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" The Council was called to order at 10:05 a.m., by Mr,

Walter S, Hallanan, Chairman, (presiding).
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PROCEEDINGS h

ﬁR. HALLANAK: Q@entlemen, the Council willklease cbmg

‘to order. The Secretary will call the roll. lb | |
‘ I‘O;l'-l,-_alm

WR. JAMES V. BROWN: Gentlemen, as I call tk

man who 1s here ag an alternate or cbserver for & Councll

member will please riee and give his name. I do not have

a record of all of the alternates who are present.

. (The roll was called, and the following members

respondedt )
Adams, K.S,
Anderson, R, B.
Ashton, H. T,
Baker, Hines H.
Ball, Max W,
Ball, Munger T,
Bartbn, T..H. _ |
Bero, John L. (represented by Otis H. Ellls, alternate) -
Blaustein, Jacob | |
‘Blazer, Paul @.
Blodget, Rush M.
Hoyd, William R., Jr.
Brazell, haid
Browﬂ, Bfuca K.
Brown, Russell B.

Burqs, H. 8. M.
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Churchill, Warren S.

Cowden, Howard A. |

Crécker, Stusrt M. (represented by C, E. Lcomia, alternate)
Davenport, Horace E,

Donnell, J, C. II (represented by Harold Kennedy, alternate)
Dow, Fayette B.

Downing, Warwick M.

Drake, J. Frank (represented by 3. A. Swensrud, alternate)
Dressler, John (represgnte& by Alleﬁ Fineman, aiternaté)'_
Follis, R. G. ;

Foree, Robert L. (representednhy‘E, I, Thompson, alternate)
Graves, B, C. |
Graves, B, I.

Hallanan, Waltér S.

Hardey, B. A.

Hilts, Harry B.

Holliday, W. T. (represented by C. T,'foster, alternate)
Holman‘. Eugene

Jacohsen, A,

Jennings, B. Brewster

Johnson, Carl A, (represzented by D. B. O'Nelll, altérnate)
Jones, Charles S, o

Jonea, J. P.

Jones, W. Altonr

Reck, Willlam M., Jv. . . .
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| Lerch, Frank H., Jr, (represented by J, French Robinson,

alternate)

 Leyendecker, Harpry {represented by J. C. Bobday, alternate)

Magulre, W, G.

HﬂJﬁwgki, B. L.

nnrkham, Baird H.

Mershell, J. Howsrd

Hﬂtteiy A. C.

McCollum, L. F. (represented by Hillard Nbptuno, alturnatnﬁm.
Hcﬁauun; N C.

 Meece, Brown L.

Nellson, Glenn E.

Parten, J. R,

Peck, Rankin P. (ropreuontad by Robert Freer, alternatc)

Pogue , Joaaph E. - |
Porter, Frank M. ' . i

Pyles, E, E.

Ritﬁhi@; A, s-;

Robineau, M. H,

Radghrs, w.:s. S. (represented by H. T. Klﬁin, alternate)
Rodman, Roland V.

Rowan, A. H,

Skelly, W, G.

Spencer, P. C,



Streeter, Clarendon E.

Sutter, T.

Taylor, Reese H.

Vindeveer, W. W. .

Varven, 4. E.

Yarren, 1&;_;_' K

‘Wescoat, I. Se

Wilson, Robert E.

Zoller, H. E. 7 _
(The raliowing members did not zraaiwn&i)
 Briawell, J. 8.

cummins,.ai F%.

- Davies, Raiph.&@

DeGolyer, E,

Duke, Gordon M.

Dunningan, ;ﬁ@ﬁs P.

Hﬂrgrove,_ﬁ;‘h;
Hertman, I. W, .. #
Huley, D. A.
LoveJoy, John M.
Mosher, S. B,
Nolan, Josepﬁ5$*
‘Reitsz, Walter R.
Richardson, Sid W.

Shannon, R, 8.
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" Smith, Ceol W,
Vockel, S. M,
Williewms, Ruasﬂl Sf
-ffZehrung, W. &¢ k -
HRB HALLARnﬁs'AH?i Suttber, will you please rise. Gentle;
mgn, I wigh to presanﬁ ¥, Sutter, prgaideﬁt off the Petrol-~
eum Suppliera Aesocintian:ot hoB Angeles &e & new member.
wg welcome you, Hg; Sutter.
| (Applause.)

MR, HALLANAN: Gentlem@n of bh&-@anng11¢ 1 a@ngratulate

you upon this aplendid r&sponse to tht ¢#ll for this spenial

| -mseﬁing of the-Cauncilt I kﬂﬂw that 1t was a short call,

but 1 felt that if thers was &ver—& time when thg Couneil

needed to show justificatich for ita existence, tha#

' that time was the preﬁ§n$¢

I called you 5§r§ Sarthin-spﬁéfﬁinﬂhgiian today, which _
18 in reality sn a‘dzﬁmm session of mz lapt i-eguiar
meeting of the Council, becanse Bﬁéra'#iamtﬁ to be developing.
a nuﬂbéE'9£ ﬁxtrgmalﬁ critical matters of vast inmportance
and‘iﬁtergah-ta the caﬁntry'aaé o the petr@}éﬁﬁ.indusﬁ#y_
I appreclate very deeply your response, L

I think we have, ase the program develops today, dis-

elosures to make Lo you of matters‘af'viﬁél conesrn on

which the Govermmeni seeks the advice of the Couneil-and

the industry; apd on which we are anxlcus to give the
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Government advice and counsel.

I do wish to express profound regret for the death of

~ one of the Council members since our last meeting, Kr.

Joseph White of Boaton, Massachusette, who passed away a

few days after our last meeting.

I should like at this time to appoint -- if there ;sff?f”
no objection -- Mr. Birmingham, Wr. Feyette Dow, and B,
B. I. Graves a8 & memoriﬁl committee to prepare an apﬁrobw_ .”
riate resolution for presentation to the Council later in
the day.

The next order of business is approval of the minutes
of the laat maeting which were forwarded to you. Are there
any corrections or comment?

A VOICE: I move they be approved,

A VOICE; Seconded. |

MR, HALLANAN: All in favor indicate by saying Aye;
eontrary, No.

(A voice vote was taken. )

It 1s so ordered. The chalr now desired to recognize

‘Mr., Jacobsen ag chairman of the Agenda Committee. MNr.

a;cobson,nill_yeu Please come up?

MR. JACOBSEN: I can't get out of here.

The report I am geing to read to you now, gentlemen, is
being distributed. The Agenda Committee's report reads

aB followe:
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e, H. A. Stewart, Director of the 01l and Gas Divielon

has written the National Petroleum Council & letter dated
Septenber 21, 1950, a copy of which i attached and
; | - reads as follows) |
l "Mr. Walter 3, Hsllana, Chalrmen, National Petrol-
sum Counell, Care, Plymouth 01l dampany, 223 Fourth
Avenue, Pltteburgh 22,_Ptnnsylvan1aQ
"Dear Walters Today, the Aircraft Fuels Commlittes
of the Military Petroleum Advisory Board reported that
present offeringe of high octane number aviatlion gas—
oline by the petroleum industry over the balance of
the year 1950 failed to meet Nilitery requirements by
over three million barrels and that, although the
industry is extending every effort to increass pro-
duction, requimments cannot be met unless and until
the industry ip enabled to take and_be protected in
taking, with the assistence of theGovernment, the
following action=1i
"(1) Regulation of the use of bupylenes and
isobutane in order to operate alkylation units at
ecapacity and furnish butylenss for rubber and chemi-
V. o - eals. |
"(2) Exchsnge alkylation feed stock components
between refineries. |

"(3) Have made available to the industry and
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regulate the use of tank cars to effect (1) and
(2) above.

"(4) Convert polymerization operations to
produce codimer. |

"(5) . Limit the use of polymer to feed stock for
allylation plants,

- "(6) Obtain Qovernment review and support of
financing including supply, construction, reimburse-
ment for exchange of components, abnormal freight
charges, étc., and authorize accelerated emortiza-
tlon,

"Since, in my oninion, the above cannot be accom- .
plished without overall coordination of production of
aviation gasoline, I request that the National
Petroleun Councll advisme me on ways and means to
accomplish the above specifically 1nclﬁd1ng recom-
mendations with respect to the type of orzsnization
and personnel necesaary to do the jJob,

"Sincerely, (s) H., A. Stewart, H;,. A. Stewart,
Directert
Now comes the report of the Agends Committee. The

letter was duly transmitted to your Committee by Mo,
Hellsnan and the Committee considerad the problem outlined
by the Diﬁector. at a mntting held in the offices of the
Counecll on Sthnﬁb-r 27, 1950,
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The Asgadn Gammitteg ‘i of the epinioa that 1t 18
proper and advisable tor the National Petroleum Counell to
consider such Buhjaet, and recommends thit a Council
comeittee be appointed forthwith to review the request
and meke recommendations to this meeting of the Council

 thereon considering particulerly the report of the Counsil's

Committee on Nationel Petroleum Emsrgency, adopted by the
Council on January 13, 1949, which cutlines principles and
procedures that in the opinion of the Council a;t-wtrentivt .
in supplying petroleum demands to weet national emergensies.

That is the report of the Agende Committee and I move

its adoption. y
A 'VéICE! Seconded .,

MR. HALLANANS Are there any remaris?

(N¢ response.) |

MR, HALLAKAN: You have heard the motion made by Mr.
Jacobsen, Chairman of the Agenda Committee. All in favor
of the adoption of the report as submitted will 1ndi§atn
by saying Aye; comtrery, No. |

(A voice vote was talen.)

MR, BALLANAN: It 18 so ordered.

In pursuance of the riﬁanumnﬁution gontained in the
report or the Agandn Committee of the appointmeat of a
committee to review the request of the Direatgr of the
011 and Gas Division, the nhair nppointu at thiu timn. and
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with the request that this committee attempt at the earliest

possible time to go into session go that a report can bé
made later in the day, Mr. Brewster Jennings as chairman,
Mﬁ. W. Alton Jones, Mr. Spencer, Mr. Marshall, Mr. Russell
Brown, Mr. Nlelson, Mr. Wescoat, Mr. H. S. M. Burns, and
Mr. Vanﬁeveer. |

Mr. Jemnings, do you ha#e In mind to indicate at ﬁhis
time when your committee may be brought together?

MR. JENNINGS: Mr. Chairman, I fortunately arranged to
give a little lunch today at the Hay-Adams Hotel in case
this happened. I would like to have the commlittee Join-mel
lmmediately after this morning's session adjourns, at
Room 120 I1n the Hay-Adams Hotel.

MR, HALLANAN: Gentlemen, the immediate problem that

of aviation gasoline. In preparing the agenda for this
committee and for the Council sesslon today, it seemed
desirable thet the whole membership of the Council should
have a realistic pilcture of just what this shortage 1s.

In ofder to bring that forthwith to your attention
so that 1t may have the interest of the Council in this
séssion, I desire to present at this time Mr. Bruce Brown,
chairman of the Mllitary Pétroleym Advlsory Board, who.;_
will present the picture with rgspeﬁt ﬁé'the avi#tion géso-

line shortage. Mr. Bruce Brown. ‘ . -

‘has brought us to Washington today is the critical shortage .
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mn-11 | STATENENT OF MR, BRUCE BROWN

/ ,;-KR, -BRWE BHWH: Br. Jecobsen in his raport raaﬂ tn
(she letter that Wr. Stewart, Divector of the 011 anﬁ s
¢5 5 Division, wrote to Mr. Hallanan, which 1 ons page ;:}A

ta /mut: tho nvntion gasoline sitsmtion. :
/" 1. Iwent to talk about the group for a minute, snd
/ 'f' then present its chalrman., This refere to the Aircraft

 Fusls Coumittee of the Military Petroleum Advisory Board,
My, _Holadey, who is general mansger of Socony Vacuum

' Laboratoriss, 1s chairman of that committes. In view ef
S ) _ t;he dmportance of the suh.hct pabter, I tlmught I hat N
o b '%f.ﬁ--ﬁbqtm glve you our bona fides and tell you who the cther |
pecple were. |
. The Aviatlion Fuels cmitm of ‘bhe Military htrolcm
;;,_Aﬂvisery Boerd, with Mr. Holaday as chairman, has the
- following individusls as members. These men are all --
. without glving them by title -- either high in bhe
mxam#turing departments of the companies invelved, or
! high in the reseavch and technical activities of the. |
] coﬂpaniﬁﬂ involved. The foliming individuals join Mr,
Helul;y in bis report to our Boerd, I will read the
; upcrt thnt we made in & mi;mbh

- The M-P Fuels Committee comeists oft R, C. Alden,
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| W.R. Argyle, John R. Bates, Paul G. Blazer, Marion W.
;; Boyer, Reld Brazell, G. A. Davidson, C. E. Davis, 4. T,
|

| Prame, R. C. Qunness, H. H. Smith, H. B. Wilde, and
J. S, Worden.

The Mllitary Patroleum Adviseory Board met here last
week to hear the report of this Aviation Fuels Committee.

We had met previcusly and we have realized that the aviation

fuel situation was getting tense., At a previous meeting in

| late July we concluded we would have to send cut & ques-

| tionnaire to all of the refiners refining 2500 barrels or

| more of oll 8 day to find out Just what the aviﬁtiOn'situn_
ﬁ tion was, We did that through the auspices of the milit#ry.
i The questionnalres were to be rﬂtufncd to Admiral

5 Biggs. The questionnaires were returﬁad. A subcopmittee

| of the Aviation Fuels Committes reviewed the results end

f reported to the Aviation Fuels Committee. The report wag of
|
|

| 8uch & nature as to cause the Aviation Fuels Committee Lo |
f%make such recommsendations as are included 1in Mr. Stewart's
letter which you bave in front of you.

The Aviation Puele Commlttee reported to the full

Etha.Bnard-&re aot refiners. All ihe Aviation Puels Gomé

Emittse members are refiners. The Committee, 21 of whoae'

1mmmbers belong to this Council, heard this same story.

{

II would like to read you their report to M, Stewart anﬂ

§§M111tary Board in this room last week. A1l the members of
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Admirsl Bigpgs, abbreviating it. It says we listensd to
the Alr PFuels Commitiee and are attaching their report.
The sltudtlion may be pummariged:y

Wh;lermnny of the refiners able to produce aviation
gﬁaéline have expanded or are planning to qxpang pradﬁctinn
of éﬁcb gasoline, current production 1z insufficient to
msg§'¢urrent needs snd the survey indlcates that fubure
pﬁé&ubtion will not be enough tc meet future needs wilens
éomg gxtraérdinary measures are taken. The Commlttee hab

peinted out that some of these measures will necessitate

: mction by industry of the type which will require Govern-

/. ment authority and assistance.

The Military Petroleum Adviscory Board recomsends to

| the Secretary of the Interior that the National Petroleum

Cnunail be requessted to meet in emerpency session to consider |

the findings of the Military Petroleum Advisory Hoard and

1 its Aviation Fuels Committee, to the end that the most

| effective mobilization of the resources of the petroleum

| industry be obtained without delay.

- The Military Petroleum Advisory Board further recom-
mends that there be established an indppendent governmental
agency staff%ﬁ'with experts drawn from the petrolewn

industry, reporting directly to the Secretary of the Interior

pursusnt to the provisions of the National Defense Act of
1950, and vested with full authority to deal with all of
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the probleﬁs of meeting military requirements for aviation
gnaolines, Suech regulation as may be necessary should
continue in effect only so long as aviatlon gasolines for
military use shall remain in short aupply. |

The Milltary Petroleum Advisory Board believes it
would be remiss in its duty 1f 1t did not point out that
the type of organization recammanded abavc i the only one
of the proved errectiveness and which in World War Ii
enabled the petroleum 1ndustry to lncrease its production
of military aviation gasolinea from lese than 40,000

_,barrels per-day to more than 600,000 barrals per day.

What we heard in the Military Board 15 militery con-

f'ria;ntial. We are sticking our necks out and Presenting

it to you gentlemen here today., A lot of the data that

my associates will talk about are highly {mportant. Some

.gqf 1t isn't, But the whole thing would have to be in a

confidential status, so T will ask that the minutes only
show th&t we made @ report on aviation gaaolint.

