspects of national progress, and because of :the

Government's very great impact on its development in a multi—
tude of ways; fact policies, trade policies, regulation,
selective support of research énd development, to name a few;
One of these studies:of energy which I have been ex-
clusively'associated with, was therlhterdepartmental Efforts

which was initiated in 1963 by President Kennedy: “To aid in’

determining the most effective allocation of our research and

development resources.”

i

As the President said at that time, the amount and

allocation of Federal research and devélopment in”the'eﬁergy

field will affect the efficiency of various components of our

energy-system and, consequently, the rate and'pattern of our

national growth.
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This étudy was carried on with a large number_of'
people, many of them drawn from your industry; The study con-
cluded that we appear to have adeqﬁate total resources to
satisfy the expected energy requirements of this country in
the world context through the end of this century and at costs
near present levels.

But, although this is a very comforting conclusion,

the report also makes cléar that it does not solve our energy

problems. It was made clear that it is not only the total

- fuel resources that matter,'but the availability of a competi—

tive mix of options of differing fuels which would substitute
for each other as user technologj changed.
Most of you are probably familiar with the report

which is entitled, “Energy K%b in National Progress." Let me

summarize a few other points which shook out of it.

First, you will probably begin to run éhort bf
natﬁral gas ahead of other‘fuels,‘probab;y by:thé endrofrﬁher
century, unless,.of course,'we locate new réSources or dis—
cover methods of £ransporting gas economicallj in iarge volumes
from ocutside the United States;

\

So, therefore, we must look forward to thelevehtuai
poséibility éf a ;arge—scale conversion from gas to other fuels|

Second, although Qe have learned to iive with.perpetf-
uélrforecasts'that we are about to consume all of our domestic

petroleum reserves, those dire predictions are going to be
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realized some day, and it is not too far away, but it déesnft
greatly matter for long~range planning purposes whéther it is
50 or 75'years away. But, sﬁbstitutes for dur present 1iquid
and gaseoué fuels will élmbst certainly be avéilabie, such as
products derived from shale o0il, that have béén mentioned this
morning, from tar sand and from the liquidation of coal through|
coal hydrogenation.

The study cohcluded that it was appropriate fof the

Federal Government to suppb:t oxr encourage some of the develop-

‘ment of technology and resources needed to meet this objective

~and to have these alternative sources df supply available.

The study also concluded that the Federal Government

“is justified in continuing a reasonable level of efforts to

develop advanced nuclear power plants with improved fuel util-

ization. Approximately 50 times more energy is potentially

- available from these powers with nuclear fuels than we are now

getting.

But, the effort to approach this potential is going

to involve high risks, tremendous developmental expenditures,5

and long lead times. It does not seem likely that reacﬁofs'
which are the reactor% ﬁhiqh.we have utilized, whiCh wéuld have
a very high conversion efficiency on the fuels”that wiil be
available much before 19907

- The report.also'npted that environmental pqllutioh

associated with production and use of energy resources is one
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of the major pfoblems of our times, requiring boﬁh Government
and private research and déveloPment,'aS weli as governmentél
requlations, and since-the complé£i§n 6f_that study, as'you
know,iair pollution has 5ecome one -- é matter of méjor_pubiic
concern -- and the sulphur content of our crude oils has as-
sumed new significance.

All future energy.policy will.élearly have to éope
not only‘with domesﬁic,reSourbes and fbfeign_policy pfoﬁléms,
but increasingly with'thé ldng~raﬁge implications‘of the pro-
gre;sive pollution of the atmospheré. And, not all of these
implications are understobd,yet. We have been céncerned with
sulphur dioxide pollution; - oﬁ.cpﬁrsé, with lead PollutiOn, but
in the longer run it has been noted that by about the year
2,000 the carbén dioxidé contént of the atmosphere will have”

increased by 25 percent and the full imﬁlications of this for

the world's weather, for example, are hot,Yet completely under— 

stood.

But, what we are led to by these ané othef cohsider-
ations, is the clear need for ldng—terh national-management;.
managément of our energy reserves‘on the one hand and‘of‘our 
encifonment on the'other.- Part of the job is.to seé.that ouf
research devéloPment efforts are adjusted to the worid_sit—

uation and to the domestic resources situation in such a way

that we continue to have viable options;and part of the manage-

ment effort, of course, is the maintenance of a framework in
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which a competitive free market economy can operate. It is an
effort which will requife long-range planning, performeé in:the
losest cooperatién between industry and Goverﬁment.
~ Now, the production of pollutants and an-increasing

need for pollution management, are an inevitable concdmitant
of a techlogicai society with a hiéh standard of living.
Pollution problems plainly will continue to increase as our
technology and standards.df'iiving contiﬁﬁe to‘grow.' You may
say, then, "So, what's new?" |

Men have always been engaged in altering his physical
environment. It may be that the whole question of the manage-
ment of'ourrenvironment'is'now being subjected to rhetqricél
over emphasis; but if so; the torrent of words hasrhot proveked
us to enough action yet;

of courée,_even the problems of cities have precedencg.
There has been smoke and fog iﬂ London“f;om the burning of
soft coal since the 13th Century, and for at least 500 years
the Bfifish Parliament has showﬁ'an.intermittent concern and
enacted interxrmittent legisla#ion abqut.thelpbllution of ‘the
River Thames. - But, consider the present‘qondition of the air..

In 1959, Philadelphia released 830 tons a day of

carbons, and 470 tons of'particulars; that means, smoke, into
the atmosphere.

" The City has such a degree of atmoépheric conversion;7
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and that means a 1ayer which contains ali of this material,

300 days a year, and in severe conditions, 100 days a year, énd
within a 15-mile radius of Philadelphia the fallout amouﬁts ﬁo
7,000 tons of solids per moﬁth.

In Southern New Jersey, 36 species of plants have

been shown to have been injured by pollutants from the Philadelp!

area.

The dilemma-which confronts us is simply this:i moderi]
civiiization cannot produce the goods and sefvices to suppoft
and improve our standards of living withouf créating wastés

and products, the accumulation-of'which threatens man's physi-

-cal, social, and economic wellbeing.

Now, since no one proposes to halt progress, I can

come to only one conclusion. The problem of waste control and

- waste management must be accepted as an integral part of busi-

ness operations and economic: calculations. The basic control

is expensive but inevitable.

It nmust, therefore, become part of our basic economic

outlook. Onerway or another, the cost of disposing of the

products of oﬁr enormous production capébility must bé’thought:

of as part of the cost of production, whether they are incurred'

in meeting regulatory standards, in coping directly with poliu-

- tants, or through more elaborate economic inventions.

Starts have been‘madé, but theynare only starts. I

think it is now plain'to everyone that in the next few years
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we will see further progress in law relating to the control;of
air pollutioﬁ; both at the,ﬁunicibal and at the Federal lévél;:
Well, pollution is wi£h us, but fhe'vital ihportahce
of the energy industfy to the countries,_ﬁhe great scope and
variety of problems with Which‘wé are éonfrontedrand the numbexr
of Federal agencies, there are many involved-in eﬁérgy—relafed

activities, have presented the Government with problems in

‘establishing broad policy in which the industry:and the nation

.might flourish. Aand, therefore, in a Message to Congress last

January 30th, enfitled, "Protecting Qur National Heritage," the

‘President_assigned‘responsibilityrto me and me and my office,

"To‘séonsor'a éole study'bf gnérgf fesources and to éngage the
necessary staff to coor&inate_energy po;icy'on a Governmént-
wide_basis.“

| Now, this is a broaa and complex assignment. The
specific energy issue confronting the‘Fedefal agencies involve
public land pdlicy, ﬁrade péliéy, regulétion acti&ities; taxa-
tion, pollﬁtion, nonenergy_usés of petroleum, natﬁral gas and .
éoal, transportation, research'anddgvelopmeﬁt, social welfafe.