I would like to introduce to You Mr. Bill Holaday,-

'_chairman of uhe Fuel Cammittee of the Military Aﬁviacry
 Boarq,

- STATEMENT OF W, M., HDLADAY
. MR, HOLADAY=‘ Gantlemcn, I 1mngine nost of you wili
ncu be ton enthused abnut thia report. It will glve you

some of the facta we have been working with. I will give
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you a summaryfof tha condition, and then we will give ycu
some of the wmore detailed informstion which is back of

this plece of brown,paper up here. I weuld like to call :

to your attention that all of this 1nfermat1an is conridenq'"

t:Lal for two reasons, one for m;llitary, amd the other one

43 that 1t is data which you have su_p_pli&d, to us ;l‘ram

industry and that we do not believe 1t advisable to go into
details of distributing such information. ; |

The Hilitary Petrelaum Advisory Board's Aircnaft
Puels eommittoe has, since 1te inception in 1947, bean con-

tinuously studying the availability of reciprocating and

'Jat aircraft engine fuels in time of emergency and has been

analyzing these supply data in the 1ight of demand situa~
tions rapresenting such smergencty conditions that have
been presented by the Eilitery. Aviation fuel availability
under normel peacetime conditions has not beem considered
a propqr:fiela for MPAB activity. The present situation,
ﬁe'all reallze, 1s'nnither fish nor fowl -- 1t 18 not con-
sidered an all-out emergency, nor can the preseat “police
action” aaﬂ-d&fggse prep#ratiens be aansiﬂarad,“nprmgl,“
paﬁticglarly with reference to aviation fusl requirements.
 he Council is aware of the fact that the demand for
high octane nﬁmberf;viation fuel was beglnning to exceed

supply in Ju1y¢_'Aispucial committee under Nr. Jemnings

'was mstablished to effect an 1ncraase in productiom.
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Now, the reason or reasons for this J3ifficulty in
meevlng demand has not been obvious, particularly in view
of the fact that the industvry produced 500,000 barrels per
day of Crade 100,130 during the lant wav.

Flrst, 1% should be undevsicod that a single petréleum
product -~ aviation alkylate -~ 1s fundamenial requirement
te all Grade 100/130 and Grade 115/145 aviation fuel
production.

Second, the higher the guality of the fuel, the more
alkylate must be used.

‘Third, the aboolute quantity of allylale reguired in
£l givan formilatlon depends upon Ghe oclone number level
of the other rasgoline stocks used in.ﬂﬁnjunétiun with Llhe
alkylate.

ow, let's return (v the World War IX 31tuatian and
analyze 1t with reference to these points. The 500,000

barrels per day of Grade 100/130 produced at that tilme con-

| talned roughly 1/3 alkylate, ov 170,050'barrels, The

500,000 barrels also contained approximately 200,000 barrels
of a high quality catalysiecally cracked base stock that wan
obtained by cne of geveral eztranfdinary'refininﬁ procedures
sueh as two- and three-pase catalytic ecraclking, hydrosena-
tlon, or fractlonation and acit treatment of catalytieally
oracked EéOﬁkﬁ. Ho Grade 115,145 was produced. Alkyla-

tion capacity was filled by exiensive shipment of feed
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wm-~17 stocks from plants having no alkylation facilitiles
having such alkgrlation facilities,
Todny*a'aitunﬁian is quite different. PFirst, toc
production of Grade 100/130 contains, on the average,
2/3 alkylate %—.as compared to 1/3 during the last war.
The reason for this im that 1ittle or no high quality L
cetalytic base stools mre being used simce their preparation

- involves extraordinary messures -- expsnsive in terme of

i
I

monay,'and.trcnnndoualy upsetting as far as normal'eegnqr—
clal cperations go, since the hrepﬁr&tian of auitablé-
catalytie stocks would affect markedly erude running cap1*
eity and mmtorrgasaiine quantity end quality.
.'i ‘ Second, nearly 50-p§reont of the military demand for
| hish'aetane number fuel is for the higher quality drnau
115/185. Thia grade ocurrsntly contains en average of
85 percent alkylate. |
Third, alkylate production is well belew the World
War II lsvel, although excess cepacity exists. The TeAEOR
for thie 1s that a mudarity'or'thg alkylntion plants were
built and expanded during the last war mot on the basis
of fesd stocks that were avallable in the refinery where
‘the alkylation unit was located, but rather on the basis
of fued Btocks that could be made availsble o 1t from
outslide sources,

Alkylation feed stocks are not curvently being shifted
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a0
omony, vefineprler Lo suy gredd extent, UJuch movement of

gstocks zlse constilubes on exbraovdinory gagure -- eXpen-

T

]

sive in Lteell and affecting %o some degrec mosor geeoline
cebone hunber Guelitr snd guonatlty.

Tu svmmerlize, there ave three baule factorn which
are currently preventing the netrolecnm industry from
reaching the prodoctlion levels for high oetone numbsm
aviation pasoline astainod dueing Wrwld Wer IT: (1) the
demand Tov & higher quality fuel -- Grade 115/145; (2)
the vhuenca of eabalybienlily crucked base stoaks wvhich
wonld Twwve the effest of reduriag _lkylate'requi?cmenﬁ; ang

{3) 1uwer slkyrlate prodectlon In splbe of czintiag frpucivy

because of the {act that no interchanse of fzed riecls ip

,,.11

Beling nr%vtic
Now Lo return o the develogmen: of the curreat
situation and nteps that have been Lalen ;é balance
supply and demand. Besldeo the formation and zotion of
the Jemlings Comitbee by WM, the 011 and Gas Dilvicio
recuestadl 4‘hct; MPAD etudy the motter and recormend what
steps should he taken if production were found o conbinne
e lag bebind demand. |
An Invactigatlon made by the Alrvreraflt fueis Comulttee
early last Augunt Q34 show that sewcalicd ﬁarmal produa-
Glon of a#iauion gaseline mould not meet reqguirmments,

The reccamendsn Llon was mode, therefopej thot the 3ecrotary
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of the Interior Tequest that refiners remove sny alkylate
used in motor gasoline blending and reserve 1t specifi-
caliy fur“aViéﬁioh use .
| Oh thé basis of requirements Mmown at Gthat time,
1t abpaared that such action would be sufficient t0 meet

the demand at least until the end of this year. However,

' three additional recammendataona were made which could

be carried cut if and whan requirem@nts exceeded supply.
&hesg included:

(1) The revision of commercial aviation fuel speci~
ficatians ta bring them in line with mllitary
specifications and thus conserve and extend
the critical alkylate supply.

(2) Agrequast for the petroleum industry to manu-

| facture and blend more aromatics in aviation
gasoline in order that naéional allkylate pro-
duction could be used to best advantapge to make
the ﬁost aviation gasoline, and

(3) The suggeation that a considerable increage in
Production could be achileved by moving alkylation
feed stocks and aviation pasoline components
bétween refineries to utilize idle plant capacity
and to obtaln maximum aviation fuelAproduction.

Arrangements were also made by the Alrcraft Fuels

Committee to resurvey the industry to establish production
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capaclty not only on an &ll-out emergericy basis a2e had
been done previously, but also on sn immediste basis. |

In other words, the industry was asked what its currqnt
elkylate production was and was requested to esteblish in
general what the timetable appeared to be to cbtein maxi-
mum productlon levels with facllities cwrrently 1n.ap¢ration
and those under construction or those authorized fbr gon-
sﬁruntien*

The individual refiners were 2lso asked to indicate

- what they could do on a self-contained basls and what pro-

duction lﬁvel could be obtained if it wéve assumed that

- allylation feed stocks and certsin high quality base stocks
~ could be made avallable to them by shipping them in from

cutside sources.

As Indicated previously, such transfers were sssential
to estabiish the high;praductiun levels accomplished during
ﬁorld War II. As meny as 7500 tenk cars were used at times
to accomplish this stock transfer during the last war.

On August 31, the date that the questlonnalre returns
were due, the Military mede known to the MPAB the fact
that suppiles were still markedly short and that require-~ -
ments were going to be appreciably higher over the last
four months af the ynar'than had been previously amticipated.
In other words, wé get a new list of requirements, particu-

larly during the last four montbs of the year, than had been
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piven Lo Lﬂ_befmra. :
Iy should be W*lled thai thege “u@glieﬂ were shert
in opite of the fach thet industry had by uhiw nire apparently
removed none 15,000 to 206, ﬁﬂx barrels a day of alkylate
from notor pasoline.
| Phe gueanticmnaive was submitbted o 138 vefiners operating
29 Jlﬂﬂbu Wwith 2 crude yumming capacliy of 2500 barvels
per day or bigher. It wac ?éalized that a number of ;ha
smaller plante 4id not have faclilitles f ar finished com-
nenenss for high cetane number aviation fuels, bui manﬁ
£ Shem probably would be in a positilon Lo supply allkylation
feed gioele. Replles were revelved coveriny 193 refineriesn.
G@ntlemenﬁ.l apolugicse for sending oul these guen-
tigmmaives bo wou, bub T do wish aleo to Shank you Por ithe
vonderful cooperailion that you have given vz in anowvering |
these guesulonmalres.
To make Ghings wivoe, we are pendlny you ancther one
on Frlday of this weel, which lo ccunider ably more compli-
sated than the lact one. T would like to hove M. ApJjohn,
g ohaleman of Shls oubcommities of owe Aviatica Fuels
Commiites . ﬂuﬁiine{th@ detalls of $+his. Ve ivrled to break
ship dewn 1o an overall pleture and prepent 1t by disteicés
We Uhoueht that 3”‘&reﬁenting 1 by Glstrictn, you could
Pela%e YOour own ﬂparatimn 2 1ittle better than trylng to

look a4 1t overall. 431 of thin 2& confidensial azain
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and Qe will remove these sheetis one at a time so that we
can present this stafy o vou. Me. Apjohn.
STATEMENT OF THOMAS APJUHN
Mi. APJOHN: Gentlemen, the information requested on
these guestionnaires, you will realize, ic In a great dezl
of detail and it should not be concluded that the infor-

matlon presented here today covers by any means all the

information that was developed from thepe data.

Tt ie the primary purpose of this discussion to pre-
sent thbse fipgures which have a bearing on the lmmediate
situation. Secondarily, we do want ©to gilve you sone
nicture of what can be done in 12 to 18 months after these
presently-planned facilisles and authorized facilities are
cémpleted,.and aftér certain rehabilitation programs of
eommunities that were in operation during World War II are
carried out. |

The essential data for the questions presently belng

" wonzidered have been set up in five chartc. This chard

presente a broad summary of the c¢rude running capacity
of those refineries answerling the questionnaife, and algo
~ives a broad summary of the potential Grade 115/14%
productlon.

' The first two columns give the crude capacity. boith
as it existe immediately and as 1t will exist 12 to 18

months from now when facilities are completed that are.
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mm-23 currently under way or authorized.

. The 183 refineries that did report are capablé of
running 5,783,000 barrels per day of c¢rude. This probably
apounts to gbout 90 percent of the eurrént avallable bapaq
¢ity.  In 12 to 18 months that crude running capacity will
be increased to $,003,000 barrels per day. Crude in bthis
initial summary table iz the total Grade 115/145 that
could be obfained (1) under an immedlate situation, and
(2) 12 to 18 monthe from now.

You will recall {hat ¥Mr. NHoladay paid we 2lso asked
the industry to indicate to us how mueh they could produce
to us on a self-contained basis; and how much could be
produced 1f-they-cou1d assume they could pet cutslde stocks,
alkylation feed stocks and base stocks. I want to point
out that this "all-out" heading bere means that these
figures would be cbtained only with some or all of the
controls, Govermmentauthority and Government assistance
what were available during World ¥War II.

MR. WILSONs That "all-out 115/145% actually isa't
the ratlo that you would have. You would have z greater
volume than that because a substantial part would be 100/130.

MR. APJOMN; That iz right. The demand is for 115/130
and 115/145. If you made both grades your total volume
would be higher than that total indicated.

. WILSON: That includes civilian requirements as
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well as wmilitary?

MR. APJOHN: That would cover civillan requlrements
ag well ag military.

Let's look at the immediate siltuabion. On a self-
contained basis the industry couldnﬁéoduee 109,000 barrels
per day of grade 100/130 finished fuel. HNow, if they
can zo oubside and can get alkylation feéd stoéks and
cther blending components, that produciion can be increased
to 175,000 barrels per day immedlately.

MR, BAKER: .Does that mean that they havé that capaclty,
or that they have thé capacity plus these stocks around over
the countyy? |

MR, APJOHN: That means they have the capaciiy o
make thls much, they ihemselves, on a self-contailned basis;
dv not have the ntocks.

Mi., BAKER: Is there avallable, in ithe country ~-

M. APJOHN: That will be developed, ¢ir. In 12 %o
18 months the self-contalned productlon goes up to 142,000
barrels per day, on a selfﬂnontained.basié; wilth outside
stocks, 246,000 barrels per day. You realize that in that
12 tc 10 months they are going 5o complete catalytic crack-
ing uhita that are apparently being build and are aubhorized
to be bulliy they aPE'gGinﬁ to rehabilitate & lot of equip-
uent’ that was used in World War IT that was converted to

vse for normal peacttime operations. Some of the allylation
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--'.'_'"unf“% were. robbed of "’parﬁ:sf £¢,. other uces when the alky-

lation reduiremhb dropped imed:l.atﬁl? following World

 War I]iﬁ Ieamriwbion “m»’-tﬂ were converted Lo other

nses more prof 5“'951@ for Dear oiine operatimu Those are
ma things that are a@in” to happen in the next 12 to 18
months after CORYTO”. pave et in to get this proGuction
13?&1 to. thiﬂ Pwm‘_ |

R’*’P’“m ¥r. h'xlim*:& statement, alkylate iz ithe

ey component te the Dr.osuetion level that can be obtained.



T \ el A - 28

}“ L : L o !
G \ . . pS

| S & to 100/130 ana ils/ius 3‘“ seems ‘f"“ti‘
;fl j- This appli : | b
#2. . \nd; natdnt-ial dkgte g ek
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availability. The firnt colum

“m a oalendar 4 g)‘ fml‘ﬁ
_ late produetion 15. It is hlled o
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-3 . .

950. - wu nén't gev -
representing the last four months or h . ey &5
" the tetal ‘for the .
over the 1nd1vidua1 diatrict figures, but .
S
_Uhited States 1s about 108 ooo-barrels“per da,
- _ lous one 1n
 The rest or the tahle 13 aht up a6 the pre. o
\ . @ be done
on an all-out produetion oapaciey bnlis, uhab 7 3
n now, and
1mmediate1y, what ean be done 12 to 18 monthl frow
: ‘aptained
within those two cases, what can be. done on t self-c.

basis and what can be done with oubllde atteku. -

o -v‘,’-
Ona nelf-eontainod basis ynu will natiee thgt the ali;

late- production would he abeut 105,600 bgrreia per -day. Thn;
ia_longr than ghnt they=are¢dotng right npu-&nd*wh&t the in-
dustry 1s doing right now. That 1nd"1c'lt¢:ﬁ‘ of course that
*there ia & little bit of . ahtfting of alkyintien reed stoekl
l%o thipe plgnts thlt dokhtvc capaoxty. ‘ L

On & selr-containod basis 1nmediltslr the production
could 'be inez-usnd hy ‘.’0 000 burmh ® tu 127,000 barrela. X

MR. HILSOE: You sa1d on a ‘Qlfﬁegptliﬂﬁd haliu?

HR; APJDHR& I tm norry. Hith’gutlﬁde feed atocki.

HR MEEGE: Do the quegtionnniren 1né1cate that thnt
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2 - additional.ao,obo barrels is evailable if it is shipped back
" and forth? | 0

| MR. APJOHN:. :!bg. I will prove th;t;gs I go along.

| J '7 Sunﬁdry figures rebgeaenting eountryJiide alkylation

| productioﬁ for 18 mbnths“from now 1ndioéte'an even wider
spread between self-oontained operationa and those brought |
| about by the use of outaide stocks, the figuren being 124, ooo_”

and 171,000 barrels per calendar day, regpectively.

In a subsequent analysis of the current supply and dé?}f:”
mand situation these figures representing immediate produc-
tion will be used. Please keep them in mind, that we can
meke 127,000 barrels per day if we go outside for feed stocks
to fill alkylation\oapacity.

The difference between this 104,760 and 127,000 repre-
sents what can be done with outside stocks and they specifi-
c¢ally include the three materials: Iisobutane, butylenes
and‘codimer. Factually, this amounts to Just two components,
since codimer 1s a selected pplymer resulting from the Joining
of two butylene molecules in a polymerization operation.

A number of refiners have polymerization unite that,
under normal cilrcumstances, are used to combined propylene

’ and butylenes, producing a liquid product which has an extremely
high blending octane number as & component in motor gasoline.
When these pclymerizatlion unlts are operated on a selected

feed stock consimting only of butanes and butylenes, the




Je3

30 .
product, known as codimer, makes an excallent alkylation feed

stock.

80 the three things are 1mportunf-45"1lobutano, butylcne:

and codimers. Codimer is two . elements ih a liquid product

"rathor than a gaseous one. Let us look at the three com-

ponontn Acrosu the country and eatabliah tho fact that there |
are sufficient available to make this 127 000 barrela a day
for which there is & capacity in alkylation units.

Thia 18 an alkylation feed stock balance, consideriﬁg
the entire shipment transfer of feed stooka.

A VOICE: What you could do if you d4id --

MR. APJOHN: That 1s right. And to indicate that the
stock are available. - |

In the immedlate situation You can see that country-
wide there is 2 slight excess of one of the components
necessary: isobutane. There is a shortage of butylenes,
per se. Howsver, that shortage of butylenes can be more than
made up by the céﬂimer that could be made available.
Actually, one barrel of codimer is equivalent to 1.2 barrels
of butylenes. So that you could have left over here, after
you supplied thin requlremsnt, some 7,000 barrels a day of
codimer.-

During the last war that codimer was hydrogonated to
hydrocodimer whioh is an alkylytic equivalent. TYou will

note, however, that there are substantial shortages 1in
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) | District 3 and Didtrict 5. And the over—supply is 1in
| Dijtriégl 1 an@*?é ”TherefOre you'cgn-sgo immediately a -
tran-portation ;?ébicmoémingup 1ntfaﬁs:er1ng those re-
\ " quired stocks from 2 _ian:d'l 2 to 3 and 5, from the east coast
" and midcontiﬁenf*é}éé to-the Gulr 6daufﬁ§nd the Pacific
- coast. | _ - :
MR. WILSON: Dbes that allow for thﬂ;iynthetic rubber
requirement of butjlene?" |
MR. APJOHN: That 18 coming along and T will prove 1t
does. It is niég-;o anticipate all these questions.
In the longer-range forecast there is a shortage of 1lso-
butane. We are ndt too concerned about that, however. We
! fee) that that relatively small amount -- 3,300 barrels a
| day ~-- could be obtained elther by installing a few butane
splitters and natural éasoline plants ob.rehabilitating
butane isomerization units. |
| We show up with a larger shortage of butylenes in the
all-out plcture, 12 to 18 months from now. We can more than
make up this shortage by using codimer. Here again we have
fhe same problem, 12 to 18 months from now, that you have
today. An over-supply in Districts 1 and 2 and a shortage
1 in Diatricts.3 and 5.
Now to come to your question, Mr. Wilson. When consider-
ing bulylenes for alkylate, 1t is also esasential that the

avallabllity for uyﬁthetic rubber alsc be considered, It
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JfS B will be recalled that there was cdmpctttion_during the last |
| war for butylenes&.betwoen 100 octahe number gasoline aﬁd
© synthetic rubber. The next table Indlicates what the 1m_§a1- o
' . 1_‘ §%6 aifuationrin ﬁith fdference to this &oﬁpeting demnnd.

: Questionnaire data*indioated that rerinefi'ﬁould. under eﬁnr-
- goncy conditions, set aaide 16,070 barrels per day of buty-
.lene- for the rubber prOgram.

The indicated demand about January 1, 1951 is 19,500
barrels per day, so-there is an 1nd1cated shortage of 3,400
barrels per day. You will recail on the previous chart that
ve have more than enough alkylation fecd-std&ks'to‘rill
alkylation capaclt?} More than enough butylenes if we con-

‘1 sidered the use of codimer.

Now, 1t is possible to make up this 3,400 barrels a day
shortage for the rubber program if we take butylenese from
some refinery that has an alkylati@n unit andrlubntitute
those butylenea-foffthe codimer. ,T° state the facts bluntly,
the rubber program can, according to the queltionnaire;
take care of the situation.

MR. ADANS: -That_ia-baaed on your present capacity of
butylene and nynthetié rubber?

b MR. APJOHN:. That is right. The demands during the
last war were not as Hgh as 19,500. They have been apparently
able to stretch those plants to producemre. This 1s the best

figure we have on demand.
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HR. WILSON: The other figures you had on the previoul
chart were arter taking out this amount?
MR, APJOHR: ‘They were, yes, sir. ;Artsr teking ou#

16;070. Théy were not considered avallable as alkylatiqn

'reed.

MR. WILBOH: On your previous chart you showed the amount

of codimer available. Actually that 1s available only by

3st0pping_present operations and swltching it to codimer

operations? 7
MR. APJOHN: That is right. It is codimer that coui’,§ $ :
made available. It is not available tody.
hn. MAJEWSKI: Plus another thing, Bob, that has to be

dealt with, and that: is the curtailmant of this unreetricted

octane race on civilian gasoline. This codimer comes -- as I

would 1ike to point 6ut and I am Just chiming in now briefly
-~ the coqimer comes from smaller refinerles which did such
a swell job of auﬁplying 1t.dur1ng‘the last war. It involves
of course a little additional price, but further than that
no little fellow can contribute his mite to this, and his
important might, unless there is an lmmediate cessation of
this octane race, because he even now can't meet what the
ethyl gasoline cﬁrporation requirehonts nre ai a minlmum,
say, to compete on an aotivg bés;n,

I hope you”dpnft_rorget to deal with that, because to

me, 1f you stop this octane race, most of your problems for
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the present are over. |
W11l you deal wiih_that, Tom? 1 just want to put that
1n. | B |

MR, BRUCE ﬁ.'Bnowuz. That 1s;not pafﬁ of the aviation

‘fuel report that he in giving but eertainly we are a11 free

o to deal with 1t and I am on your aide of 1t If you don't ;

have unanimity you Juat don't have 1t. _Lee h;p say?what we

a1l agree to, first.

MR, MAJEWSKI: Just so you dﬁn't stop me later.

MR; APJOHN: Up to this point we have eonnidored the
amount of rﬁél that can be nade availabln with governmant
ﬁuthority and assistance immediately, i;ﬁigwto 18 months
from now. Ve hnfe considered primarily the alkylate avail-

ability because that is the essential nub of the whole situa-:

An analysis has also been made of the rate at which
production can be increased over this 18 months ﬁeriod and
1t is practicelly a straight line rate of increase for the
firet 12 months when you approach pretty close teo the maxi-
mum alkylate avallability of 171,000 barrels per day.

'Now let us make a comﬁarison of whgt.la being done in
the way of producing high octane avaiation gasoline and
what is being requested by the military, to indicate the mag-
nitude of the shortage thnt exists, and to define what should

be done immediately to eliminate that shortage.



35

a8 MR W. AUTON JONES: Ae to capacities, both present
and in 12 to 18 monthu, you have taken 1nto account only
| those new racilitiea now under consﬂruction? :
; S MR. APJOHN: Or definitely authoriged. |
MR, W. ALTOK JOHESz1 You have mt dbhtoﬁplated new?
MR. APJOHN: Yo. |
A VOICE: Does thdt contemplate neﬁi;;ééﬁ#ersions?
& MR. APJOHH:H'It does. Some rehlbilitation pragrama are
not contemplated, and that will not be done until they are -
told to do 1t. o
Mﬁ..W. ALTON JONES: My question ii}as to whether it
contemplated the additlon of any new facilities. |
A VOICE: Are those figures oniy C-4's, or C-4's and
C-5'8?
MR. APJOHN: méﬂiy‘d-H‘ia We have enough butylenes
~_available. So we are not considering the use of C-3's and
C-5's. This chart summarizes production end requirements
Three grades of high octane numbdr ruel_are considered for the;
analysis: Commercial 100/130; military, 100/130; and mili-
tary, 115/145. |
The firat-ooiﬁhn after the grade represents what current
’ production is. The commercial figures of 46,500, of 100/130,
| and the militaryrfigurél of 42,900 for Grade 115/145, were
obtained from the Armed Services Petroleum Purchnaing‘Agency

~ and. represent offerings as of August 31, 1950,
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Qur checking with that agency lihce~that time indicates

that they are essentially unchanged. 'Thirt hae been a 11ttléfi'

bit more qrfered but thene figures ltill are pretty good to _i
represent the over~all pieture.

We have se;.uut-the commercial 100/130 because dbﬁg-

mercial grades of aviation fuel currently contain from .

3 to 4 milliletters of'htrgethyi lead pér gallon, whereas
military 100/130:and 115/1#5 contain 6 nilliietters'or
tetraethyl lead per gallon. | :_

The réqﬁirement rigure--were.develqﬁed-by the Runitions
Board Petroleum Division and are the figures ﬁhat.wern given
to.us on the 31lst of Autist. These were developed*nrtef
qulite extensive consultation with all the agencles involved
{n the purchase and use of high octane nu;;;r fu,l,

“ _'Compariscn”hr the requirements with ;yrpent production-
1ﬁdicatea'there 1B a current Shortﬂgd.gf 271100“-h¥??015
per day over the period September thraugg Dncanber; This
analysis was started about the tirng of September, so we uﬁe‘

the four months period.

It has been assumed of courge that all commercial re-

qqirem@nts will be met and that the nilitafj 18 going to dbe

short.
A few comments about the demand rigurei‘vould'probnbiy be
profitable They constitute 4 requirement for product rﬁr

both immediate consumptlon lﬂd.buildlng terminal lfoek! to &
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Qur checking-with that agency since that time indicates

_that they are etnontially unchanged. Tharé has been a littléff;
bit more qrfered but ;heae figures: ltill are pretty good to |
represent the over;alﬁdpicture. e
We have set_nut the commercial 100/130 because ébﬁ—
mergial grades of ﬁfiation fuel curﬁent;iHQQntain from
3 to 4 milliletters of ®etraethyl 1.§ad pe;.r_ gallon, whereas
military 100/130 and 115/145 contain 6 milliletteru'or
tetraethyl lead per:galion. | |
The reqﬁirament rigures-uere.develobed by the Munitions
. Boaprd Petroleum Division and are the figures that were glven

to us on the 31lst of Au,dst. These were developod‘arteﬁ,

quite extensive consultation with all the_agenciaa involved

i{n the purchase and use of high octane number 1uela

:--Conparinon'bf th&‘requirennntﬂ_'ith current production
indicates there is a eurrent shorta3§ of 27.100n$‘rp915
_per Qay'over the period Septeaber triough Daceaher; .Thin
f_analyliq was started about the fir’t ar September, sc we use
the four months period.

It has been assumed of COUr{, iyt a1l commerclial re-
quirements will be met and that . military is going to be
short.

A few comments aboutthm_dennﬁd riguren would probnbiy_be
profitable They constltute , ., .:irement for produdt-fbr

both immediate consumption arfy y.414ing terminal stocks to &
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Jrioc " mafe level. A thorough analysis by MPAB revealed them to be

ﬁery_realistic. We would like to cite just one example of
the poor terminal stock sltuatlon, upon which Admiral Bilggs
could give more detalls, indicating that the mllitary is
not in a good situation -- I think that is putting 1t mildly,
1sn't 1t,Admiral? -- from Japan through the back-up area for
combat actlvitles to territorial United States.

~ One horrible.akample within.the United States 1s the
fact thh? on August 31 fhe military had storage capacity of
over 1,2é4,000 barrels. At that time they had 164,000
barrels in that tankage. Sﬁch a condition existing through
practically the‘entife distribution sfitem, it is obvious that -
steps should be taken immediately to put this stock ﬁosition
at a safer level.

Consequently the figures 1included in the demend column
do ineclude fuel to £111 this terminal storage to one-half or
one -third of the available capaclty.

MR. MAJEWSKI: May I --.

MR. W. ALTON JONES: By what date?

MR. APJOHK: December 31, 1950.

It appears that two steps should be taken immedlstely
to overcome the present shortage of 27,000 barrelﬁ'per day,
16,800 of which are Grade 10Q/13gland 10,§bo Grade 115/145.
The first is to institute the yecommendation made by the Alr-

eraft Fuels Committee that commerclal fuel npecificatiéns be
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Jril brought in line with military specifications. As indlcated
here, the current commgrcial grades'only have three to four
milliletters per gallon where the military has 4.6. Increessing
i the lead content to the military specification 1evel of this
commercial fuel should increase availasble supply of 100
octane number finished aviation gasoline by about 10,000
o bareels per day.
The effectof such a change in specifications would ‘be. -
felt immediately. It is a good way to pleck up 10 000 barrelsf

a day tomorrow. It is Just a change in the lead,content of

the commercial fuel. Steps are under way to accompllish that.
T¢ overcome the balahcé of the ahofé;gﬁ, approximately
10,000 barrels per day of ad'd_itional &ky.'ﬁate production must
7. be found: This'me;hl thaﬁ‘ourrent alkyiste produsctlon would
5 | have to.be increased from the present level of 108,000
m”hnrrels a day to about 118, 000 barrelu per ﬂay,
Referring back to the previous data you will recall that
there is currently capacity to produce 127,000 barrels a
day. However, to attain any part of thatcnpacity we have
to move feed mtocks from dlatricts 1 and 2, east coast and
midcontinent area, to the Guir'and Pacific coasts. To accom-
? plish this it appears that‘government authority and assist-
 ance will be required. .
Since added expense is involved, and_such movemente

will undoubtedly affect both motor gesolene quality and
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quantity.
That is all that I am golng to say about it, Mr.

Ma Jewski.

Further, 1t 1s estimated that some 600 to a thousand

tank cars will be required to acecomplish this transfer and

half of these cars will have to be of the pressure type.

Here again undoubtedly government assistance will be essen-
tial to obtain the cars, particularly thehpressure type which
are extremely short at the present time.

It should be Btreaned that these shortage figures are

expressed 1n termu of barrels per day over a four-month

period. That four—month period is September through Decemﬁer
1940, The shortages are cumul&tivg, and since one month has
palaed during which nothing has been done to alleviate them,
the steps recommended in this analynis are well on the con-
servative side as far as activity on the part of the petro~
leum Industry i1s concerned.

In other words, this alkyiate inorement of 10,000 barrels
per day should be increased by 25 percent on October 1,
to be realiatiq; to £111 the bill. The analysle of produstion
and requirements was qarried one atep further on the basis |
of a 1951 demand that was estimated by the MPAB AircfaftrFuelu
Committee prior to the release of officilal eafimates by the
Munitions Board that were received late last week,

These MPAB estimates correspand roughly to the official
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estf*ates for the first half of 1951. Fpr the seeond half of
1951&the indicated demand 1s substantially.highdr than the
figﬁrés shown here. On the basis of our MPAB estimated
figures there 1s an indicated-total shortage of 41,200
barrels per day over the preaent pltuation, 25,700 of which
are Grade 100/130 and 15,000 are Grade 115/145.

To meet this shortage it has been calculated that out-
let productlon must belincreased over_the present level by
approximately 20,000 barrels per day to the level of 128,000
barrels per daﬁ. - _gmmmmm“'

| Again our previoub shalysis would indicate that that
much and more alkylation capacity will be available in 1951

e —

but“égain 1t will be easential to movenihé—}eed stocks from

- . gt T . i
the. east and midéontinent area down tc the Gulf coast and

Pacific comst.

It 18 estimated that at that time somewhere between

1,500 and 2,500 tank cars will be essential. Again 50 per-

cent of ‘them are preasﬁre type.
A VOICE: What is that number?
MR. APJOBN: 1500 to 2500 cars.
A VOICE: And the date?
MR, APJOﬁH: Let us say March 1951.
" A VOICE: That doesn't include the adjustment 1ln cars
for rubber? | |

MR. APJOHN: No. There will have to be adJjustment of
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1214 ~ rubber for the synthetic butylene program. I might say that
the Alreraft Fuels Committee and Production Survey Sub-
commlttee are not transportation experts. I did not have a
transportation expert available. Those are estimgtes. You
can see they are estimates by the wide range rrom l,Sogﬁto

| 2,500 cars. 7 |

_ Although the balance of supply and demand for high
octane number fuels has in this analysis been ﬁredicated large -

: ly on 1noreaaing alkylate production capacity, there are of
course other. routea to the same end. Inoreased prodﬁﬁéion of
aromatics has already been recommended to the Induatry. -

The productibn of greater quantities of high quality
catalytic stocks im another. In the majority of cases how-
ever alkylate production would appanr'to‘conutitute less -bver-
all expense with reference to both monetar§ and production
factors. Some agenoy should be available, however, to evalu-
ate 1n a precise manner the alternate routes that cén he
made available to get the military what it wants.

Thank you. |

(Applause. )
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| I would like to have Admiral Biggs comment before you ask the
'; questions. He hﬁa'another l1de to this and his comments may

; answer the queations you would otherwise aak.

; Jacobsen. I can't get out, either. In fact, I seem to be

i in the middle most of the time. : |

é_au much excited about it as some of the other people in the

k2 . . ;
MR, BRUCE K. ﬁROHN! I know you hnve 2 lot of questions.

STATEMENT OF ADNIRAL BIGGS
ADMTIRAL BIGOS: I am in about the same position as Mr.

The situation described is not quite as dramatic, per-

i

chance, as 1t seemed to me, and I will admit that I don't get

? Pentagon were because I aspent twenty-five months in the
| Pacific chewing my nails and wondering when the next tanker

| would arrive durlng World War II.

The situation in Jaben, by aceident, planning or other

i;nuch; was such that when the Korean incident broke, there was
z in excess of 600,000 barrels of 1oo-octani‘sn-011ne in the

" Japanese storage. Aceording to all reiisble estimates that
5."' congidprabiy 1ﬁ excess of what migh%t be expected to atop

_EEa policc action.