Moreovér,_policies affectiﬁg any one of thé energy-‘

resources inevitably-produce important consequéncesffor-thé |
.others, andryet freqﬁently they -~ the important activities
are in different Federal agents, For;example} cqﬁsideration of
héw to meet.the continﬁed growth: and demand for liguids énd

gascous fuels touches several broad pdlicy,fieids,including

I
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national security, foréign trade, research and development; and
regulatory practice.

Now, wé are just beginning_this. As plahned;:the
proposed study which the Preéident called for wiil'be carried

out under contract. It is deliberately designed to further our

understanding of the national energy resources supply and démanc

outlook of the sensitive interrelationship among energy re-
sources, and of possible consequences of alternative Government

policies to guide the decisions of the Executive Branch with re-

.spect to particular energy resource problems, and to provide

information to the Congréss;

Now, as the proposal,as the new study is at the
moment in the stage-that resources for the future is -incorpor-

ated -- is preparing a comprehensive perspective:ofithefstudy,

and we expect to have that in hand by late summer or late fall,

and at that point we will have a better idea of the total scope
of the study, and be in a poSitionrto-Qet on with it.

My office is still in.the process.of'assémbliﬁg the_r
staff for the coordination éctivity-that the President men- |

tioned. But, as the proposed new study progresses and as we -

"get more deeply into the analyéis and coordination of Fede£al'

policies, we shall, of coufse, look to your industry and to the
many other segments of industry related to enexgy fox advice

and assistance.

You have been highlylcooperatiVe.and helpful in the

*
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past, and I will look forward in the futufe-to‘working w;th ybu.
Thahk you, | |
(Applause.)
CHAIRMAN DONNELL: Thank féu verf much;lﬁr. Hornié.
While this Council is appointed by thé-Secfetary éf.
the Interior and responsive to his requééts'fdr stﬁdies and
advice, I am sure that the abilities of this Council could‘bé
made available to you in théiehergieé;tudies‘which yoﬁ'refgr
to. |
Ouf next Spééker-is Admirai.Fowler Martin, Commander
of the Defense Fuel Suéply'Center.
Admi;al Maftin.'
(Appléuée.)
_ | STATEMENT OF ADMIRAL FOWLER W. 'MA.RTIN, sC, USN,
| COMMANDER,TDEFENSE FUEL SUPPLY CENTER
ADMIRAL MARTIN: Mr. Chairman and gentlemen, I think maﬁy
of you are . aware of the fact_that on ﬁhe ls£ of Juiy, this gear
a new'piecé of 1egislétion became effeétive{ known as the
Freedom of Information Statute. I think-moSt Qf us thought
this was a device.for providing more freg;fléw 6f informéflon
between the Government and the-citizens. " . o
After‘preparing.my talk here ovef-thellast'féw days,

I concluded it is probably serving a different pufpose;'namely,

' probably more. useful to make the speeches of public officials

a little bit shorter, but the last time I addressed this group
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I was quite new as the head of the Defense Fuel Supply Centef,
and since fhat time, hﬁwever - particﬁlarly in the last sig
weeks -- I have gotten a prétty_good education in fhis Business.
| As most of you gentlemen are aware, the major éoqfce

of petroleum to support military operations in Southweat Asia
and certain other Pacific locations, is the Persian Gulf: :You
can well imagine; therefore} the impact  of the.news on ué when
the Arab-Israel conflict re-erupted and threatened fd deny our
sources of suppiies from this source.

Fortunately, this si£dation had beenlanficipated.
We had started some studies back 1ést February énd we worked
very closely ﬁith the Department of‘interior,.With-industry
groups, to come up with a'plén to see how we wquld ove;éome tﬁe
siﬁuagion. | |

Our basic problem was timé. Firs£ of.all; our'alter_
nate sdurces,whiéh_largely-q;e the U. 8. Gulf and the'ééribbéan'
involvedraﬁ.additional sailing time of ap?roﬁimatelyrls days.
for tankers to Pacific destinations, | | '

This not only involved adéi£ional time, but obﬁioﬁsiy
additional tankers. You proﬁably éaw-a preSS félease_in wﬁich
it was anticipated‘about 35.additional tankérslwould'bé reqﬁired.
We did eventually get 28 tankers.

Secondly, we knew it required time to establish new
sources, to permit industry to gear up to-supply the pfoducts,

from all of its sources.- Weiahticipated about the best we
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could do there would be 15'days; maybe 30 days was more réal—
istic. And, of course, the Military overseas.trahsportatibn sey
vice require time to.charter and posifion tankers, although-.
this could go dﬂ concurrently without devéloping néw;sourcés.

our concern about the time was inyentory dfawdown .
that could take plabe until we estabiished the new sources.
Fortunately, ﬁe had certain reserves that Weré there for that
purpose and wouldrenable us to live pntii we got £he new“ |
sources going. | -

On the fourth of June, prior to-the actual disruption
of Military shipments ffom the Mid_Eaét; we sent a team out
from my officé to visit variousoil.companies;:and Qe'dia,this
in a couple of days; to seé what was going up in the way{éf
additional resourqés. |

At the same time, we were scréening bur_inventories
to see if we could make certain #djustments and redistributé‘_
products. I must séy that we had eXtrémely fine cooperation
from industry;' Before ﬁe.wént out, we weren't quite sure ﬁow
to proceed on this, we had so many wild ideas."Somebody said;
suggested, consonant with the.times, that I equip mg'buyers |

with credit cards from various oil companies and if the company

We decided that wasn't the best solution. Obviously,
we didn't have to resort to such dire actions. We did get

these contracts lined up. They are contingehcy contrécts;
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They are contracts we hoped we wouldﬂ't have to use, but we
knew we needed.some kind of an insurance bQiicy.

Now, one of the decisions that we had to maké_was E
whether we should, as soon as we had these coﬁtracts in effect,
start utiliziﬁg them; They covered ébout 6-;/2_millibn barrels
of product a month; or whethéf we should, if £ime permitted,
try to resort to normal contractigg_efforts to get ﬁhe product;
We ‘thought we had an obligation to the companies.

On the bﬁher hand, nmost of them, obvibusly} fo:lgood
reason, were soﬁewhat relﬁctant'to have:us exercise these con-

tracts. They all said they needed some kind of priority

- assistance. We were able:to get that working thfough the

Interior. To date we have.not had to_ﬁse the contingehcy con;_
tracts. They do run for a six-month periéd, ending the end of .
Decembef. | .- )

When I;was:trying to make this aecision about whétherr
to use them or go to alternateisburces, I felt kind of ;ike the
felléw who was engaged td a girl and thenrsaid to Hé;;'"W¢ll, I
like YOU, honey, but I think I will look around ahd_seé-if I
can do better. If I can, I will. If not, I will céme back to
you." |

I don't think it is quite'parallél because I think

the companies also felt that we ought to use normal sources if

we could, and obviously, we would go to.the companies with the
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which we have done,
Also, I think I should mentiqn'for‘your_information;

to the extent, month-by-month, that we don't use the quantities

that are fluent in these contingency contracts, the contractor's.

obligation is fortunately reduced. During the month of June,

we were able to get turned around, get enough products moving

to do the job.

The same thing has happened in July.
Looking ahead, I am reasonably optimistic that this
time we will be able to continue our operations in Southeast

Asia without any impairment because of the lack of petroleum,

" and much of the credit for our being able to do that should be

given to the petroleuh.indu5£ry. You haﬁe been most'cooperf
ati&e, and I qut to thank you.