The net result was that as soon as this'thing started the

. Pirst of July we made a quick resurvey of our stocks as best
;wt could, our indlcated consumption, and what we would do aboutf]
|1t. I think this Council is very well aware of the situation

|we had on the 25th of July when we got the number one Arm-




o 2

ﬁ what we could aqueexe out of the indultry in the way of ad-'laf

f:ditionnl supplieu.

?_barrcla of 100 octane, and 271,000 of 115. By the lrn-twiit—:}

.BOled to'that for a year or two, 1t is rather rough. That was

43

"; twister's committee together, hcadﬁd'by-mvf Jennings, to iee [%

At that time we had an 1nd1eatcd nhortase of 1, 321;000

b ing route we cut the mot. But in the 1nt¢rim several people 3

. had their mortality possibilities roduced by Beveral years. é

~ On the first of September, 1950, we callod a meetins of
the senilor members of the Munitions Board Petroleum Coumittee é
and to that meeting I invited Mr. Bartlett, who was doing s
bit of a twinting Jab for colonel Drake, and Mr. High stewtrt,

and Mr. ApJohn. in order that 1t might be prelented.

They Baw what we were working with, and ny.commitﬁne'
would then be informed of what the industry was doing.' At
that_time the situation looked bud.and was becoming speedily
'&orle. By the 8th of September, 1950 the terminal stocﬁl - é
that 1s, as of midnight -- we had been getting daily reportulf
for a month -~ on the Sth of Septexmber the terminal stocks 1n{
Japan were zero. All of the drum stocks had been decanted and
thfre was three days' supply on the nir'ntaﬁionl. |

The first cargo arrived at three o'clock that afternaon,

of 130,000 barrels. Unless your nervous system has been ox-

the state of the Union on the 8th of September. o ».

You aay, Hhat the devil has the military been doing abaut
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v 3 . 1t9" On the 14th of August, 1950, representatives of the Navy
f,and Air Porce, Bufeau or'Supplieg and Accounts, Bureau of
i Aeronautics, the Purchasing Agnnt, ‘and Hright Fleld, by in- é
J ‘ ' £ vitation arrived in my office in the Pentagon and they arrived
; at nine o'elock in the qorning. They got out or the place at |
& quarter to two.
Inrthé dourﬁe of human events they had made certain &
: aérebﬁentn to shift stocks, to rob Peter to pay Paul, and to ;
.£ ¢ ome uﬁ with a cure temporarily for spot shortages. 1 was
; nbtrin a2 position to issue any orders or any directives or to ;
; allocate the-aiailable supplies of gasoline. But the hoys
:;djeovered that in order to get the door unlocked they had to
; make these unanimous agreements. That was tha first move. W
| On the rirlt of September, 1950, when we had this meeting
EII mentionod, thero was a8 letter addressed to the Joint Chiefs Z
: of Staff and re-gddre-ﬂed:by them to the Navy and the Alr Fore;,
; Inviting thgir attention to this condition, and pointing out
i that 115/1&5 would not be used except for those types of
f engines which absolutely required it for their operational
J_activitien. Purthermore, that they would use lower grades |
ri‘whorevcr possible. The Jolint Chiefs of Staff also inmediately
.; eatablished an allocatian committee to allocate the available %
g luppliel to the services in order that there might be a definihe
l

division to gee that we didn't have a lot of fat one place and|

the other fellow was atarving to death. . _ i
' | |
i
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The situation has improved a 1ittle in the 100/130. But

they cut the ground out from under me at 8:30 this morning on

the 115/145. I assure you, gentlemen, I don't know what the
.devil is going to happen between now and the 15th of O¢tober

| 1n that”particular grade. We have certaln extraordinary

maneuvers that we expect to do that may tiﬂe us over. It is &

o pot oondition. That dceu not mean that you have all the

-  atoragea full.

!ou gentlemen are well acquaintcd with,the faet that there

upre certain requiroments of the Joint Chierl of Stafrt that re-
quired certain reserve levels or supply; but it just so hap-
penn that if you don't have the utorage nor thn money to buy

::[ _1t, oy ybu don't have the appropriation to buy the gasoline to

put 1nto storase, the chancel are gaod that you won't have the.

, gaaoling. And that was wWhere we ntood.

We had twalv. tankers on the west ooant, we had gradod

our stockl on a balanced stock balis. by & limple meneuver of

.fillins up the rqllow who 1- farthor-away trom you first and

- let the other boy wdrry about: whnre'hé was golng to get hias

operﬁtional stodks. Those tankers onlﬁhe'vuit coﬁnt were in
a position to drive up and very neatly, and with great racility,
exhaunt all of the operational terminnl stocks on the west
coalt.

That, gentlenen, ia approximately the ntary.

(Applau.e)
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MR. BRUCE K. BROWN: I would like to make one other im-

portant report to you, again hoping to get all the facts out,

and not intending to discourage discussion at all. I want to

~talk to you squarely Qn this controversial point that Mr.

Ma jewski talked about.
When our Fuels Committee met tb review these flgures it
debated which comes firat, the chiqken or the egg. Everybody

agreed that steps such as Mr. ApJjohn has outlined have to be

‘taken 1f the need ia going to be met. We couldn't figure'any'

other way to'dq 1t except by regulations and government assist-
ance. ‘

Everybody agrees that if those steps aren't taken that

the effect 1is golng to be to haf.tho octane of motor gaso-

~1llne. Now, the question is, which do you d0? Do you issue

all the instructions and mer the effect and hurt different
people indiscriminately, depending on what the sltuation is,
and then 1ssue a directive to cut the octane or the motor .
gasoline? 1If youLdo 1t that way you know that you would get
every drop of benefit because you don't let the octate .
come down until you have a place to put these components.

The other side of it is that you could isBsue the order;"““““
1f" the secretary cared to, restricting the octane of motor
gesoline. If you didn't do anything else people might simply

stop reforming and no érop of avintion gasoline might ever gety.

R

into the program. That is what the dincuusion 1s about.
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None of the experts -- I don't believe there 18 one, I

knéw there 18 none heretf— we diiagreed among ourselves, but

‘there 18 no expert I know who doesn't 8ay the octane of motor

gascline will have to come down if we do thin.

The question is when do you do it and in which order do

you do 1t? I would like to expose Mr. Holaday, Mr. Apjohn,

Admiral Biggs, Mr. Frame, vice chalrman of the board, and
myself, to any questions that anybody h@n, and_wq will try,
bétwéen us, somehow, to answer them. We won't argue, bgt,we
will try to answer them.

MR.' KECK: Before you get aﬁay, lookling at thqse 1951
figures, how much oil will 1t take? |

MR. BRUCE K. BROWN: You are speaking of erude o01l?
There isn't very much crude oll as you can see,

MR. KECK: I mean the over-all requirementa for civilian
and military.

. MR. BRUGK K. BROWN: Of aviation gasoline?

MR. KECK:5'N0, crude oil. We are importing so much now.
Hdﬁ much do we have to 1nore§se production?

MR. BRUCE K. BROWN: We are only talking about 50,000
to 60,000 barrels a day of total liquid patroleﬁm. While
there iz some loss in refining, abstractly 1t 1s not a practi-
cal figure. You would say that all the crude oil we are talk-
ing about 1= maybe 80,000 to 100,000 barrels_# day. |

MR. MAJEWSKI: I had the beneflt of sitting with these
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experts, being a member of your committee, last week.  They

are perfect on this aviation pletures ~They have 1t anal#zed,

-.in my humble oplnion, as an amateur on these technlical de-

talls, yet it comes down -- and I want _ . to ask you this

.question and 1 want you to carry the ball on this motor

_ - ‘ to
gasoline: we are in a position today to recommend/the in-

‘dustry if 1t were legally possible to do so -- and I wonder

even about that.

We got up to this high octane figure illegally apparently
because we can't reduce the octane unless we get some kind of
gofernment hpproval. So ﬁe must have got theref the infer-
ence, 1llegally bj competitive methods. I don't quite under -
stand that. That is beyond me. |

So we must have a great blg organization to legally
bring down the octain that will permit the maximum production
of these codimers, et cetera. That seems to me that

since these fellows have done thils grand Job, and if only

_%hey were permitted -- 1t 1s restricted -- if this group were

only permitted to hear what was done by them they would
applaude then.

I want to offer a great blg orchid on behalf of this coun-
sel, having had the'opportunity to hear them.. They are sound,
and they are-desperate, to produce even the meager require-
menta for the last six months, and even the humble require-

ments for the 1951 period that I heard.
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rh . I think you ought to head in, Bruce, right into the
question of these octanes. 4 lot of fellows here aie experts
.on this questlon. I remember arguing this with Paul Blazer
during the war in District 2. He showed me how. we could get
these codimers in a hufry 1f the llttle man would help. We
won't —- why don't you just handle that in ﬁ hurry without a
lot of monkey;doodling? |
MR. BRUCE K. BROWN: Excuse me. Just at the point of
your.questibn Mr. Noladay asked one. What was your question?
Excuse me, pleaze.
& - MR. MAJEWSKI: I want to avoid all thise monkey-doodling
and ask you as an expert on this question, and being on my
| side of 1t, to Just lead the discussion, because here in this
room‘are fellows who are qualified to give you the answers to
that, very simply and quickly, who don't fear to tread on
some people's feet.
The octane reduetlon doesn't have to be as drastic as
was in effect during.World War II. It wouldn't hurt anybody
but a half percent of thé automobilea on the street today. So
-why don't ybu, as the moﬂgmgtor, and a favorable one, head
right into this questioh? |
) ~ MR. W. ALTON JORES: Before you answer that, while you
| are about 1t, also glve this hody an idea of what would happen
1f we rationed*gdholine, say 10 percent. Would that hglp you '

out?
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MR. BRUCE K. BROWN: That is part of the argument.
Thi; gets awfully technical. I don't mind sticking my neck
out. This 18 one thing we d1dn't do and Mr. Holaday called
my attention to 1t. ..; |
We tried to present this picture fairly to the rubber

program as well. I understand Mr. Hadlock of the rubber pro-

- grem 1le here. Does he have anything to say at this time?

MR. HALLANAN: Mr. Hadlock, will you come forward,
please? |

Mr. Hadlock 1s of the rubber reserve corporatiop of ther
Reconstruction Finance Corporation. We would be glad to hear
your comﬁents on this. e

STATEMENT OF GERALD B, HAﬁLocx,
RECONSTRUCTIOH FINANCE CORPORATION.

Mr. HADLOCK: The things that I intended more or less tb
cover have been pretty well taken care of in the development
of the figures on the avallability and the requlrements of
th; rubber program. ' We in our own estimates have a require-
ment on our totaling GRS productlon of 19,660 barrels a day
as against the.figures that vere presenfed here of 19,500.

So we are hitting so close that we feel that our requirements
are well cared for in the figures that have been developed.

What I would 1like to point out to you particularly --

and I am sure that iz the same problem of the avlatlon gas

program -- 18 Just what our present sltuation 1s. Since
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Jré July‘6 we have had one directive after another to increase
our GRS production to the point where we are now required to

'prdduce at the rate of 755,000 long tons per year. These
diréctives begsn to flow at us in July. We are now in a
position where we aQe bringing in copolymer plants, the in-
creased capacity that we have reactivated, some of it will
be avallable the first few days in October.

Additional units in the copolymer plants will be availl-
able the first of November. Others wlll be aiailable in
December, and on up until Uahuﬁry.l. If I readthe chart cor-
rectly, and uhdérstbod correctly, the estimate of the require-
ment there was predlcated upon 1951 availaﬁllity and shortage.

We naturally differ a little-bit.on the shortage because
I think the figures here were developed out of the over-all
while we develop our shortage on the basis of what we have our

? | fingers on, what 1s available to us.

Briefly, and in order to give you our story, we have
capaclty for production of GRS and I haﬁe told you we are under
presidential directives to make -- and that is probably no
greater demand on us than it is on military to get theirs, bu€ 
nevertheless that is our Job -- we have capaclity to produce

! in the month of October, 34,500 long tons of GRS.
| We have feed stocks for 31,000 tons. So therefore we
| are short 17Q0 barréis a day of normal butylenéu and 580,006

barrels a day of butylene concentrate in order to get our
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production up and maintain it at the capaclity of our copoly-
mer facilities.

In ¥ovember we have another plant coming Iin from which we
expect to produce and can produce, if we have the feed stocks,

an additional 6,000 tons of GRS per month. That again will

~make us short 2500 barrels ajday of normal hutylenes, and

1,000 barrels a day of butylene cbncenfratenﬁ _
)
In December we still have another plant coming in, all

of which have been reactlivated under this program of getting

our facilities back into operation, and we will need an addi-
tional thousand barrels of normal hutylenes to take care of
that facility. So'thnt?our‘préducpian aéhedﬁlea, as they are
set up throughout the remainder of this year, beginning
with October, we naturally are anxious that some way be found
to make butylenes available to ue so that we can get our
October production up to the capaeity'or the facilitlies.

In Rovember, we are acheduled on the basis of our
productive facilitles, providing we have the feed stocks, for
35,050 long tons per month. And December, 48,700 long tons
per manth. Beyond that, going into the first of next year,

I would anticipate that our program would be resolved in con-
nection with the over-all program.

What I did want to bring to you and im connection with
the request from the Department of the Interiortﬁgt I give

yYou a brlef resume of our situation, I want to point out to
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yo; that our problem 13 immediate, too. It 1s here now, 1t

18 not next month, 1t 1s not the firat-of January, but 1t is
the first of October. As a matter of fact, it ls the 29th
day of September. |

MR. BAKER: Does that program involve reactivation of
any-alqohol plants?

MR. HADLOCK: I have not 1lncluded reactivation of alco-
ﬁol plants in there. We are directing that butadiene into
copolymer plants which are ﬁeing reactivated to utilize that
butyiene for additional productilon.

Our directives as they have come to us have been in the
order of sequence where 1t first said "Make so much additional
rubber.” Naﬁely, on July 6 we got & letter "reagtivate
facilities for the production of 70,000 edditional long tons
of GRS, and approximately 10,000 long tons of butyl."

We started in on that by openlng the Houston bufylene
plant and the Natchez cop§1ymer plant. The next one sald
"Open all copolymer and the requisites plants to utilize the
butylene from those facilities." |

Our next'qtep was in the alcohol butadiene‘and the last
step for more alcohol butadiene. | |

MR. HALLANAN: Are there any questions, gentlemen, of
Mr. Hadlock? |

(No response.)

MR. HALLANAN: Thank you veryrmuch.
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MR. BRUCE K. BROWN: I would like to stop, because I
have taken most of this meeting, and I know what will happen
in the last ten minutea“-- |

MR. MAJEWSKI: What will happen?

| MR. BRUCE K. BROWN: To be very definite, in almost
every case this seems to be true: if you issued a restriction

oh octane numbersa, and did nothing else, you would be rely-

Ging_onﬁthe hopesty“and patriotism of the rérinera if you in-

tended to get any more aviation gasoline an.h result,

In other words, a man who is cracking heavily and reF
forming, gettihg a lot of butyleneapinmhin gagoline in order
to meet competitive ooﬁane numbers, could'simpiyﬁdﬁit re-

rofming, at at an economic advantage to himself. Unless he

_could sell those butylenes instedd of making them and make

“some money, that is all he might do.

It is a terriricaliy &omplioated problem, differént in -~
each refinery and one on whioh our éxpertn don't agree. You
want me to stick my neck out. I will say that Mr. Stewart, after
his discussion, asked me what I thought he ought tc do. After
all, this i1s not for us, this 1s for government. I ﬁold‘him

that on balance -- which i1s Ralph Davies favorite expression

~-- restriction of octane numbers couldn't possibly hurt the

aviation gasoline situation.
I am not talking about competition but Just this avia-

tion gasoline. Restriction of octane numbers oouldn't'
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poseibly hurt it. I relt confident it would help it a 1little

aﬁd depénding on the attitude of-th; industry 1t might help

it quite a lot. That iq.really all you can say except to go
through technical diaéuﬁnion after technlcal diicusaion, and
every refinery ls different and there 1s an anawer tc every

argument.

But on balance, 1f you didn't have to make such high
octane motor gasoline, I think you might produce some buty-
lenes or codimer or something, and I think yﬁu would., That
1s why I thought the Secretary of the Interior might stick
his neck out and issue an order. Whether he will I don't
know. _

MR. W. ALTON JONES: Would the reafrictions or the
reduction of thesg octane numbers to any reasonably low
rigure; solve the 27,000 barrels & day shortage that you are
facing?

Mr. BRUCE K. BROWN: Not at a;l.

MR. W. ALTON JONES: . What percentqge would you say --
be genersus now -- how far would you go in solving 1t?

Would you solve two-thirds of 1t?

i MR. BRUCE K. BROWN: I have to turn arcund and ask you,
Mr. Jones, what would you do? Would you male some more buty-
lenese avallable voluntarily to Mr. Sadlock? I don't kmow.

MR. W. ALTON JONES: I don't know, either, Bruce. What

could we do? Let’a&be--pecific. ¥hat coﬁld we do? Let's
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assume that I would do everything I could, within reason. How
far could you go 1n solving the problem? |

MR. BRUCE K, BROWN: Would you mind if I reféffed that to
the vice chairman who probébly knows? |

' MR. W. ALTON JqﬁﬁS: I would rather you didn't because

he works for me, |

MR. FRAME: You have heard of a division of opinion on
the experts on this question. I am on the other side or'thiafVF 
problem from Bruce Brown. I agree of course that an inerease;'

in aviation gasoline produotlon is going to have an effect -

LS
g

have the effect, ultimately -- of reducing the quality of
clvilian gasoline. However, 1t seems to me that a step takeﬁ
now to reduce the quality of civilian gasoline unless 1t were
rolloyed immedlately with some governmental agéncieu which
would be in a position to utilize the stocks that might be
made avallable would be productive of very little, 1f any,
additional avliation gasoline. |

Mr. Brown asked Mr. Jones what would be the effect on his
company if such a step were taken. I can answer that ques-
tion. In our case, such a atep would not make any additional
aviation gasoline components available and that would be true
in many, many cases. I do think, myself, that & proper step
1s to provide a meohanisﬁ for the transfer of ocomponents --
alkylation components -- between refineriea. Once that step .

1s taken then I think the question of the quality of motor
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gasoline will almost automatically solve itself. But I think
first things should come first.
MR, W. ALTON JONES: While you are on your feet ‘will you

anawer this question, wlithout gétting into a discusslon among

_ the experts?: I notlce that you and Bruce Brown are pretty

far apart, like a couple of Slamese twins, usually. What
would you think Bruce Brown thinks would be the net result of
k]

Just a reduction 1n octane numbers alone? I couldn't get hinm

to estimate 1t.

(Laughter. ) _

‘MR. BRUCE K. BROWN: That is falr ehough. I will ansver
afterwards. |

. MR. W, ALTON JONES: I want to be perfectly falr about
this. I feel that we have to get at the meat of this thing
‘and not do something that won't solve the problem. If
Barney's point is right that we néed to resolute to reduce
octane numbers, let's do 1t. I don't think that 1s the
answer. I want to be sure that nobody else thinks 8o, ir it
isn't true. |

MR. FRAME: In the air fuels committee which 1s com-
posed, as Mr. Brown sald, of some 12 or 14 men who are mostly
vice presidents in ch;rge of manufacturing of thelr varlous
organizations, 1in that organizhtion thia guestion was brought
up and there was a directly_complete,split between the various

people there.
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In other wérda, some of those members felt that such a
step 1f taken would very qulekly add additional aviation gaso-~
line in some amount. Some of the rest“of us thought it
would have very little effect. The figﬁres that have been
mentioned are of this order: some of us feel that such a step
would perhaps not add over a thouaand barrels a_daykgf avi-
atiop gasoline immedlately to the production; some of the
perhaps more optimisgic ones, perhaps 1lncluding Mr. Brown,
would say 1t might go to the order of flve or six tﬁousand
barrels a day. |

MR. W. ALTON JONES: That is the top figure?

MR. FRAME: It becomes a matter of opinion, of course,
because you are dealing with Imponderables that are not
capabie of being added up.

MR. MAJEWSKI: Let me put my finger on the other important
point which everybody seems to be afrald of. We can avold
all of this regimentation it seems to me if we deal wilth
tﬁo things: if we reduce the cctane number and then produce
the component parts that are required for this'by paylng for
them. | |

In this oil industry, and a free competltive system,
you get technlcal ngppphan for cempmlin usages because the
buyer is wllling tolggyiwhat the product ls worth, so if you
take the cream out 6f a barrel of crude oll and.call it

codimer and a little person can produce 1%, pay him for 1it.
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That 18 what the services ocught to be dolng today in-
stead.df argulng about forming an crganization. All you are
talking about 18 to run these refineries which these small
fellows have, and paying_fﬁemrghat the product 1s worth, not
an lnordinate profit, as somebody was walling because he was
running for off'lce,in my state, the other day, after they.
falled to pass the excess: profits tax.:

I say to you that you don't need any of this. If the

i military who want 100 octane gasoline will pay for the co-

dimerl, and pay for the transportation of bringing them to
the plants, where they can finish them, these inggpdients and
component parts into aviatipn gasoline. That 18 how simbple
nt 1s. :

The reduction of the octane value of cilvilian gasoline

'éo levélsgyherelit won't hurt more than one-half percent of all

the cars in the United States, and then pay for this very 1ittle

" blt of a product that is necessary but expenaive to make. You'

can avoliad ouilding planta, you can avold subsidizing thie

industry, and you can Bolve this problem for B0 and '51. That

18 how simple it is. .

I don't want to get into any legal or technical dis-
cussions, but if the military will do its part and if the
Interior Départment will do iﬁs part by bayingjthe price on

the one hand for the ingredients that are necessary and re-

 ducing the octane level of gasoline to where it won't hurt
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anybody to speak of, you wouldn't have to be down here to-
day. That 1s how simple it 1s. I would like to have some-
one defy tﬁat one. |

MR. WILSON: Mr. Chairmag, I agree wlith Al Frame's
statement that 1f you lower octane and don't folloﬁ 1t immedi-
ately by a method of asslgning and redlirecting these com-
ponents in an intelligent manner to involve minimum trans-
portation, that it will do 1ittle good. But 1t seems to me
that the questlon is clearly that we should do both. In other
words, we should reduce octane to éreate the background
favorable to us, and then we should immedlately set up what-
ever 18 necessary even if we do 1t on auibhh basls before the
regular organlzatlon can be set up.

The difficulty with Barney's stunt of saying "pay for

1t," 18 that the military after all are custodlans of our

Ed

funﬁﬁ; yours and mine. If they run wild and pay everybody
what they ask, you will have a tremendous waste of money and
more than that, a waste of transportation.

Another thing{ this must be worked out by a commlttee
of technical men who know, or a group of technleal men who
know the things, who can compare the costs of dlfferent
methods of operation, and can say what 1s the proper step to
take which wili\get the most gasoline at the minimum cost
in the octane reduction. |

I think there should be a reduction in e¢ilvlilian octane
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JE16 number. That willmke scmé avallable 1mmediately and will
create a background so that peoplg who realize they have a
11ttle surplus of octanes will belauch reidier to fiﬁ into

y one of these plans.
MR. HALLANAN: WM™pr. Blazer?
© MR. BLAZER: Dr. Wilson, I think, has given us ‘the answer
to ﬁhe problem. It is not a question of reducing cctanes
! - _;for thile program. I agree with Al Frame that Just reducing
octane levels wouldn't produce the aviatioﬁ gasoline; I
| agree with.him that this program is necessary, but I don't
uthink this program can be Implemented and cartied out effectlive -
1y unless the octane lévals are reduced 1In addition.
There aré a'great many small refiners in the United
States who st1ll have only thermal cracking. They produce
butylenes, they ﬁanufacture pely gasoline, and none of thosze
refiners whe have only thermal gasoline can produce a product
today that meets even the minimum specifications of ethyl
gasoline or premium gasoline without using polymer.
If you take theilr pelymer away from them urnder this pro -
gram you will have a political pressure that will upset your

whole program. I think there is only one way to do it, and

} that 1s to put this program into effect and immediately there-
after reduce octane levels because 1% certeinly 1s inadequate
to take away from a small refdner those fractions which permit

;  him to raise his octanes maybe from 8% up to 83 on ‘- not over

. 10 or 15 percent of his production, and at the same time be per-
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mitting wajor oll companies %o sell 91 and 92 octane.
' It will be a great deal easier to get the little fellow

to give’up his small amount of polymar-whieh is not large in
the aggregate, but which is exceedingly important to him. -
There will bde morgfor those small refiners hurt. And they have
marQ significance politically than the mnjof o1l companiles that

have the eatalyfic cracking and that ean_sﬁt along under

- eithep program,

Thus I suggest a comblnatlon of the two, I agree with

“oo Al Frame pn'hin conclusiong, I agree with Barney Majewski -

that'you have to lovgi,then. But I think you need both:of 

thl;l!l i

un W. ALTON JONES: It neems to me that aftar an heur ,\'
of diaeuluion here we will all ngree on one thing, that this
question of curing the shortage of aviation ges 1s not Jult 8.
aiﬁﬁlb bﬁe.- Ht Juat can't ring on the telephone aad solve 1t.
I don't belleve 1t 1s going to be rcnolved by a ceuncil of a
hundred members, elther; because most of us are not qualified
to declde on what thc things are that need to be danez‘ I
think that Paul Blazer has enunclated what I beliave is. the
solution. that we have got to leave this. queution ultinnttly to
two thingn; firut, e group of experts who can dceidp;on all
these things, and finally reconcile their vieui - e@@y usual -
1y do if they are given enough time --

'mivnxéss I can't_heariyoua-

MR. W. ALTON JONES: We have to leave this question first
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: to a board=or'¢xpebtn to resolve thd-thingg that need to be

done . In my saeech of a moment ago of cuttins o¢tane numbar:
down, or reducing oetanu numbers and not aolving the prnblem |
that was only to highlight the fact that this is not the exact ,

solution to a 27. -barrel shortage. This is only one of the;

'thingu that has to be done. Piret we have to impress theme

o experts to get together on the 1mportant thingu thnt have to

¥3 bggdgnggingjhgggrder 1n whioh they ahould be done and secondly,

ﬁ'thil CQuncil ousht to undertake to aet up a form of organiza-

tion or urge the letting up of a kind of organization in the
Department or Interior, whether another P.A. w., or whatever it
might be, whioh can Quickly bring about these things.

I think that 1; all this Council can do. As to how fap

~the ootane number should be cut, whether we should, and how

fast we should go to the 4.6 doqtoriﬁg of commercial aviation

‘gag -~ Bnd believe me, there is going to be some resistance to .

that. I sm sure many of you have already received eamplaintu

| *'from avdation campanieu.

I hive a long telegram fvon Eddie—kiakenbncker complaining

| 1nbout this proposal to put 4 6 ¢c.0.8 of lead 1n his aviation

gasm He gald 1t will do tno things -~ or eourae 1t willl be

uneconomiocal, he oan't afford it, and aeaondly, 1t will be un-

safe. It threatens the safety of his passengers. Eddie may

be a little bit onpnatie on that. I guess the militury has

been using 4 6 for quite a whilo, haven't they, Admiral? I
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;dan't think they attribute meny of their erashns to tnat,_

On the ecancmic ‘side. I can't argue at all. He hal sﬂmn*‘
“thing that he has to race, that added naintenlnce will anmi
| along in uuing 4.6, What I am getting at is that all thnnc

?ivoluntdry activities that we sarry on in peacetime, &1l this

- is.bad.

” ' We produoéd'GO0,000 barrels of aviation gasoline at the

! ond of the last war. "Where hai 1t all gone", someone might

'z;say, like they are now saying ?ﬂhnre 18 the Xorean Army?" We

: had 100,000 people the day before yesterday, and now we can't
. find them. Where are the 600,000 blrrilj? There are sixty-
 peven answers to 1t. .

The cntal%tie Tacilities that-woro used to step up the

' high octane gas sre being used for other purposes. If you wan

ié;o cut down the runs on some of these catalytic ernokbéu'wu

1;uould help solve the problem, That is another uolution-' But

['1t seems to me that our problem here today 15 to do tw things.

_Find a way if we can to help the Secretary of the Imterior to

J i

‘what they are entitled to be peid, in order to produce thcu.

1y dovetall in time of emergency- when we have a nituation that

modﬁs oporandi of our private enterprise system doesn't oxact~;

i
x

[

i
[

i
4
' |
l
o

‘
J
\

L
set up the machinery by which these component parts of nviatieﬂ.

ganoline can be moved fron place to place, and the men paid foﬁ

lf

| hut Just to renolute on one oOr two of the probleul and, ae hdue;_i

will get us nowhere at all.
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© $llow their ruloa.

. Barney's comsents to get the military to pay for it. That is

' They go to juil the same as we do, and so forth, if they don't

- good enough and will atart using ethyl gasoline instead of

. regular,
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MR, HALLANAN: Mp. Brazell?

HRa-BRAZEELs T would like to make a few comments. Take |

something we all know about. But it 1sn't quite that simple.

of the codimer that is made, in little plants scattered over

I
As far as the small refiners are concerned, they meke most
|
|
- | -
the country. If we start out reducing octane numbers right ‘
i

. now, suppose we cut it back a little bit. The public will get!

‘the 1dea that the gasoline you are putting out 1s not quite ;

|
[
i

j

So your ethyl gasoline roduirements go way up. The littl*

. man who gave up his codimer can't make ethyl. So he is in a

| |

' bad fix. The other folks do. He is Just hurt. So when you |
- |

{

atart reducing the octane number you have to recognlze that yop

| are golng to have to limit the lead content of gasoline, other+

- wlse the lead content would go up quite high. You are going t#

i have to 1limit the percentage of ethyl gasoline thet can be madé:

; baaed on some previous records.or something like that. Ir you;

- were to reduce octane and let the little man keep his codimer |

and other things so that it would stay even, that wouldn't eves

>

solve the problem either because the codimer comes fram the

little fellow.
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Speaking of these 1ittle people -~ I happen to be one of
E them nnd knew them fairly well «- I don't think that they wou1¢
gzlike to get 1n bad with the 1nduitry, and depend on the gpnor-'
h osity of the major cowpanies, and pnrtieulnr of thnmuulvel, b'*.
cause they kmow what would happen. Th;y kind of like to have %
! the blonuins of the J.P. before that happens, o that if tnere‘
. aye any results they can be nalled by nane '
It seems to me that you heve got to havo'a place for the
. ;;.iitﬁi; fellows to sell thiir‘codimer and.set a'reasonnblc'prie;
.;?fOrita Thay‘uili have to go to mome agency to work that out.

§éEnch fellaw will have & difrcrcnt price, every one of them,

- They csn figure 1t pretty good, snd the rellaw they are going to

‘355011 it to can figure pretty good. 80 you have to.havo samebody_
_stand up and say "This is how much you can get”, and "This 1s
f:hdw much you have to pay." -Iﬁ'wiillwofk out fine.

End |
Tape 5 = MR. HALLANAN] Nr. Baker?
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Monick MR, BAKER: I was Just geing to meke a polint on
Tape © procedure. This has been a very interesting and 1l1-
jap=l luainating presentation. The problams are pretty well
) lald out here before us. It 1i‘¢bviau§ that they are net
simple of solution.
We have a committee appointed to come in with a
recommandaticn as. to what the Council should do, I was
| Just going to suégasi.thnt maybe we have reached a point
whare we oould rtl# on that committee te lead us out of
the wilderness and make m suggestion for itg‘uolgtion,
and maybe pass on to other sub jests.
MR, MAJEWSKI: Naybe I am confused, but maybe you
} fellows haven't been reading, have you? This has all been
dene for you, as I understand it, I nee én the agenda |
that the Seeretary 1s going to talk, I was hers last
wealt and I didn't understand that thin was geing to be done,
but I understood that this was going to be done.