{(Applause.)

:CHAIRMAN D:OﬁNEL.L. . I am sure, Adfnirai, that cooper-
ation through this iﬁdustry and the Government in its,reéuire—
ments is something that has 5egn going on for a long tiﬁe and
will cohtinue. - |

We have electéd, this mqrning{ré ﬁeﬁ Cﬁairman éf the
Agehda Committee, Mr. Hamoh.

Will you present your report now?

——
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" Moore addressed a letter to Mr. J. C. Donnell, iI, requesting

" on productive capacity.

' basis for future Government policy decisions in the energy

field.

7

AGENDA COMMITTEE REPORT
BY: MR. JAKE L. HAMON
MR, HAMON: Mr. Chairﬁan,'pursuant‘to the call of the
meeting of the Agenda Committée of the Natipnal Petréleum .'
Council, made b&_J} C. Donnell, iI, Chéirman, in his letter to
the members dated May: 17, 1967, and with the meetihg,and this:
agenda having the approvai of fhe Honorable J. Cor@ell Mooré;
Assistant Secretary of the Interior, and Co-Chairman of the
Committee, the Agenda Committee metron July'i;th at 3:00 p.m.,
in Washington, D. C. . - : , ' | N
| ' \

Under date of May 29, 1967, the Honorable J. Cordell

the Council to unde;ﬁake the foilowing studies:

1. Future pétrqleum.provhmms of the Unifed_States.
In requesting this study;Assistant Secrétary Moore étatéd‘tﬁat
the American Association of Petfbleum Geolbgists'ih 1951,pub—

lished a review entitled, "Future Petroleum Provinces of North:

America," which was utilized by the Council in -its 1952 report

Since that time, new petroleum prévinces have been
discovered and significant additional data has been acquired.
He considers it essential,_therefofe,fthat the habitant of our

potential petroleum be reassessed to provide a very important
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‘Q.Material requirements for oil =—-this—is-the--second

;;equegf”fzﬁﬁéterial—requirémentsnforwoilgand gas'exploratioﬁ,
drilling, and produétion. This requested study.is promptéd'by
the responsibility of assigned tq the Secrefary-of the interior
by the President with respéd£'t07preparedne55 planhing for the
petroleum industry.

In 1963, the_Councilrpublished a report of the
_annual requirements for oil, cduntry,_tubular goods, and other
steel products necessary iﬂ the-ekplofation, drilling and pro—
duction of oil and gas reservés in the United States.

The_Council is_requested to update this report and
ih S0 doing develop general aSSumptiéns on engineering grouﬁd
rules similar to thése contained in the Council's 1966 refin-

ing material study for use in estimating these requirements.

LY

?COpies of these letters are attached to my réporgagmuﬁ

As provided in the articleé of organization of the
Council, the letters were considered at the'above-mentionedr
meeting of the Agéndacdmmitteé, at which meeting it was‘unan—
imously agreed to recommend to the Council the appointment of
the appropriate committees to make the studiés that have been
requested by Aséistant Secretary Moore.

In complying with Assistant Secretary Moore's reﬁuest
for this information and data, the éommittees undertaking the |

study should not-suggest pléns_or programs.

Mr. Chairman, I move the adOption of this report.

v —
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CHAIRMAN DONNELL: You have heard-the motion. Is
there a second?

A VOICE: Second.

CHATRMAN DONNELL: Are there any éuestions or commentg
about the feport of the Agenda Committee?

- (No re5pon$e.) |

If not, as many as favor its adoption will please say

1 L1}

Aye.
(Whereupon, there was a chorus of "Ayes.“)
CHAIRMAN DONNELL : Opposed, "No."
(No response.)
CHAIRMAN DOMNELL: Thank you, ﬁr. Hamon,
We now come to the presentation of one of the most

important.studies that this Council has undertaken. It has

people Have-been involved in the.prepération; it is ohe Qf
those that I am sure this Coﬁﬂéil can be very prbud £o have
prodgced in responée to a request by the Secfetary;'
Mr. Richard, Mcburdy is the Chairmanlof the Committee
on the Effects of New Teéhnology in the Petréleum Industry.:
| STATEMENT OF RICHARD C. MC CURDY,
"CHAIﬁMAN, COMﬁITTEE ON EFFECTSVOF
NEW TECHNOLOGY ON THE PETROLEUM- IN]jUSTRY :
MR. MC CURbY: Chairman Donnell, membe:srand gﬁests

of the Council:
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MR. MC CURDY: In 1965, the Counéil undértook to'studh
and evaluate the impact, during the period 1946-1965, of new
knowledge factors in oil fields, yields of petroleum capécity,
recovery factors in 6il fields, yields of petfoleum producté
in refineries and upbn their rélatea pfoduct quality changes.
We were to'inélude in this study such conclusions and expert
industry opinions as to future technology trends as would éeem
appropriate and helpful.

The overall task was divided into‘two*major parts --

Production Technilogy and Refining Technology. . As Vice

Chairman of the Production Technology part of the study,rE. H,‘
McCollough, Presidént of Améréda Petroleum Cérporation,.had a
task group for the Subcommitﬁee for New Production Technology
with Lloyd E. Elkins, Production Research Direétprf Pan
American Petroleum quporéﬁiénf serving asrchairman and Richard
F. Meyer of the Office of 0il and Gas sérviﬁg as Government
Co—Chairmah.

You have before fou the result of this effo:t;'which'
is contained in Volume One. —

The Vice Chairman_éf the Refining Technélogy part of
the-study was Charles E. Spahr, President, Tﬁe Sfandard Oi;
Cdmpany of Ohio, with a Subcommittee for New Refininngechnoloq
with Donald G.'Stevens, Vice President, The Staﬁdard-oil_'
Company (Ohio), as-Chairmah, éner. ﬁ. Luening, Office of 0il

and Gas, as Government Co-Chairman.

| g
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The other volume you have, Volume Two, is a‘result
of that group's efforts,

I sﬁould like at this point, briefly, to summarize
for you some of the conclusions reached in the étudy. 631? _

Volume ﬁﬂééals with the effects of the devélgpinér |
technology of the period'upoh crude oil explorétion and produc-
tion,together with an assessment of the performanqé by the in—
dustry that will be required in these areas to neet Ehe estij
mates of future crude oil démands made in 1966 by fhe Bureau.
of Mineé, U. S. Departmént of the Interior..

Conclusions:’

During the 20-year period = 1046 to 1965 —- the
development and use of both new and impfoved exploration and
production technélogy, as well as éhe more effeCtive applica-
tion of previously known technology, fapialy acceleratéa.
Through extensive reéearch neﬁ todfﬂq,techniques and prOcedurés
were discovered, and.ﬁidegpread testing was unde;takeh to deterr
mine their practical‘effeétiveness. The full impact of many
of these developments has not yet been attained, In the re;.
port, over 200 specific arxeas of technoldgiCal progress, in all
stages.from experimental to mature, are reviewéd.'

lf%iFirst Explorétion:

New technology has had a growing favorable impact on

proved selectivity'in chbosing drilling prospects. While\thgk;

——
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2 declining since 1956, the_tétal volume of new oil found per
2 each new field wildcat drilled has béen.sustéined at a constant
S ievel since 1955. 7 .0
4 o This.oécurred.following a severe declihe inioil found
_5 per new field wildcat in the period 1946 to 1955, when the
6 number of wildcats wés increasing rapidlf. The trend.in total
7 new oil in place discoveredrper year has been déclining since
8 1948,-a1though a éubsténtial flattening in the rate of decline
9 dﬁring the paég five years must be credited'to new téchnology,
10 Tﬁe evolutibn of technolpgical improverents for off-
11: shofe exploration and develbpmenﬁ in progressively - deepe;
5 12 | waters oﬁ the-égntinentélyé%elf of ﬁhe Uni;ed'States has:opéned
g. 13 vast new geographical aréas for exploration. Imp:dved geo-
3 14 physical techniques, advances. in Qeoldgicél concepts, and
15 application of new methods for deeper drilliﬁg, have all per-
16 1 nmitted exploration down to depths not possibie a‘few yeafs
17, ago, which opened new éedimentary basis for egploration._ For-
18| mation fracturing and'coﬁmerciélizétion of thermal-reqpvéryr
19 methods have broadened the spectrumIQf explbration opportun-
BQ ities iﬁ formations which.could’gifbe efficiently or'profit;
2l ably produced prior to‘the development of these methods,
22 Through the 1970's, in order to meet the aemands for
23 U._S. crude oil éstimated,by the U, S. Bureau of Mines; it
34 would.be necéssary for the-industry to discover an averége of
25 abdut_six billion*barreis of total oil in place per.yea;;_if
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the present reserves to production ratio -- 18.3 to 1l .-- is.

maintained. This is about 25 percent a year more than the ex-

not yet developed and improved technology not yetﬁ%Q1ly apﬁlied
will play a major role in meéting'such requirements. |

B. PRODUCING PREVIOUSL_Y DISCOVERED FIELDS:

‘An estimate of the impact of technology since quid
War II on both exploratién_effectivéness and_recoveryrefficienéy
requires as a base an egt;maéguqf the‘hiétqry of the cumulative
total oil in plaée discoveréd iﬂ_the Unitéd States., éﬁéh an
estimate woﬁld represent thé aggregate productioﬁ from all oil-
bearing reservoirs since their discévery plus éstimates of the
total remaining oil within thosé:reservoifs, The analysis madg

in this study indicates that by 1965 about 350 billion barrels

T

of 0il in place had been discovered in the United States. (*~

C/;he amount of such 6il which can be rééé;é}éd-éééﬁ—
omically is dependent on physical properties of the hydro-
carbons, réservoir and rock chafacteristics, and prevaiiing
technology at any pcint in time. Of the éstimated 350 billion
bafrelé of oil in place.discovéred.in the Unifed.Staﬁes, it is
estimated in this study that.aboﬁt 36 pe:cént, or about 128
billion barrels of oil has been or will be recovered under_1965
economic and technological conditioné.

It is further estimated in this study that in the

past 20-year period the cumulative o0il recovery effectiveness
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has inéreased from about 26 percent in 1945, or at the-rate of
cne-half of one percent per yéar. Thgre:is good reason to |
expect continued improvement in recovery efficiency aﬁproaching
this same rate through the 1970's. “

It is‘also estimated that an'ultimate econonic fe—
covery of at least 50 to 60 percent of the‘oil in plaqe'dis—
covered inthe United States should eventually bé'achieVéd.r As
this ultimate level of recovery efficiency is approééhed, the
annual rate of improVemént in recovefy capability should taper
off to something less than the one-half of one percent pef year
trend. |

' ;lontinued improvements in production technology thus
may add as much és 1-1/2.to 2-billion barrélé of_recbverableh
0oil each year thrﬁﬁgh the\lQ?O's to the.cumulative reCOVerébie
oil already diécovered. |

While methods for increasing recoverﬁif oil iﬁ place |-
by injection of watér and gas;into 0il pools have béen known |
for many years;‘sﬁch pfocedufes became particulariy important
during the 20-year period under revigw. This wés due-to
development ana applicatibn_qf'new-or improved fiuid injeétioh

technology, together with advanced reservoir engineering know-

ledgeif?\
7 such injection procedures have been principally re-

sponsible for improvement in oil recovery efficiency.. The in-

jection of water in conjunction with heat, chemiéal additives
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of application and merit optimism for continued improvement in

capacity to actual production of domestic crude o0il has steadily

‘have sustained or increased productive capacity in many older

past 20 years has resulted in substantial cost saﬁings,

" barrel of oil produced in 1965. 7™\
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and polymers, and water which is foamed, emulsified, or

solubilized in oil are new developments now on the threshold

recovery efficiency.
| C. PRODUCTIVE CAPACITY:

Productive capacity_fof oil is the maximum daily rate
that can be produced from existing wells with the condition
that such rates do not cause loss of recoverable reserves. Of
course, ﬁroductive caéaéity is contingent first upon the find-
ihg or discovery of new oil and then on reéovery'capability.'

It is significant that the ratio of productive

increased since the early 1950's. Improved well completion,

filuid injection, formation fracturing, and operating technology

fields and-augmented-productive capacity from more recent dis-
coveries. |

D. CcOoSsT SAVINGS:

The application of new of iﬁproved technoiogy in tﬁe
Evolvinﬁ new technology,combined with difect cost reductionf
efforts, sihce.l946—l950 have resulted in ah estimated annﬁal
cost savings equivalent to between 85 cents and'a do;lar per

—

Wider well spacing, faster drilling rates, fluid
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injection, extensive ﬁse of auwtomation and conservation 6f
materials represent the main contributing factors to'this
accomplishment. Application of new tebhnolbgy in the fptufe,
as well as continued-managemént effeétiveness, give promiseJOf
additional cost sévings. However, the magnitude of éavings
which can be ultimately realized through known tecbﬁology has
practical maximum limitations.

E. TRANSPORTATION:

Crude oil and liqﬁid products are transéorted by
pipgline, tanker, barge, railrénd truck. New téchnélogy in the

past two decades has been extensively applied to all these

 forms of transportation. ~The result is significant, particu-

b

larly in the case df pipelines, through which the “ulk of crude

o0il movements to refineries are made. wﬁ\'

(fzgngis'area, the'devéiopments include highly_aﬁto—
mated large diameter thinrwalled(££ high—étrength steel){? pipe¥
line systeﬁs._ Unit pipeline tariff costs have deCliﬁed ébout
15 perceﬁt'during thé past i5 yéarsf In ﬁhis_same period wagé
and basi¢ materials costs almoét'dhubled.- In the caée of'water
transportation, some cost‘feductions have been made in céast-.

wise shipping th:ough the use of larger tankers. - As even

larger vessels are put into service, unit cost reductions of as|

much as 50 percent may be attained.
F. OUTLOOK FOR THE FUTURE:

The Bureau of Mines has estimated_that the 1965 annual
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crude oil produgtion rate of 2.7 billion barrels would increqse
to a level of 3.8 biliion bar;els in 1980. This estimate of
growthIWas'predicated on the assumption that crude oil would
retain approximately thé same share of the energy market it
held in 1965, and that the 1965 ratio of imported oil to doﬁes+
tic production would be generally constant.

The industry's capability, with continued application

~of technological improvements, to find new oil and to xecover

an increasinglf higher percentage of discofered 0il are such
as to indicate that the Bureau of Mines' estiﬁates through the
1970's are within the rénéeiéf attainment. Meeting'these
estimated future reqﬁiremgnts will, howéver, require a contin-
uing intensified application of_cufrent and deveiOping tech-
nology, as well as accélerated reéearch, development,'and ﬁtil;
ization of new technologf.