So I askk the fellow where we are. If this is geing to
be done, that has been anncunced, and it has precedence
‘because it is the latest press rclcane,lover the other one,
and in my shop if I release a.prasa release at 5 ofeloek
it supersedes the one at 3 o'clock, I don't know about the
Government. , |

I am confused,.3nd 1f I am confused then I want to

help this Korean situation. I don't want this to fall in our

,,,,,
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Japa2 i | lap.
o - Bob, I think it was unfortunate for you to say
_that the industry can't be trusted about the price 1t
i_”is;gpihg to aak1for ite product. Frankly, I think 1t can
-  5é trusted. A lot of little fellows made codimer and

‘ Q;Wdidn't charge an exonbitant price. Anﬂ I knaw3a lot ofi

little men who, if they know of the noose whieh has been
| p;anned for them in thls p;ess release, will make the
“icodimer for nothing. Th&t-is.haw seriaus th;slﬁrasl re-
f fﬂ l¢ane 18 to me. | | | |
I want to find eut where We are headed."if We are
headed in the right direction, then I don't wént to make
any ﬁoﬁe speeches, If ws are not, then I will never quit
talkings I will filibuster. ‘_ o
'_MB. WILSON: I ohJeot very atrﬁngly having words put
in my mouth3' I didn't say the 1nduatry couldn't be trusted
© and aidn't imply that. But soméboﬁﬁ has to figure out
where 1s the most eoonomical plﬁce t6 uaké it, from what
refinéry 1t should ﬁe taken and to.what refiﬁery it should
be sent. | |
You ecan't Jﬁat tei; the miliﬁary to golout and pay
for things. | R
(At this point Seoretary Chapman entered the
room., (Applause 3

T MR. HALLANAN: &cntlunan of the Counell, I think the
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entrance of the Secretary of the Interior at thls particular
momént was very timely. I congratulato_you on coming in |
at the praper time, Mr. Secretary. |

I think 1t would be interesting to you, Mr. Seerctary,

to kncw that in apite of this very ahort notice we have

_the 1argest attenq(nce of this Council in its entire

\)l a\,l i
history. Thirﬁy4u x;yembers have answered to the roll

_call, and a gb@ét many of thnae who were unable to come

_because of the short notice have sent representativeu

to this mceting. |

Four yaara ago this 00uncil was creat:d and appointed
‘by the Secretary of the Intnrior for the explicit purpose
of advising and counaeling with the Governnent We are

hare today, Mr. Secretary, for that purpose, to meet with

_you 1n this time of national energency._

I am certain that there nust come to every ‘mewmber of

this group In this critical hour, as 1t comas to me, &

sensa of proroundrpride.that_the petroleum induatry led

thé'way in an erfort ta.break down ény barriers of mis-
un@eratandihg between the Goverrment and private industry,
aﬂd”ﬁe_have glven of ouf_efforta both iﬁ#ividually and
calléctively to cooperﬁtian with Goﬁernment;on a2 high level
of 1ndustrial achieVGment. | |

Since we last mat here, the(é%ﬂggenc$1Production Act

" has besn passed by Congress.. Under that Act the supervision

-
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Jap-4 ~ of the petroleum industry 1e vested in the Department of
the Interior. I am sure that I express the sentiment of
| | thls Counell when Ilnay to you,'Mr, Secretary, that we
I J ‘are glad that that 4s where it is. We think that is the
proper place for 1t to be, and we sre here to
naqperutg'with you eamplotely_and to meet any demands
| thnﬁ,nny te made upon us.
You were here during the last war, and during the
_d&yn of P.A.W. 1 think it ts appropriate'ét'this fime to
recall that during those stirring days bf therretroleum
Adminiptration for War.the ausuranée wvas fortheoming at all
times from the.Petrnlaum Admihiatéator end from the
_bgputy that when the smergency was over, the oil industry
would go back home, free, and no longef would there be
any effort to maintain any semblance of regiﬁanﬁatiom or
control. | |
That promise was kept. I think-thatrwe can ask for
no less than that in this emargency. We are here to cooperate
with all of.our an@rgy and with all of the patriotism
that this graét industry possesBes.

But we do want, when the emergency is over, to have

the assurance that this industry will maintain i1ts funda-
mental freedom. ' '
I think that one of the reasons -- and I would be

leqs than candid 1f I falled te refer to it -~- one of the
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-reagons that there 1s a large attendance of this group

. ;1s:not only because of the rnéesnitian-er the greant emer-

 {,5rgcnﬁy, but bgcnulé there has been considerable anxiety

“"_hné conserm about rumors, reports, and releases which

have given some uncertainty ms to just what was ahead of

| We think that the bast way for the patroleun industry

‘to do the Jdb that 1ies hcrnrn us 1is alnng the sa-u 1ines

of organization as we had.during World War II. We think

nething auccatdn 11ka hucaena. That experience of coopera-

tion with the Governnent in Horld War IT hﬂn been written

'daun in th@ annnla of our historv as one of the autstanding

sueeessel of all ‘bilﬂ

Larger'reaponlibilities aru ahead af ua. The omer-

gency of this hnur 1s not in any respaat cnmparablq with

~ what we had in World War II, but we imow nnt what it may

ba tamarruw¢

We are glad to have you cnmu to us at thizs hour, Mr.
Secretary. we hope that thﬂ whele aituation c¢an be
clarified and that there can be a reassurance that this

cooperative effort will go along in a way that everybody

~can bs happy and everybody can feel that the bent effort

1s being put forth,

I present ﬁo you at this time the Seeretary of the
Interior, the Honorable Ossar Chapman.

(Applsuse.) | L
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STATEMENT OF SECRETARY OSCAR L. CHAPMAN
SECRETARY CHAPMAN: If I had not been working with

Bo many of you oil people all through the past 17 yeaps

~ T would probably feel like the little boy who went to

school. Teacher was drawing a lob of biblical pletures
on the board, She finally drew one of Danlel 1n the Lion's

Den, She sald, "What reaction do you get from that," to

| the class. No one spoke up. Finally she sald, "Johmny,

|

{

what do you get?" He sald, "Tt looks like that last lien

- over here in the corner isn't going to get much of a bilte

out of this guy."

- If T hadn't worked with you all these years I might

fesl like that, but I den't this morning. I den't at all,

I feel like we undevrstand each other. T feel like we know
what we want to do, and I feel 1lke we know hew to do 1t

together,

— e

I see B111 Boyd here this morning. You don't miss

many good maetings 1ikg thiﬁ.
| T sae Max Ball is bﬁck. How did you getfbaek Bo
qgi¢k1y? .I heard you were in Eurepe festerdaw.

And Warw;ok Downing., I see him sitting here. If
you want to fight, start talking about independence of the
o1l operators and he will work on you.

I feel Just like coming before a group of men that

I have worked with before in a differsnt capacity from what



Jap-T7

“ing Boyd.

73

I am at the present time. But I feel that we understand

" gach other.

— I have prepare& this morning, very carefully, four
pages that I am golng to read to you., Ané 1t has been done
not that I couldn't pay it to you exiemporanecusly, bub
it 1s done so that there can be no mistake about what I
haye to say, and you will have the vecord e¢lsar. 'Then when
I am finished anybody In thiag room . can ask me anything that
e wants, |

I don't know anything about the oil business except
whalt I pleked up in ths fast 17 years, I domn't know ali
about i%t, but wnat I don't know the resﬁ ol you know.
What you don't know about 1%, you know that the othar
i'ellow dpes Know.

We have askad you here ap advisers to help us run
thin program. There ars pzople sliting in this room whp
waopra invited Just for this.maetingb You have Leen invitad,
I want you to know, as guests of this Councill and myselrl
50 that in the future you may Lz of helip %0 us in advlsing
ug on cervaln problems that may come bafora us. [or that

purpose let wme raad the statsment through. When I am

. o~ /'J
finlshed T will Le open for guesbtions {rom anybudy{;inclug?
- /"'

—_

Gsntlemen of the Council: One week ago togday, we

received from the Military Petroleum Advisory Board a2
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raport on the aviation fuals supply situation, which caused
us serious concern here.

: This report, complled by scme of the bast'exparta'in

' 1ﬁaustry, indicates a temporary shortage of these fuels
' and contains recommendations of certain corrective steps

“to be taken,

'_This has causad me to aak‘Mra thianan fer this
ﬂnotinslafthe'Counaii for twﬁ major purposes: Fieat, I
thought 1t woeuld be well for this Council to hear and
appralse that report and,_saeand! it 1s my desire to have
a recommendation of the Cauneil_upan the kind and charaecter
of organization that will be required here to mest this
and any other unforaese2ablia short supply situatlon.

I want to assure you that I am aware of the powerful

produetion force of the o1l and gas industry, so well

demonstrated in World War II, as well as in the postwar
era of accelerated demand.

It 18 my emrnast bellef that the most essential
ingredient that has put the enormous power in the industrial
production machine oflthiu country has besn the frée play’
of competition,

It 18 elear to me that any agrressor nation today is
afreld of ouwr military power primarily because they respect
and fear the imdustrial produetiom power of this Natien.

Knowing as I do the inherent advantages of ecempetitive
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ehterpriae to our general welfare, T want all members of

this Council to know that it shall be my purpose, as

Petroleum Administrator under the Defense Production Act,

to ac use the powers entrusted to me, as far as is humanly
possibla, to leave[;;’;ha end of thié emergency the same
competitive relationshipz. among the unilss of the oil and
gas Industry as exlst today.

{Applause,)

I an fully confident that the M1 and gas industry
ean, with reaaonable governmental assistance, moet fully
1ts responsibility of peitrolesum products aupply for national
Jafense ln any emergency that mizht arlae,

I expeet to banefit by the experienge of the last war,
and therefore 4o propose the closest possible cooperation

between Government end lIndustry as the bast means of meet-

ing any supply program, however largz, that may be called

Tor.

I recognlze that industry musi do the aoctual Job of
supply. Ours here will be appointed to give to industry
the nocessary governmental assletance, to vemove any foad
blocks, 80 to speak., But we shall emplicoy the minimum of
regulation by directive.

It 48 my earnest hope that as much as possible of this
Job be dene by industry purely upon s voluntary basis.

That will ba up (o you. (Applause) It will he up to you
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to determine how far ydu.can g0,

T am greatly pleaced that Mr. Parten has agreed to
éerve ag my-consultant and chlef adviser upon tﬁe creatlion
and establishment of the necessary organizétion to handle

the required Petroleum ffministration. Is that clear?

.“(Applausal ;

Now, if you don't like the press release that went .

out yesterday afternoon you should have had him here two

weeks azo., Don't blame it on me.

I want you to know that smo far he and I have agréﬁﬁ,
preliminary to the establlshment of any organization, upoen
twe tﬁingé:

.‘First, we have agreed %o seek the aﬁvice of thls
Council upoﬁ the kind of organizatlon that 13 requlred
in.Governmént that moat efflclently and effactively will
produce the governmental asslstance needed by iﬁduatry
to meet the taska.ahead.

Second, we have agrsed that any orgaﬁization_sstahfﬂ‘
11shed éhou}d.be set up on vertical lines aw{fapplause.j
Y am going to make some ouslifying statement o;ffhét”iﬁ
a minute. Gontinuﬁng)'fﬁ on vertical lines, asg far as
011 and gas‘AQéméoncefﬁéd, and that such administration
should be headed by a deputyzadministrgtor-whp will report
difectly to me as Administraﬁonﬁ’ {Applaunae.)

.

Naturally, I will give to my-ﬁé}ﬁif of the Petrolieum
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Adminiatration the fullest possible cooperation and support

- .;n;his necespary and extensive dealings with other

v ' governmental agenciles.

There I am 3ning,to interpelate. We have agresd --

" and T am supe that You would agreas - that you wouldn't
""unﬂertaka to assume the responsibilities that the Prosident

"haa handed to me, of five najor responsible industry.

greups, to handle the problem of aliaeatidna, without a

S ptale aroud me. You weuldn't equcb me to de it. So

I e’::pgcth' to sppoint a staff to me, & lawyer of my own,
Mr. Parten will have a lawyer of his own, or Mr, Stewart,
whdchave# one I decide will be thﬁ-Adniniatﬁatur when I
gat through here.

7 You will uaﬁt"jeur own economists, you will want your

' owh requiremsnts man, which you will have. But you

~eartalnly would not deny ﬁp the bight and the eppertunity

to have a staff of my own te help coordinate the whole

'program the hest T could of theae other four ma jor preb—

lenl that I have to deal with. -
Am T right or wrong?
VOICE: Right.
SECRETARY CHAPMAN: Now we go on.

You, of 1&dustky; will be looked to by ue here to

' give assistanes 1in the procurement of the necessary ataff

ur_experieﬁﬁea pqraonna1 thit:w1lI be required. These
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staff men can only coma to Government from industry because‘
of the specialized %ralning and experisnce reguired,

So with that, gentlemen, I leave wilth you these vefy
important questlions and shall awailt wlth lnberest the
respense of this Counell., T shzll be zlad te hear any
comment and to an.';:wér any guestlicons whilch you mey care to
aelr of me at this time on any question that you think

T have any lmowledge about.

e e et

{Applause.)

Are there any aquastions?

MR, HALLANAN: Gentlemen, this 1= the $ime., The
Seeretary s anxious to annver any dquestlons dealing with
thia organizatlion. Mr. Majewskl?

MR, MAJEWSKT: My questilon 15 also a little bit of
a gtatement. T had wrltten somefhing ount. I hadnft
intehded to be here bacause T waf here lant week.

You said something about two weske amo. Tast Friday
T wderstood we were headed In one dirgction, as & member
of the M 1itary Petrolewm Advisory Bosrd, and I underetood
that from Major Barton and my gfood friehd'ﬂoward.Marshall,
how we were headed. And I thousht we were headed in a
nretty mood direction.

Then T picked up from the "newstes" in Chicago
vasterday thisg press reléase of yours, numbered 82806,

which waes released éimultaneously with the ome on the
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MaJor in which you were going to corwult him on a
 National 011 and Gas Agency.

 SECRETARY CHAPMAN: That 4s right. |
KR, HA,IEWSKI 1 You mude & very fine statemént, bz_xt_s{:
y‘bzii "'ati:ll laaw‘ me a 11%143 aaurunad. )
SEGREI'ARY cmrwm Gn w!mt uuue?

m. HA.TEHSKI: On thu um that yau can hlve &ll tlm \

;‘advisara you 1123. Iz you come ou.t , ir you satiafy e

am a let of 11t151¢ me lilm e - you den't knew me --

SECRETARY GHAPHAH. 1 knw s lat more abeut you than

yw'tﬁmk I do. And if vau call wwulﬁ' s 1ittle nlm, ’

" god help me!

MR, MAJEHSKI: T am six fast tall.
| SEORETARY CHAPMAK: I knew your bustness.
o lﬁﬁ. MAJEWSKI Hha.t 1 uant ta aah you, 1n addition

. ﬁa 'mmt ycu sald thnru. whinh vas 3 very rmmmt state-
_--n«nt, do I mdmutand by that atat-mnt that you will
amﬁg an omnisation stch 28 was nemnm by the

:mam-y Petmlem Advimw Bum and mm did this Job

that you aekrmledgm was 8o nll done m thl last war?
Then I don't care how sany ndvisw: wu hmre becnuse
you are entitled to that.
SECRETARY CHAPMAN: Let me answer that by making a
11ttle spesch, too; In the first place, I think the
Petrolem Administratm? for War 4id the best Job of any

|

|
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indﬁnfry group 1nfthe-eountry. I think the record bears
that out. And I think they &id.

B But new you-have cone hgre,,the Bame man hag Leen
asked, the same office has besn asked to assume the same

responeibilities, to some degree at least, under this new

- Dafense Production Act,

The responsibility 1s handling petrolewn again. But
in addition to that he has been asked to handle minerals,

polid fuels, snd power. I don't intend for anybody, eor

any part ef an erganization, to be between the Deputy

f Administrator for Petrolewm and myself., Iz that sleanr?

{Applause. )
MR, MAJEWSKI: That 1s clear to me.
SECRETARY CHAPMAN: I don't tutend 1t for anybody. .
The Deputy Administrator will work with me direst. I
have no fear of the Deputy Administrator coordinating
what 1s necessary to be coordinated, such as thesking

his budget with my budget officer or anybody else. Any.

man with common sense is going to do that ah§how@ 1

wouldn't even have to put that in the relmaze, It éhouldn't
have Deen in the ralease. It vauldn't have neaded to
h&va been,

Another thing that you are cengerned about, perhaps,
that is in that releass -~génd‘I'will bring it up -- it is

a question of what T call Minerals and Snergy Adwinistration.
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If the Petroleum Administration doesn't want to be ineluded
in that group 1t is all - right with me.
o MR, MAJEWSKI: It 1s good with me,

' SECRETARY CHAPMAN: You have one thing at stake

fofigndII have another.  You have your investment at atake in
. 'this ol industry; I haven't. But I have my reputatien

a8 an administrator at stake in govermment service. And

I doen't want to see it shot dewn the river any more than

';-you-da your investment.
t .-u_ 77~Ybu'Ve got your investment at stakg-1n th1s business,
F” 7.and4$ou'want to get 1t out. You have a right to get it
 ~eut. I made a statement to this Couneilwberére, and I
_reiterate 1t this morning. I have gotten just a 1ittle
':bit'tired of people talking about oil people with an edious
"1nenark wlth obvieus intent to smear people just because
'thhy were 1n the'oil business. I have had too much of

- that. I have heard too much of it,

I don't eondemn every banker becauqe we zent one to

the penitentiary for stealing money. We did send some to

the penitentiary. You don't condemn them all for that.

I don't'condemn all the o1l people because some one of you
may have improper practices that you may be carrying on.

I think you are Just as ethical and Just as honest
1h_your practices, in your progfam, as is any other business.

.. I deal with you and I ¢ome before you perfectly open
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‘%11l tell you why.
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‘handed. I stand by that release with the corrections
-made after 1 talked to Partenm, whe uhmxld have been here
"tn‘-iee-ks ago, and we discussed this release. T have

te get something out. I still"nay have the Mimerals

-'Amantration and Fuels Administration before I get
.:...".:.thro.“h, I don't imow what I will have when T get

i‘:"-f_--} tm-oa | |

I may not even bave my head left when I get tbmush-
= lfBut I will Btart with amething of that kind If the
.Pet'mlem Adninistration Wantrs ty ‘separate 1‘““ and

-...:'l."d‘_"'eanw vant to coordinate it all with this olier, and

dx.esni{; cwen want to be irieiuded in that title I will

" "thge you out of 1t. Is that all right?