VOLUME TWO -- IMPACT OF NEW TECHNOLOGY ON u. s.
PETROLEUM. REFINING 1946-1965: -

fechﬁologidai advances have had a majorfimpact on the
petroleum refining-industryﬂéince Wprld Wér II. Rapid gfowth
in the demand for motor gasoliﬂé'aﬁd distillates hasiﬁeen met
both through increased refinery capacity and.by instailation of
new ﬁrocesses to conveégjheayy residuaj/materials into néeded'

light productsy -

 Bven with a major shift in refinery yields to maxi-

mize the gasoline and distillates, the Industry has more than
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doubled its refining capacity during the 1945-1965 period.
New processes employing complex catalysts have been introduced

which are far more flexible and efficient than the old thermal

operations commonly used durlng World War II‘“’“\

(TIn addition to guantity, the quality of all petroleum
products has been steadily improved, not only by more intense

refining methods, but also through wide use of chemical addi—

" tives developed during the past two decades.

By the end ofrthe‘War, no excess refining capacity:
existed, Starting in 1945, the industry expanded at such a
rapid rate that in a few years the reflnlng capac1ty exceeded
the demand for products. This has resulted in an intensely
competitive industry, with.the individual refiners working

dlllgently, as new eqguipment is installed, to flnd ways of in-

. creasing eff1c1ency and reducing operatlng costﬂ/ Great em-

phasis is placed on heat economy, consolldatlon of operations,
automatic control, improved maintenance practices and other
steps to produce products at the lowest possible costs.

In the same postwar period, the so—called:petro-
chemical industry underwent a vigorous development and expan-
sion. The industry was pioneered pre—%re.by both chemlcal and

o0il companies, recelved.a boost by wartime demand, and grew

rapidly thereafter. While related in part to refinery technol-

- ogY, the development of this new industry represents a large

technical achievement in itself, and is not considered as
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refining technology to be examined in this report.

The report does examine the many changes in refining

processes, particularly the transformation of the refining in-

dustry's chief product, motor gasoline and the effect on pro-

cesses by the shift in demand pattern of the fefinerfs output
to meet the growing heavy demand for jet ﬁuel distillates.
Along with new processing tebhniqués, refiners were also introé
ducing ways to improve efficiency and reduce product cost; yet
over the 1945—1965 periqd; total operating costs, after adjust-
ing for inflation, were actuaily redUced bf aboﬂt'l2.percentx
in spite of the-;efiner doingICOnsiderably more in order to
provide the higher quality products. It analyzgs*the.various
significant refinery efficiency‘developmenté.

In covering the marked increase in product demand

between 1946-1%965, the report)described the many imprﬁvements

in pfoduct guality and handlihé; As we recognize, the refining_
industry,;iike other'manufacturing'indﬁstries, has fredueﬁt
contapts with the public and Qith tﬁe.G0vernment and is also
subject to many fofms of Fedefai fégulatiops.’.

The report, thgrefore, goes into those asﬁgéts'of
refining technology which rglate to nationalwdefenéé, safety;
and the many-problems tﬁat ari;é-in the fields of éir and water
éleanlineSs! As we were_charéed, the report also containé,

where appropriate, considerations as to the future outlook.

This brief summary today,of course, cannot do justice
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to these reports, but they will speak fof theméelves.

I should like to express my deep thanks and admira-
tion for.fhe work of the many contributors to this study. Mahy
people who have reviewed it hévé commended, not only on the
evident quality of some part or another, but also haye observed
that no summary like it can be found elsewhere. I beligve.this
to be true, and indeed,_thié is what.we set out to accomblish.

One part of our Committee's job remains, to be under-
taken next. This is tdrproduce a non—techniéal, readaﬁle story
of these accomplishments for the benefit of the layman. The
wisdom of this step will, I feel sure; be evident to the
Council membérs upon perusél of these two volumes. They do
indeed contain a gréat store of material covefing aééombliéhé

ments whose value is well known to us, bu/by and large only to

us. ;KQ\\
The present work, being a reference work, will not

_solve this. particulaxr problem, for in truth it takes a fair

dégree of technical competehCe to. get through much of it. It
is my view, however, that the results of these two decades of
progress can be made into a broadly understandable and inter-
esting story, and we very much look forward to this phése-of
our task. '

. _ T
Mr. Chairman, on behalf of the Committee, I submit

these two volumes for the consideration of the Members of the

Council. I move that these two reports be approved, but
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subject to such revisions that:appear advisable following our

receipt of any comments or suggestions which the National
Petroleum Council membefs may give us in the next 30 days.

CHATRMAN DONNELL: Thank you, Mr. McCurﬁy.

You have heérd the Chairman ask thelcbuncil if you
approve the study, and also aék the members to make anysuggeém
tions that théy may have before it is finally completed} within
the next 30 days. | | -

. Are there'queétions or comments at this time?

(No reésponse.)

CHAIRMAN DONNELL: If not, as many as favor the

. recommendations will please say "Aye."

(Whereuboh, there was a chorus of "Ayes.")

CHATRMAN DONNELL: Opposed,”"Nd.“

(No ;esponée.}

CﬁAiﬁMAN DONNELL: Wé will loék forward to reading_ 
this, and élsq_the:popular veréion.

MR. MC CURDY: Thank you.

.prplausé.) |

CﬁAIRMAN.DONNELi:. As Mrﬂ McCurdy said;‘obviouﬁly,
many people have participated in the preparation of this re-
port; It is a monumental job. We will now have a progress-
:eport'by John Sweéringen,'Chairman of the.Committee on 0il and

Gas Transportation Facilities.
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'REPORT OF THE COMMITTEE ON OIL AND GAS
TRANSPBRTATiON 'FACILITIES
BY: JOHN E. SWEARINGEN
MR. SWEARINGEN: M:.-Chairman and géntlemeﬁ: ny
report this morning will agéin be brief. l = g \\-'<g\

The meeting of the National Petroleum Council on

January 31lst -- I reported to you that the status of the

Committee wofk, on the request of the Department of the
Interior for a,thofough study of curreﬁt petroleum.apd gas
transPOftationVCapacity;

'At that time i‘aﬁnounced the apbointment, and accept-
ance by thé Chairman'énq_members, of five subcommittees to con-
duct studies of petroleﬁm:and_gas transbort%tipn-éapacities
for the fOliowing tfansPOItation modes: ‘tank truéks,‘inlahd.
waterways, tank-cér; gas pipeline, ana petroleum pipeline.

| The representatives of thé.Depaftment of Intgrior

were also named to serve as Co-Chairmen of each of these sub-

_committees. In the 5-1/2 months since our last meeting,,théée

subdbmmittees have gone about the collection of necessary data.

' In some instances, the preparation, completion, and return of

industry questionnaires have been required to obtain up-to-

date information.

In other instances, punch cards were available for

compiling the available statistics on transportation. capacities

and machine runs were made to consolidate this information.
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All five subcommittee chairman have informed me that
all data for their published reports havé.been coilected. The
reports have been prepared and have been sent to all subcom-
mittee members for apéroval. We‘expect to have thé repért of

my full committee by the middle of August and it will be ready

- for youf inspection by about the middle of September.

CHATIRMAN DONNELL: Thank you, Mr. Swearingenrxﬁ
The next repbrt'will be also a progress‘repo:t byl
Mr, Learped; Chairmaﬁ of the-Committeé'on-Petroleum and Gas
Industries'Manpower Requireﬁents.
'REPORT OF THE COMMITTEE ON PETROLEUM
AND GAS INDUSTRIES' MANPOWER REQUIRE-
_MENTS, BY: STANLEY LEARNED.
MR. LEARNEb;R[ﬁr. Chaifman;rSecretary Moo?e, gentle-.y
méﬁé)(This will be a brief réport to you on'progrésé to date.
You will recall that at our la§£ Counci1~meeting on January 31,

the Countil agreed to update its 1963 réport on petroleum

gas industries' manpower requirements.

We were.reqqested to expand the newstudy.to cover
phases of the manpower pictére not treated_pxeviously, to in-
clude Aﬁericans-engaged in foreign opératiéns,'both here and
abroad,.and also to give special attention to pfoyiding duidéncc
to young people contemplating cafeers_as engineers or écientist.
in the petroleum industry.. |

I was appointed chairman of this committee in April

4

JaLe/




S

94
pp50 '
1 with Admiral Lattu as co-chairman.
2 A technical subcommittee had just been appéinﬁed_undexr
5 the able chairmanship_of Frank W; ﬁearsall, head of the
‘. Department of Organizations of TheStandard Qil Company of
° California. He wi;l be ig'Washington next week and meet with
_6 the staff and éounsel of the Office of 0il and Gas. The firsﬁ
7 meeting of this subcommittee will be called in the near futu:e.._
8 Our work; thérefore,_commenéed and we wili-make a
o report to you in due course., | B //
lQ CHAIRMAﬁ DONNELL : Thank you,.Mr. Learned.
11 "We will not hear f:om Admiral Lattu, the Director 6f
§ 12 the Office éf 0il énd-Gas;
g 13 STATEMENT OF ARMIRAL ONNIE P. LATTU,
;’ 1‘4 DIRECTdR, OFFICE OF OIL AND GAS,
15 U. S. DEPARTMENT OF THE INTERIOR
16_ -ARﬂIRAL LATTU: Mr. Chairman; gentlemen: I would
17 to take, first, the opportunitf of intfoducing.spme of our
18 | Government guests here. NoW, this may not be riéht up to date,
19 because I know éome of them camé in late. |
cenes 20 Fifst, Otis | ;'representing the Chairmén of
| el the Atomic ﬁnergy Commission. Will'ydu sﬁand, please, as I
22 Call'your_name?
&3 .Well, I guess he has gone,
24 'Now; this gentlemanr¥— i don't know whether I should
25 ‘have him stand or ﬁot,—— Thémaé Mﬁrphy, répresenting'the’
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Director for Central Intelligence Agency.

Captain Ira Dye, who represents the Secretary of the

Department of Transporation. I saw these people here -- but

they must have.left already.

Mr. Trumpner is here also.

We have Richaﬁd yatthews, representing the Secretary
of Defense. |

I am sorry, but I guess they have really walked cut
ocn me, a few of these people.

Lieutenant Colonel Lawrence Lee, representing the

Secretary of the Air Force.

Mr. Mitchuﬁ, ﬁ. s. Air_Force Joint Chief of Staff;

.Commandef Richéré;Tinley, Chief of Fuel Branch, C & 0.

Bufeau of the.Budget, Harold Linguard. I guess he is
not here, |

- Now, the-Federal'Power Commission -- I know that John
O'Leary is here. Nice seeing you, Jack. I undersﬁand the
Cﬁmmissioﬁérs afe all working todéy and are unable to come.

We have Millard Case, Under Secretéry of Labor.

Irmay have misséd a few; ‘I ﬁoPe not.

Now, my contribution to our rather full program this
morning will be é brief one, but I could not 1et'this occasion
go without commenting on a éubject that has been'mﬁch.on m&
-mind:over the past few montﬁs. Iﬁ every 6peratingprinciple

‘and every relationship there comes a time of testing, and it is
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only then that you find out if things you have put your faith
in are truly valid and workable. The events of the past
several weeks have once agein provided just_this kind of a
test of working relatiohshipsr among the agencies of the -
Federal Governmeht and between representatites of-Governments
ahd those of the petroleumrindustry.

Starting back in early May with the meeting of.the
Petroleum Security Subcommlttee and contlnulng through the
convenlng of the Petroleum Supply Commlttee, the development
of the-plan of actlon, its approval over a- perlod of 72 hours
by four Government agenc1es, and ‘the formatlon of the first
meeting of the Emergency-fetroleum Supply Committee, at every;
point I have experienced nothing but the.highest degree of
willingness-and coooeration from:the people‘I have dealt with,
both in therGorernmeht and in industry.

'Together, we have proved egein that:we'can move'
rapidly when the chips are down, ahd we ean work together
effectlvely when the nation's interest 1s involved.

You may hear from people sometimes that Government
is slow and it takes weeks to get a decision, even—if you.can
get oner There are times when teamwork can‘aceomplish a
miracle. The Justice Department, Office of Emergency Planning,
and the Federal Trade Commission approved the Petroleum Supply
Commlttee s form of action and mailed it to 26 countries in.

72 hoursf

._._a-—-—'/’ ]
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Now, there were a lot of problems-in between and it
took us four or'five hours aftér it was signed to clear it
through our own mill in the Department of Interior, so.I am surg
the other people had thé same problem. The key people in these
agencies have been working very closely with us for a month or
two. They knew they had to,edﬁcate their key people becagse él]
of them were new since the 1956-'57 Suez crisis.

| We had, earlier, obtained complete .cooperation and
agreementrwith the State Department and Defenge bepartment.

At this time I want'to extenﬁ my siﬁcere thanks‘to
the following people'for their splendid cooperation and hard
work during the last six and eight weeks.- In the Office of
Energency Planninéf Goverhment Bryant, Wwilliam Trumpner, and
Charles Primoff.

in thé Justice Department, Mr. Turner, Edwin
ZimMerman, and Johh Lamont. _Jshn Lamont himself calléd me on
Wednesday. I was frying‘to get the feelof whether he could
gét it appfoved that day éi the next day and he told me I
didn't have to worry too mﬁéh, but hé said, "I hope Qou‘dqn't
mind that needling we gavé you:éll day friday becauéé the re-
sults of the lette:'you sent over here is damned good. "

In the Federal Trade éommission, Mr.-Shea: Department
of Defense,of course, ﬁick Matthews,'Adﬁiral Martin,

The State:Department,rTony Solomon, John Oliver,

Jim Akins, and many other people in the State Department.
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And, ‘believe me, I aee them there in the evening,
some of them Saturday evening., They work very much like the‘
Military.- Hours meant nothing_when the cnips were down.

;nterior, of course, Assistant Secretary COrdella
Moore gave us complete backing, and he was there all the time.
Bruce Wright was the Powerhouse. He had to make sure that we
just did things step-by-step, properly.

and my own staff, of course, and back of them was.

‘every girl and every man in my shop.

In addition, of course, we had people on Cordell's
staff. throughout the Department that backed us up.
Now, there werxre tlmes on Saturday or on Sunday that

little jObS had to be done, or they occurred that ‘day, and 1t

was ama21ng that every tlme we looked around for somebody,

there was a certain 1nd1v1dual there. He was always happy.
He must be happy with hlS work, with his home, and w1th the
world in general . He always Lad a song in his heart, so at
this time I want to really thank one individual WhP“ls your
friend and my friend, and we all know only as "qﬁI&Q.

(Applause-)

N

So 1 want to take this opnortunlty to convey my‘d
sincere thanks to you and your industry for the wnolehearted N
cooperation.you have given my oftice andrmy Department.- You
have responded generously in your assignment of top caliber

people to serve on the .various committees and subcommittees




ppb55

WARD & PALUL

10

11

12

13

14

15
16
17
18
19
20
21

22

25

24

25

spirited cooperation which we enjoy, but I credit it to a large_

" ister the policies relating to the petroléﬁm resource.

99 -
at a time when £heir services were sorely needed by their own
companies. The willingness with which you have moved to meet
the'complex and aifficult demands that will be made upon your
industry over the coming months is inrkeeping'with your impres-
sive performance in pastemergencies.' |

I want you to know that the effort you have made an@

the commitments you have undertaken are deeply appreciated.