{Applause.’,

" MR, MAJEWSKI: I ikmew 1f you had wri ... iyqg presen

rmeleage that you would have sald eXact™ iy wnat vou said

o new. But you didn't write it, appare mtly.

| SECRETARY CHAPMAN: I read eVel w word of that. It

Ang I
Because nobodY phag advised me anything

S ~different. Nobody had devised anY teghniques or any other
‘machlnery as to how to coordinate & 53 pun these five
>

. instead of four, new areas.

 You are tied up with Fish 'ip this, by the way. You

may net see 1t, but you are. N one had advised me how .te
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organization that eould efficiently and effec-

vy o ut My responsibilities. So with my staff 

but.mw own. I worked it out,

1 wan:t to pull out from that section of this

ion't wa?nt the title to 3inciude the Petroleum

on, all r ight, you won't be in.

\JEWSKY: Y¢w are fine so far. #ay I say one

] ' '

'ARY  CHAPMAN: Yes.

JE  KI: You are fine as far as you have gégg,

e a vended even what you safd there, so I zm
that. You have clarified it, let me say.
S.ay o ne thing more: Our aims are identlezl,

'ARY CHA, PMAN: I agree. I think our aims are
Cur objectives, u. he security of our country,

t.nane.’Whether you:ar‘*é working in Govermment

in your oll intewests, 7 think they arve all

JEWSKI: i ar

Lsree with you. Seed ndly, you must

5. T was mtea‘becauae

one of those poor unfortun
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of my grandchildren, aged 10, knows that Papa was at
Madison, indicted by the Government. Don't reel sgqueamish
about what we are afraid of . We have been fried and
quartered, you see,

SECRETARY CHAPMAN: That was what T meant & moment
égo when T saild I was getting a littlé tired of people
trying to smear o1l pecple by Just referring to them as
being in the o1l business, and by Just that faet alone

intimating maybe something is wrong,)that per se théfe'“

. i;hrt anything wrong. H)

Ve are a;kiﬁé'jou to produ#e and we are going to
ask you to develop and produce more oil than you have
been. o e e e

/ |
””_MH-MR;“Mﬁaﬁwsggjj'I saw an artlele one of the fellows
in our town was writing. There is 2 laugh in this. If you
tie us up with the risheriles, you probably havé in mind,
says thls man, getting from the whales in the Pacific
the o1l necessary to fuel these planes. That was the
reason for establishing one eclalm.

This 1z the way the artiecle reads. It is a laugh,
but it is merlous, serious to me, if true, because if the
man clalming cans for putting up salmon, or the metal for
those, 3s golng to lose the war, let's esat the salmon

uncanned. But you might need that metal, ag I understand

it, having klds in the war, to¢ win,

R,
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}?I would like 4o have you say one thing more.

SECRETARY CEAPMAN: All pight,

MR, MAJEWSKI: When 1% comes to claiming things rfar
the oil indusiry, claim for every one of your fiveldivi-
sions, or four, claim hard fop all of them, 1 will help
you claim in ry c¢mall way in Illinois.

SECRETARY CHAPMAN: Let me make s statement on that,
I don't want to cet into a8 position whereby the Intericr
Department has made an allocatlion {o the Interiop Depart: -
nent, and then I have to referee the amount of Hteel for
the claiming agents for all of these groups. I anm
going to put the heai on Commerce, nob Intericr:

MR. MAJEWEKI: Alght, T think you are settlng smar:

”aé heli;

(Léughter and appleuse,)
- SECRETARY CHAPMAN: I know my colleague, Secretapy \
Sawyer, wouldn't appreciate thay atatement.
MR . MAJFWUKI', I say that from the heavt.

SFCRETARY LHAPMﬁN. I knew you do, I want the full

. force and effect of thig industry to be fel: at the ripght

place ih Govermment. When we need sieel or pipe or
whatever you need, T want it Telt. I don't want it mixed
up with me canning some whale or anything else. 1 want
the fishing Industry to be brotected and I am'going Lo use
all the powers at my command to protect it, I intend to

do 1t.
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I think you have clarified for me, Ghrough your ques-
tlons, exactly what I intend doing.

MR. MAJEMSKI: And you have for nost of us here.

SECRETARY CHAPMAN: I hope I have cleared ﬁhia thing
up. Are there any further qugétians?

MR, HALLANAN: Mr. Jacobsen?

Mﬁ. JACOBSEN: Am I right in understanding that you
will nét only accept but you will welcone suzgestions from
this Council as tu the kind of organizetion that nhould
he set up for the purpose of nostv adequately enabling the
0ll Zndusiry to supply the oil products for the war?

SECRETARY CHAPMAN: Not only do I invite your sugges-
tions as an orgauization, I am golng to invite some of
you men in to do it. T have to have the men from the
industry,.too.

MR; JACOBSEN: What worrled a lot of us is that we
were tdid‘by Mr. Hallansn and others at %his meeting today
that you would come before us ahd you would invite cur
suggestions ln respect of the kind of crganization to be
#el up, and we therefore naturally sssumed that no steps
would be taken in advance that would preclude your following
our advlce if you thought 1t good.

SECRETARY CHAPMAN: May I say to you that there have
been no steps talken whatscever that will preclude the

advice from this Council on anyjsubjects that this Couneil
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may want to being to my attentlon that I want to accept
te ecarry lt into effect.

HH. JACOBSEN: Thank you, sir.

SECRETARY CHAPMAN: We understand each other. This
is an advisory Council, I have a lepal fesponsibility
placed on me. With those two, we understand each ogher
thoroughly., |

MR. JACOBSEN: That is right,

SECRETARY CHAPMAN: What I-want you to do is to keep

. Mr. Parten here.

MR. JACOBSEN: That 1o easier said than done. We

- tried that.

SECRETARY CHAPMAN: Insteed'of working on Commerce
for a while, work on him.

¥R, PYLES: Mr. Secrétary, I am going to work immed-
lately on you. I think you made the statement as Petroleum
Administrator, wherever there are road blocks you will
use ydur.good offices to remove those road bloeks. I think
you also made the staiement that you afe geing to ask
thls industry to prbdﬁce more oil and to do more thinga. T
am golng to'firsﬁ talk about & specific part of the United
States, and then I ém poing to make a reﬁuest oi you.

SECRETARY CHAPMAN: All right,

MR. PYLES: Pirst I would like for you to know that

I am preaident of the San Jdaquin V@lley 0il Producers
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Assoclation, an independent organization in the Snn
Jeagquln Valley Asscciation of California, and quite a
large cepment of cur producing indusiry. In additlon te
that I am chalrman of the Adminisitrative Comnlttee of
the Conservalion Committee of Californis 011 Producers,
which represenss U5 percent of 4he production of crude oil
in California.

I may also advise you that in California we do not
have a conservatlon law, and for many years in the past,
on a voluntary basis, the Conservation Commlttee of Culi-
Tornia 011 Producers have done, and yowr records during
the war will show that they did, a Jjob equal, 1f not

superior, tuv any olther district In the Unitec Statesz under

that system that has been developed.

Today we find all of the producers in the 3tate of
California under Indictment by the United States Government
in violation of the Sherman Anti-trust Lsw. I think
in additlon to that there are seven other companies in
Califcrnia that have also been indlcted. We have a staff
of forty people Who; since this indictment, have done
nothing but endeavor to complle the answers to guestionp

that the Depariment of Justice has asked ihie Committee.

- There are 72 guestiions 1in number, and if you answer one,

that requlres the answering of 10 or 20 nore.

We can dohswmé geod 1n this emergency. Ve are willling
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te do pood in this emergency.. But By God, we can't help
out in this thing 1f, on one hand, you are asking us for
help, and on the other hand oup Government haz us 1lndicted
80 that we sre scared to walk on the same side of the
Street. |

While I am in Washlngton, I would 1like %a askkyau'
in your capacity as the Secretary of the Interibr, who
has been charged with this responsalbllity, if you,Would
not -- and I would be happy to stay here as long as you
would ask me Lo -- take this maltier up with the prouver
parties, which I understand is the Attorney General of
the Unlted States, that so long as we are iIn war with the
rest of the world, that you call off the doge and vwhen
bedae comes, 1f we want to fight amcng ourselves, let's
fight when we are at beace, not when ve are at war with
the rest of the world.

I would like to ask you, and I ﬁuuld be happy to
stay here and go with you, to see 1f I can't take back
to the Producers of Californis, sume word from you to the
Attorney General that we are not the "s.b.s" thot they
tried tc make cut of us. We are géod, true; honest
American citizens. I would 1ike to make that request.

SECRETARY CHAPMAN: Iet me answer the first half of
your speech. 1 don't blame you for making it. I have

heard that same speech forty times, and 1% ought to be
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made. I know how you feel.

That is a questlion that has fo be handled by the
Attorney Ceneral and not the Interlcr Department. If you
think that I am polng to wrlte a letter to the Lttorney
General and ssk for blanke:t exemption for the oil industry,
of the anti-trust 1aw; no, I am not. But if you, o3 a
Councill, will get toéether and set up an aren, and set up
a specific problem which you have been asked to solve, and
say that "We want to kmow first, before we do this, are
we goling to be indicted,” I will preseni: thai Lo the
Attorney General with all the force I have. I will do
eVerythiné that I can. T will do everything ito see that
nothlng that I ask you to do as Secretary of Lhe Interior,
or adwinlstrator of this program, will be the basis for any
Indictment or action apainst you ag a company or individual.

But you have got to pet together amonp yourselves
and determine, first, £he real questions that we want to
ask the Attorney General, If yeou are asking me tc presens
to thé Attorney General a request for blanket exemptiocn
for the oll lndustry from the antl-trust Act, then I
am not golng to do 1%, In the first place, it is out of

my province, it 1s not my businesz. The enforcement of Ghe

“Antl-trust Law is in the Justice Department, not herve.

We have nc part ln the indictment of the companles of

Callfornia. None whatsocever,
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of the Madlson case, He knows all about it. He worked
with it. He can tell you the other side of it. You
fellows know, I don't have to teil you, you know it your-
self. You Jnow all about it. You worked cn both sides
of this thing.

Now, I will do what I can to help take a specific
request. Bill Boyd knows what I am talking sbout when
I may thisvl He worked on this. I will take s specifilc
request covering a speciflc question to the Attorney
General to pet exemption, uc see that you are not held
respensible under the Anti-truct Law for that particular
thing that you are asked to do.. Thaﬁ I wili do.

MR. PYLES: Just briefly, and speaking agaln of the
Conservation Committee, 1t 1s ithe entire end of the
produeln;; oil industry. The demands on Californ;a have
been quite slzeable, The demands in our erea are s£till
guite large. A:n the Petroleum ﬁdﬁinistratcr, you ave going
to ask that things be done that we are not in a position
to do, because through the Conservation Commlttee Ghe
producers of 9% percent of all the oll in California are
now under 1ndictﬁent. |

SECRETARY CHAPMAN: Not 2 single o0il man or company
was Indlcted because of anything they 4id hecause of 3
request by the Interior Department under the War Productlien

Act.



9z
m~8 MR, PQLES: That 1s ' not what I am ssking.

SECRETARY CHAPMAN: That is directly to the polnt.
Hot a single individual in this room or out of this roon
was indicted because of anything they did at the request
of the Interlor Depariment, or Harold Ickes. Not a maﬁ.
Am i right, Howard Marshall?

MR. MARSHALL: That is correct.

SECRETARY CHAPMAN: These are the boys who did 1t.
They work with you. Your own men werked with you. Notb
a man was indicted¢ But tﬁey did not go to the Attorney
Genefal and get a blsnkef exempilon from the Anil-trust
Law, either.' And I am not polng to. But I willl go, and
I will o with all the force in my soul, to see that
ﬁhen Wwe ask you to do something you are nct persecuted for
it,

ﬁﬁ. PfLES: i am asking ycu now to go back in behalf
of the Pfoducers 6f Callfornla on an indieiment now fov
which .we don't think %there is any justification.

- SECRETARY CHAPMAN: I will not touch 1t. Anything that
gees to the Atiorney General has to come from the Councii.
It will cone from the Council as an advisory requestt {rom
the Council. There ilg no use lkidding each other. I won't
kld you and you won't kid me. I won't mislead you by saying
I will do something. ‘There are certaln things I won't do.

And certalnly I will dv all in my power to help you. I
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thinit thése men worked with me long enough to know Lhat
I Willlkeep my word on that.

When you come wp through the Adviesory Councll of this
orpanizatlon, and present to me in the proper forn whgt
you want me to ask the Attorney General, I will‘seﬁxif it
is something that I think it is proper for me-ﬁﬁwdo as
Secretary of the Interlor, and whether T can do 1t or not
in the firct place. I want your advice. |

- MR. CHARLES JONES: I would like to speak on the same
Qquestion, if I ma&.‘ I think whét Mr. Pyles in asking 1s
not that you shall do anything in connection with the'
California lisigation which 1is not an Indictment in s
clvil sult, 1t 1s Lo esk the Attorney General to defer
for the moment the queaticn of answering the litigatieon
until such time as thia war emergency is behind us.

I will give you a concrete reason. ~ Perhaps the Council
will jéin.

SECRETARY CHAPEAN: Glve that wreasom to thiz Couneil
and let 1% come up as a recommendation from the whole
Councll, not as a recommendation from a member éf the
Council, but from the whole Gounell.,

MR. CHARLES JONES: I would like you to hear me,

SECRETARY CHAPMAN: Very well. I will hear you.

MR. CHARLES JONES: I also want Admiral Biggs to hear

it. In my little shop, the company I work for, at thé
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MR, BOYD: I am not looking for eny Job. All I have
%o plve ia advice, dnd that is free. I héve ¥nown you for
a long time. You and I have been frienda. You have made
the kind of a statement thig ﬁarning that I would have
expected you to make., You are not 2 GQod-dammed Comnunist,
either,

SECRETARY CHAPMAN: Thank you , sir.

{Applause.)

MR. BOYD: You nevee wWere and you never will be.

SECRETARY CHAPMAN: 'Thank you, sir,

MR, BCYD: If you aré, yocu are not the Oscar Chapnian I
Itnow and have known for se long,.

SECRETARY CBAPMAN: Thank you.

M= . BOYD:V You know how the-thing vperated before. You
know 1t wag cuccessful. You lmow it was a fine paﬁtnerﬂhip;
You know that we were jealous of the prestipe and reputa-
tion of the Petroleum Administrator. You know perfectly
well that this group of oil men withous ny help can work out
the same sort of setup thot will protect the interests of
everybody concerned and will do the good Job we did before,
and all of us can a8till be patricte and £0 away and thank
God that we did serve cur country. Whenever you want to
tallk to me;, you can do lt. It wen't coat you anything.

Dut don't aslk me to do any work.

(Applause)
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: .that. All you fellows know B1ll Boyd, one of the hﬁrdeSt
working men I think I have ever met in my l1life. He can
get more done in five minutes than I can 1n & month. He
15 a hard-working man. In the first place, he knows what
he 1s talling about, thet is why he can get it done 50
G&éily.
 He has been generous with me in the past and let
me taik with him, and I have talked with him. I want to
}‘ feel free to visit with you gentliemen and talk to you
any time that I can., I do want you to come to me now as
& Council advisory group. HMr. Parten is my chlef con- |
VI-Suitant-on this program. He, talking w1th you, will work ?
out the kind of an organization that you think will best . L
serve the purpose of the present law that we have to
administer.
MR, BOYD: That 15 all &nyhody can ask for.
SECRETARY CHAPMAN: That is all I am asking. . I
don't retract anmything in that press release. It 15 still
there, until you give me something better.

MR. A, JOEESaf‘Hay I make an observation before Mr.
Chapman 1eaves? First, I think your statement, Mr. Sec"etary
_rhas heen mcst satlisfying and very forthright, I feel ‘
that in the gquestion .of brying to help determine the

machinery by which this industry should function, we want

T )
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to emphasize this ﬁoint: these men here gathered perhaps
think they know how to beat aet wp tbe machinery. to get
vhe best resulv. It isn't & question of belng fussy, it

lsn't a question of being mized up with 2 fish or John

Lewls? department or anybody else. Ue think, and I think

from whut yon said you think ond Mz Jjor Parten feels, that

A vertical veganization cityailon can be worked out here to

ake core of yhis,
- I believe chat 1s the best. It wight nod £1it other
indugbeies. This is Lhe most commeblitive industfy that 1
kaow anytiiing

&oabout, snd I heve bad things bte do with

several., These men are so indlividualigstle thub they

almost ¥nock themselves ont every morning belfore breakfast.