We can speculate about the reasons for this high-

measure to the wide-open channel of communication of between
us that has been a special fﬁnction of the Council. For 21
years, the National Petroleum Council has dontributed steadily_
to better undérsﬁanding and more harmonious relationshiés be-
tween the Fedéral Goveénmenf and the petroleum industry.i

It is a proéésé thaf_has added greatly to the nation'$
capability to deal with emergencies which may affectrproduction,
tiansportation, ?roceséing, and distribgtion of oil“aﬁd natuﬁal
gas, including the present one.. - | S o

In studieé and reports too numerous to detaii_herel
it hés contributed a vast amount of informafion, of-direct.and

-

indirect benefit to those whose job it is to develop and admin-

I am happy to note today the comple;ion of the report
on the effects of new technology on the petroleum industry_

under the able chairmanship of Mr. Richard McCurdy and his two
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vice chairmen, ﬂessrs. McCullough and Spahr who oversaw the
producuiOn ef refihing phases of the study respectively; The
successful completion of rhe massive research.and the writing
task rs a'credit to two hardwerking subconmmittees chaired by
Mr. Lloyd Elkins, Producrion; end Mr.bon Stevens, for Refining.
Thanks to their patient and dedicated efforts extending over
nearly two years, we now have an informative account in great
depth and detail of rhe contribution mede by'techuology to the
advancement ef the perroleum industry.

To all you gentleﬁen,named and uhhamed, who had a
part in this vital addition to the_literature of the oil busi-
ness go my thenks and my eppreciation for a ﬁob well'done.
When this is published,”i hope ﬁhat your staff will look at it
as a possible contribution to the.educational meterial around
the country.

Beyond the urgeut demands of.the.immediate future,

we can look forward to a future of steady -- steadily" grow1ng
aridinas |
1mports for the petroleum 1ndustry, meeting the great future

needs that will require the best that all of us can do in

CGovernment and in 1ndustry, who are in some way jdentified w1th

‘making our petroleum resources avallable to ‘the natlon, and in

s
13
"‘vui

this conta&t of our shared efforts, the National_Petroleum
Council will continue to provide‘e vital linkage between the
Government and Industry, which is so essential to the industry.

Thank you.
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CHAIRMAN DONNELL: The next item of business is the

report of the Secretary-Treasurer, Vincent Brown.

REPORT OF THE SECRETARY-TREASURER

BY: VINCENT BROWN

MR. BROWN: Before I begin, I would like to add to the

rolls those names of the members that missed the roll call.

Now, I notice Messrs., Gonzalez, lartley, Marshall, Nielson}

Sorenson, John White.

and

all

for

the

and

ant

Did I miss anybody?
MR. MILLER: C. W. Miller.

MR. BROWN: Mr. Miller. And Mr. Mecom,

Before I give you a brief report on Council activitieg

finances, I want to take this opportuhity to express, in

sincerity, my thanks to you, the members of the Council,

the courtésy and consideration you always give to.me and

members of the Council staff.

In the formation of committees and working groups,

in the execution of the increasingly difficult and import-

assignments, you give very willingly of your own personal

time and effort. You have consistently made available to us

many of the best talent from ydur organizations.

The cost of this, in terms of time and dollars, to

you and your companies has been very considerab1e.' I_want each

of you to know how much we appreciate your immediate aid
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As to our act1vmt1es in flscal 1967,
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our good friends in

regard. This is what

really makes industry- -Government cooueratlon work.

the Council

conpleted six special study assxgnments requested by the

pepartment of the Interior,
of 16 individual reports, manuals oY

of invaluable jnformation and data.

and these resulted 1nthe subm1551on

books, contalnlng a wealth

These impressive results were accomplished by the

experts from the oil

while we trled to minimize meetings and conferences,

and gas industries.

I mlght add that,

we Stlll

had a total of 18 formal meetings and 65 conferences to com=

plete these assignments.

We operate with a small staff,

jncidentally, as of February 1,

ctaff. I would like to
Assistant Secretary—Treasurer of the
0il Company in New York City;
(Applaus.)
‘MR._BROWN:

reasons. Your offices make every

1ntroduce Maxwell Mc&nmght,

as 1 indicated, and

we have an addition to the

the

Council from S MObil§

We operate with a small staff for two

possible'effort to achieve

the hlqhest 1eve1 of efficiency in the operatiOns_of the head-

guaxrters office; or in

other ‘words, we try to get

high product

yield factor for every barrel of talent put through.thelstill.
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Coupled with this are the attractive and sound‘peréonhel com-
pensation and benefits programs that were put into effect in.
1963 to '65 by Qwin Fbllis énd Jake ﬁamon, and.updated and
finalized this part year thrqugh the vefy fine efforts of
Jim Donnell.

Now, all of this activity, of course, costs money.
I will present to you_the cost of our fiscal 'é? operaﬁions-
and project our moﬁey ;equirements for the next yéar,_fiscal
'63. But, I am ablé to tell yoy whatvtﬁé meﬁbers of the
Cpuncil and-fhe industry‘at.lafge have really expended.in the
éast year, and total costs for NPC activities,

For exam?le, I can tell'you that Fhe preparation‘of
the ten operatiﬁg manuals, covering 21 divisioné and staff
offices of the EPGA qq$£ theVCouncil office $48,000 alone, bu£
I would conjecture thét the effort cost fhe oil and gas in-
dustries well over a half a ﬁillion dollars.

: ' i P

This, then, is only a report on the GPG)headquarters

finances. LastIYear you appro&éd'ra total budge£ of $160,000.

We actually received from your contributions, plus interest

" and sales of publications, the sum of $174,000. 'However,lpri—

marily because of the emergency_plannihg effort and increasgs'
.in compensation levels, Qe excéeded our budget and gxpendéd a
total of $242,000. |

In order to meet this excéss, we wéré forced to com-

pletely exhaust our $50,000 contingent reserve fund. .
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Accordingly, in brder to meet increased costs of
basic operations of fiscal '68; £0 cover projected costs of
committee operations; and.also to permit‘us to start rebuilding
our contingent reserve, your officers,propose-fbr your congid—
eration a total budget of $215,600 for fiscal yéar 1968.‘ 

We estimate that this sum will cover ail'expenses énd
allow for an addition to the reserve fund of 5;4,500. This
proposea budget 6f $215,006_exceedsAthe budget you approved
last year by $55,060;"Last yeér, hoﬁgvaf, the actual expendi-
tures were slightly higher than the budgét we are Now proposing

Therefore, thé'fiscal '68.budget reéresents, in fact,
a level of expenditures'éommehsuratg witﬁlast'yeér. While we
certainly have a great rélﬁcféhée-tb'increase the'budget, we
do feel we are COﬁpelledlto get it up to a fégiiStic andrwoik—-
able level, pay off our bank indebtedness, and Qork towards
replenishing the reserve funds. o .

Shoﬁlé'this budget figure o£'$215,000 be acéeptable
to you, we propose tO-increéseryouf dues in fhe'mqét equitable
manner we can. | |

_ Tﬁis concludes my report to you. On beﬁalf of Jim
Donhell, Jack Abernathy, aﬁd‘myself, may we say agaihét-that
your genuine interest and cooperation is a great source of -
stimulation and satisfaction to us. |
- XYV MY
2%?EZVG$GE+ Mr. Chairman, I know how carefully the

budget has been scrutinized and I know the need of the budget

4
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and, theréfore, I move the adoption_of fhe Treasurexr's budgeﬁ.

CHAIRMAN ﬁONNELL: Are there questions or discussion?

(No reSponsé.)

CHAIRMAN DONNELL: If not, és many as favor it, ﬁill
you please say "Aye."

(Whereupon,_there was a-chorus of "Ayes.")

CHATRMAN DONNELL : Opposed?

(No response.)

CHAIﬁMAN DONNELL: Thank yoﬁ.

I apﬁfeciate your wiliingness to accept an.increased
budget which will mean~;ﬁ‘inéreased éont;ibutioﬁ,and you'ﬁill
be heafing frOm'VinCe in the_ngxﬁ few days because we are
worse than out of money.

We have another Memoriél ReSolutioh.

MR, BROWNEZNGR I hate to do this twice in one day.
I} - ) .

This morning I was repreSenfihg Howard Marshall who was delayed

in getting héfe,,So I read Qhat he would héveldéne, and what I

am about to do would have beeﬁrdone by‘my_frieﬂd,-chailes

Murphy, who-isn't here, butri'will go ahead.with thié one.
Resolution in Mémoriaﬁ for Jaké Anderson:

"Regsolution in Memoriam for G, M. Anderson.

. ~
"The members of the National Petroleum Councillwere

deeply sorrowed to learn of the death of their fellow nember,

G. M. Anderson, at age 53, in Shreveport, Louisians, on May 8,

1967. 'Mr. Anderson héS“been a member of the Council during the
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past three yeaxs. in this period he took an ac
2 council activities} including 5erVice on the CORUR-
. 2 Future Petrolenm and Gas producing Capabllltles and -
( * Participation in the water for peace progran. ‘e was gre
® esteemed py the memnbers end hls contributione and experlence
6 counsel were genuinely appreeiated.
7 MY . AnGerson was born and reared in Monroe; Louisiana
8 ﬁe was gradueted froereorgla Tech as @ petroleum englneer.
g -When he cane to ShreVeport.in 1939, he wWas aseociated with the
j 10 _Feazel Interests, lndependent eil end qas’operators, in charge
1 of all field and productien o?erations. In'June‘of 1966, he

openea his own offices in Shreveﬁdrtrto pursue  further hlS

“ME . Anderson‘scontribntlone to the industry were
-wi&efranqinq. He was @& representatlve ro the Interstate 0il
compact Commiesion; a pirector for the Nerth Louisianad Area O
the poard of. the Mid—Continent 0il and Gae AseoCietion, and
Vo | 18 also @ Dlrector of the Indeéendent.Petroleum Association ef
19 Americas to name only 2 few of hispetroleum—related actlvit:
"Hls accompllshments and c1vic nindedness brouqht h
honors and responsibllltles as & ryusteer of ficer and membe1
of many institutions; clubs and organizetions such es‘hie
assoclation with the development of Centenary College of
Leuisiana. In this manner, his energy and ftine 1ntellect

gsexrved in full measure ' the welfare of his commnnlty and St
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in the devélopmént of cultural, educational and charitable

organizations.

“The loss of Mr.'Anderson'siéerviée to this Council
will be keenif felt., His knowiédge and underétanding of the-
oil and gas industry made his contribution one of great. value
to the industry, to his State and to the U. S. quernmenf.

"NOW THEREFORE BE IT RESOLVED,-oh this thirteenth day
of July, 1967, that the deep sympathy of the Members of the

Natlonal Petroleum Council be extendea to the w1dow and family

of G. M. Anderson.

"BE IT FURTHER RESOLVED, that this Resorlution be
entered upon the permanent files of the Council and that an

appXopriate éopy thereof be delivered to his widow, Mrs.

Gertrude F. Andersoﬂ[ ' ' e

And I so move,
CHAIRMAﬁ DONNELL ; réhhall we adopt this by r151ng°
{Audience réée.) |
CHAIRMANlDONNELL: Now - unfortugﬂatElY the Co-Chairman
of the Councii/gndmthe Secretatg)left early, ah*d just‘a-short
while ago it was necesSarf-fOrVCOfdell Mooxe to,leavéq;

Do you haye anything, Mr. Lattu?

MR. LATTU: No.

CHAIRMAN DONNELL: If there is no -- Mr. Hartley°

MR. HARTLEY: Mr. Chalrman, may I make ‘some:- comments

please?
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_And T am entitled to pass this along to my customers°

here we have a One-way'dialogue and this concerns me greatly.

July in Whlch he drew certain lncorrect conclusions as to the

108

CIATRMAN DONNELL: As long as it is not on prices.
MR. HARTLEY: It is not on prices. However, I must’

confess, Mr. Chairman, I don + know why you are picking on me.

1 trust, Mr. Brown, that the professor who spoke to
us this morning has approved this pfice increase‘of 33 percent?
_N
In many respects I would refrain from maklng the . |
comments that 1 am going to make to this group here, but I
thlnk it is pretty 1mportant to the industry.

I often feel that when we come back to‘Washington

We had another one-way dialogue in Washington this
week on the floox of the Senate. Senator Philip A. Hart of

Michigan made a statement pefore the Senate on the 1lth of

attitude of the Un1ted.01l Company of california regardlng
production of shale oil on arcommercial-scale. Since the
statement that he bases his oonc1u51ons on is untrue, obviously,
the Senator has been m151nformed.

I am not g01ng to take the tlme to read to you
gentlemen, and take up your previous tlme on’ thls entlre state-|
ment, which will be released to the press today. I wOuld just

like to point out that our company: in 1958, had demonstrated

a viable shale oil technology. In view of the uncertainties-_

regarding the statute of depletion applioable,to shale oil,
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the Covernment's oil import program, and the existing road
0il surplus, it did not seem prudent to make the necessary

capital investment required and, therefore, at that time we

~did not elect to build a full-scale commeréial plant.

The argument that oil companies would not be intér%
ested in seeing pil shale reserves develop rapidly isiwith&ut
merit. Union haé ahd‘is spending £remendous sums iﬂ explora-
tion and production of domestic crude oil by conventional means
Moreover, it purchases Qne—third of its requirements from

others. The reduction of these expenditures is a substantial

/’)’fl,-;é’&( s 2 Lt g

to twe=Union to invest in the development of oil shale and for
this reason, Union maintains a viable oil shale department.

In my opinion, if the Executive Branch of the Federal

Government of the United States, over the past 15 'years had

possesSed constructive ieadership for the creation of a favor-
able and équitaplé competitive environment for the'pil'shale
;ndustry, commercial piants_WOuld:be_operatiﬁg today.

It is to our shaﬁe that our neighbprinﬁ cduntry to.
the north has done just that‘with the éanadian tar sand oil
industry, and I-hasten fo add, American cabital is primarilf
involved. | i |
We hope Senator Hart willljoin other respongible mén

in Congress and help provide the necessary leadership to create

an atmosphere conducive to similar private investments in the

"~ United States. . Considering the world we live in‘today,'
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Thank you, gentlemen.

CHATIRMAN DONNELL: That concludes the agenda.

We have had an e#cellent attendance today. I caﬂ}t
tell you exactly, the exécf number, but it must be nearly 80,
which is an extremely high pércénﬁage.

We appreciate very much your takihg the time to be
in Washington today.

Howard?

MR. MARSHALL-- I would just like to extend my

apologies to the members of the Counc1l for not belng here to

‘present in person the Resolution in Memoriam for our great

friendland éolleague, Bernard Maﬂewski.

I can only plead the apology that American Alrllnes
had two successive planes,w1th mechanical problems in New York
I tried to leave New York at 6:30 a.m.; this morningj:éhé I |
apologize., : | |

CHAIRMAN'DONNELL: .The meeting is édjournéd;

(Whereupon, at 11:50 o'clock a.m., the Committee.

meeting adjourned.)