They nea bongh, Shey are mean. ond there have been times
when I didﬁ'b @hink any vl then weore %o b relied upon.
(fausliter) |

CAller Tive years of stvuggiing wivh them during the
war . L find thas they ase the best 1os of ‘Saaqb.'s“l
the I knﬁw anyehing aboeud. T think you will tind that
whon thio chopter of history lo written het vou will get
the same 1:nc ol cooperation that the "Ula Curmudgeon” gof
and you‘will get the came kind of recultc thal the "014
Cuemudgeen” got. 1 think von efe o he ongvn*ulafed in
baving uetlen Engur_?&rtsn. I worked with hin for five

long years in the Potroleuvm fdpinlstrot .,.Lon. Part of the
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| time he tms Divector of Wransportaition. He 1s the best
| _

| '

| I kmow anybhing aboud. He 1 towsh, tuvo. He iz alsco

- a competitoer.

SEORTTARY (DAPHAN: You ave telling me. I know,

i, £, JOWTS: I think: he will handle this crowd and

o eeyr Shon oo gelbing off the track, We hed 2 law ;
Ik I
sult apalact &l) the peirolieun ladusbry, including california;
| o

=

ip, the last ure. I dva't believe anybody in this Councll
L ]

ever coked the "luruudzson’ o bave 1o dismlssed. It 19 ]
._.. i

stlll Chewo.  The Califoenla companies won't ietwit be i

displgased. They cay 1t will loterlerve wivh the derlense.

ﬂ We. Chaclen Juues bodught up che pﬂinﬁ that there |
% may be sumething 1n 16, thay the prepeatation of thie

lmuit mipghu dnveelese wlth vowe of Lhelr upeTatibns. It

{ 50, that can be browht Lerore Che Councii.  You can be

| .

- edviced of tho pelav., I e sure even Lhe Depuriment of

P Jueitee duena’t want Lo incesdere wilih uhe war effort.

COIf iu e o foek and true that M. Jones and Ee. Pyles

s,

G 31l the vert ave co busy auswering the Department of

S Juevicee Bhat aﬁey can’'t produce 100-govane, L o sure we can
tell yeu o &nd get cut ol it some way. | E

i &ECREﬁﬁﬂﬁ‘aﬁﬁPMAN; Yiank you, I am sure thisg is a

_gaﬁd polnt for me to iﬁtra&uc@ Wajor Parten. He knows

everyboedy la the Induscry. You alieady kaow him. I will f

i oask Major Parten Lo baie ovor and let we leave. You work




- e 99
wa-15 | on him & while.

{Applause)
SECRETARY CEAPMANG And dom't forget Hugh Stewart.

“He didn't come up from the wilds, either. e lmows some-

thing sbout the oil busimess himeelf.

B Stcami, Wr. Parten comes &z & :umbor of this Councll.
| | | ;Re was & mmnber of. thu couneil, md iz stlll a member. ;
. l."It toek an awful lot of pressure to make him come in to sivu Fa
. Bome tim as a cmulttnt, I will tell you that, I will
g0 inte that later with you. Right now I want to turn him
..'-:Qﬂr to you, |

erd 7 | e (Applnusn)
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Jrl MR. PARTEN:V Gentlemen, anything that I.can say here

f1s mm

will be only an antliclimax to what the secretary said. I

think he made 1t clear that 1t 1s his intention to call upon
L T the oll and gas industry of thls natlon to do a Job. He iIn
E his w15d6m recognizes that the oll and gas 1lndustry, and only
L the oil and gas induatry, can do that Job.
| I havé sald to the secretary on a few occaslons that I
| have been privileged fo talk with hilm about the problem of
organization to meet this emergency, that there were two or
three things that he could definitely count upon 1in dealing
with oll men. There are a lot of things that T don't know
about the oil industry, but there are & few things that I
know well about oil men, and I have said that to the secre-
tary. I think he fully appreclates 1%.

I have sald the same thing to Jeff Davidson here, the
asslstant secretary, who has had the over-all responsibllity
for the oll and gas division in the Interior Department. Ib
the first place, 1f you can convince the oll and gas peopié
of this nation that you have an semergency problem to do, yoﬁ :
first sell them on the 1dea that you have got a Job to do,
and then you set forth your wlllingness to do what 18 necessary
governmentalwlise in order to enable them to do that Job. ‘

Th;re will be no looking back and there will be ;o re -
grets. On the other hand, I recognize that 1if any administra-

tor in government on oll and gés should attempt to drilve the
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01l industry 20 feet, he wouldn't get to first base. I am

pleésed to tell you that I think that Secretary Chapman fully
appreclates that.

There 18 another thing thaﬁ I have sald many times. 1In
addition to the Ymow-how and in addition to the willlngness
to rise to the. challenge of necessity in case of emergency
there 18 a great deal of industrial statesmanship in the oll
and gas business And there 18 a great deal of that indus-

trial statesmenshlp within the walls of this room.

Sl Gentlemen; there 13 no doubtin my mind that we have a

serious Job to do I want to be utterly frank with you I
came down here about two weeks ago at the request of the |
secretary to talk about this problem At that time I said
"My, Secretary, you don't need 2 new organization to handle
thia_p;oblgm. I think 1t oan be done within the framework
of the present oll and gas division wlth a few specialists

here snd a few specialists there."

And I told several of my
friends that in the o1l industry later, asking thelr advice as
to whether or not I was vight_or wrong.

‘| I thought the proﬂem.coﬁid be handled that way. But when

I got a look at that oll and gas plcture, when Bruce Brown's

Military Petroleum Advisory Board presented 1t the other day

. and-I heard Admiral Bigges talk and heard authoritatively

the things that you heard thiﬁ morﬁing and saw the possilble

confusion that would confront us before we got off on a solu-
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probably we d1d need a separate agency setup to do this Job

similar to that that we had in the last war.

' jj But'notwithdtanding; 1t was my advice to the secretary

hat "The first thing you should do 1s to call the council,

 [your Advisory Council, and the National Petroleum Advisory
!Councll, to ﬁashingtonj let them hear the story, let them sur-

/ vey the gravity of the situatlon, let them appraise this siltu-

ation, and then put upon the backs of'ﬁhat councll the:
responslbllity of glving us some adviece on the kind and
character bf an orgénizétion that should be set up."

Y I am very pleased that the secretary has taken that
¢ourse. It 1s mylope that out of this meeting today is going
to come two things: that we are golng to have a posltive and
concrete recommendation on the charécter and kind of an |
organization we should set up here, No. 1; and No. 2, that
we are going‘to have some poaitiye asslstance from thié
council in the drafting of a capable deputy administrator to
do this Job.

!\ I am here as adviser. I am going to do the best I

possibly can, but I want the oll and gas men in this room to

make up thelr mlinds that before they leave Washlington they

are golng to come up wlth a conerete suggestion on who that

. deputy adminlatrator is going to he, and after that of course

the personnel problem will go on to several other levels.
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Jru L That deputy has got to be chosen. I hope that this
councll, ¥r. Chalrman, or 1f you see fit %o delegete the re-
spensibility to the committee on personnel that that committee
take the job serilously and get somethlng done about 1% be-
fore you 1eave\heré today, 5ecause this organization, what-
ever you say it should be, in the final analysis should be
set up and=sgt up Now.

Thank you.

v ‘ (Applaqse.)

MR. HALLANAN: Major Parten, I want to take this oppor-

[ tunlty to say to you that I bespeak the unanlmous seﬁtiment
of thie councll in expressing to you our individualland
personal gratitude for what you have done in coming here and
answering the c¢all of Ssccretary Chaﬁm&n as 2 member of this
council, to cooperate with him in setting up the kind of an
organization that we all feel is so‘essential 1f we are‘
to put forth the hest efforts of the industry in this national
eEMErgency.

J| With you, we can rally around. I am c;rtain that we can
meet the situation and that we can agree on a program of
recommendations as to the kind of an organization and under
yaur leadership we can also go out and get the men from the
industry to staff the administration.

/)

I don't know whether you have had the opportunity to

read 1t, but I think 1t 1s appropriate that I should read to
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you what Major Parten sald in accepting the reaponalbilliscy

as a consultant, and I quote 1t: "I am fully confident of

the ability of the oll and ga; industry to meet the tasks
ahead, whatever they mayrbe! Naturélly, I am pleased that
Secretery Chapman has already requéated a meeting of the
Natiénal Petroleum Couﬁcil. Thiﬁ I regard as the first logleal
step to determine the kind of an industry government team
which should be created to meet any emergency which we might
face. It ig obvious that the selectlon of a well-qualilfied
deputy administrator for oll and gae will be the first step

in setting up any organization which éould be recommended by
the National Petroleum Council.”

That is your platform, Major, and we endorse 1t heartily. f
Gentlemen, I now want to introduce to you the assistant o

secretary of the Interior, Mr. Jeff Davidson, who 18 in

charge of the oll and gas division ag the ranking asslstant

gecretary. Hr. Dﬁﬁidson.
(Applause.)
STATEMENT OF C. GIRARD DAVIDSON,
ASSISTANT SECRETARY OF THE INTERIOR.
MR. DAVIDSON: Mfl Chalrman, gentlemen: Anything I
would say now would be‘a definite antlclimax. There are
two peints I want to make, however. One 1s that we in the
Department -- Secretary Chapman and all the rest‘of us -- of

course have complete confidence in Major Parten.
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and higher, to get him here. I hope yqu_g;i will see to it
that he stays around. I know he hal_the'qonridence or_#he in-
dustry. He can do g_pggritic Job. |

T s theznsa;-tanFS§cretary for Hinéral Resources, hﬁfing

: reapdﬁsibil@ty-ﬁof'ﬁhg Bufeau of Mines and Geological Survey

and thgigil_apdlqga‘bivlsion,,Iﬁwant to pledge to Major Parten

anq.to=you,_all of. the pervices and the cooperation of a2ll the

normal ageneieqiof:tpiqlqepartment. You are familiar with
' the Bureau of-Spgtigyigs,.handled-ip:thquunoau of Mines, and
the ‘synthetic fp;l program, and the ﬁofk which the Geological
_ f‘ Survey dqes1n1ts'pipe?a1l_re§ea£ch, in 1t§ fuels and re-
search branch gﬁq the o1l and gas divigipp{ Those services
; arq_completély ava;iable to you. .l | _ |
ﬁb”af o . We.will gtnt:,iwé will get_ready_tp de the kind of Job
which you want from'the other agenciqﬁ of the Interior De-
E ©  partment, to assist you in the kind of brgpnizntién which you
% _.set up. to carrj foryarq the Job whilch ybuhavé got in your
hands . |
Thank you,
L~f~f“f'(App1aune.)_

MR. HALLANAN: I should lke to announce two additional

members of the committee to review the plan of organization
under the chairmlnship'of Mr. Jemnings. I desire tosppoint

Mr. Reese Taylor and Mr. Harry Hilts as two addltional members
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of that committee.

Gentlemen, 1f there 18 no objection and in order to
glve opportunity for the committee to go into 1tz delibera-
tions, I would suggest a feceas at this time until 2:30.

(Whereupon, at 1:00 p.m., the conference recessed until

2330 p.m.)

x
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AFTERNOON SESSION

(The conference resumed at 2:45 p.m., upon the expira -~

of the noon recess.)

" MR, HALLANAN- The Council will please come to order.

I desire to recognize Mr. Spencer who will present an

interimreport ef the 00mmittee on Petroleum Transportation.

last;

tion

was glven three specific asmsignments by the Council.

4

STATEMENT OF P. C. SPENCER,
PETROLEUH TRANSPORTATION COMMITTEE,
MR. SPENCER: Mr. Chairman,and members of the Council:

Thie 18 an interim report made from some notes I made

‘evening with reepect to the progress ef the Transporta-

Committee appointed during the month of August. When

- the Traneportation COmmittee was appointed August 2, 1950, it

TN

First, to aecertein and bring up to date the facts re-

garding all transportation facilities, including tankers --

ocean and lake -- barges, tank eafe, over ~the -road transport

trueks and plpelines.

Second, to report on the adequacy of such facllities,

to meet the nation's needs.

And third, to make such recommendations -- not involving

industry plans, programs or alioeatione -~ aB may appear

appropriate in assuring the future adequacy of such faclli-

tles .

In e'previoue transportation study the committee appointed
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~ Pive committéea of transport Spe¢ialists'for transport'trucka

barges, tank cars, tankers and pipelinea respeotively, under

the chairmanship or outetandihg transportation experts in
the several fielda. Taking advantage of this fact I called n'~
meeting of the rormér nhainman and ﬁonked out.witn themn &
tentatlve plan of organization and procedures and made appoint-

ments of uubcommittees for the several methods of transporta-

tion mentioned abhove, and also for a sixth auboommittee,

' natural gas plpeline transportation, 8ince 1t was the con-

senuun‘that pipeline transportation could be dealt with more

‘satisfactorily by tresting petroleum and natural gas pipelines

: *separately.

_Ihe:ehairnnn'of the six subcommittees are: Barge and

lake tankénn;*ﬂhrry.A Gilbert; Rail Tank Gars Fred B, Dahl;

i \

Tankars, James P Pattornon, Truoks, Lee R. 001es, Natural

"Gas ?1pe Line, J* French Robinson; Petroleum Pipe Lines, W.

R. Finney

As the Tranaportation Committee had not been furniahed

with specifications or a yardatick ror the purpoae of measur-

1ng the nation'n needs -- and I quote the nationts needs" --
particularly thone‘or an-gmergqncy character, it was agreed
thet the first instance the subcommittees would undertake only

the first asaignment, namely,_that of preparing an inventory of

existing facilities.

As chairman I agreed to attempt 2 dlﬁririaation of the
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Jrio second and third assignments in relatlion to the adequacy of

transportation facilities to meet the nation's needs, to ex-
pedite the fact-finding work. |

To avold duplicatian it was also agreed that.wherever
practicable we would use pertinent factual data heretofore
assembled by industry speclalists or government agencles.
In oprder that the Councll may be fully 1nformed with respect
to the aubbequent,reéision of the Transportation Committee's
1mmed1ateﬁt;ak, I think 1t advisable for me to read my letter
of September 6, 1950, to Chairman Hallanan, pointing up the
situatioﬁ confronting our committee and also a letter 1n re-
sponse addréaséd to me by Secretary Chapman under date of
) September 12, 1950. These letters I believe speak for them-

selves. | |
The letter which I addressed to Chalrman Hallanan as

- Chairman of the Transportétion Committee reads as follows:
T“;:' n. "The Council's directlon to the current Transporta-
tion Committee sets forth three assignments:

"l. To ascertain and bring up to date the facts

.regafding 2ll tfanuportation facllitles, in-
including tankers (ocean and lake), barges,
 tank cars, over-the-road tfansport trucks and

pipﬂihes;

"2. To report on the adequacy of Buch facllities

e

} : to meet the'nqtion'a needs; and
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"3, To make such recommendations (not involving

industry plans, programs or allocations) as
may appear appropriate in assuring the future
adequacy of such facllitles.

"As you know, I héve appointed six subcommittees
representing the various forms of transpdrt&tion involved,
The members of these subcommlittees are now actlvely en-
gaged in assembling the necessary iﬁformation and data as
to existing facilitles with which to respond to Item 'l
of ouf assignments, wich 1s quite clear. ‘

"There 1s conalderable uncertalnty and confusion,
however, as to what the functions of our committee and
subcommittees are ilntended to be with respect to Iteﬁa 2
and 3. Obviously we ecan not report on the adequacy of
existing petroleum transportation faclllties ‘to meet
the nation's needs' and make recommenq?tigna fo assure
the future adequacy of such facllitles Qithéﬁt the use of
some kind of a yardstick as to what our future needs are
likely to be. Our conclusions in thils respect must be
based upon some estimates or assumptlons as to the quan-

tity and location of materilals to be moved, as well as

_the destinatlon to which they should be moved and the

time of moving.
"In order to avold duplications of effort and to

expedite completion of its work, the Transportatlon
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jrle2  Committee undertook through appropriate channela to ob-

tain such relevant factual data as had heretofore been
gathered by induatry tranaportation experts for govern-
mental agencies, particularly the National Security Re-
sources Board. As we understand it the National Security
Resources Board has ;greed tomakg,availahle 6prta1n data
in respect of tankers and pipelines but subject to re-
etrictions &8s to public distribution and diﬁoloaura. We
also understand that NSRB contemplates that the NPC
Transportation Conmlttee studiea willl deal with peace
time operatlions and not plans for National Defense. If
our commlttee's studles are to deal only wlth peace time
'.+' operationa and not plans for National Derenﬁe then it is
| obvious that the committee's assignments aﬁould be re-
def'ined.
"The suggestion has been made from within our
commlittee thatin lieu of any specific information as tp
‘extraordinary requirements the Transportation Committee
should make certain assumptions as to poesible emergency

needs and then set out to what extent existing facili-

tiles are adequate to méet such needs and make recommenda-

tions accordingly.

We are qﬁite;répared‘to make appropriate estimates
ag to future peace-time needs, but for reasons which you

can fully understand I belileve it would be quite unwise for
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the committee to meke 1ts own estimates or assumptions
as to future‘war or defensze needs. |

"It seems to me that we urgently need clarification
of the committee's zssignments. If we are to determine
the adequacy of petroleum transportation faollities 'to
meet the nation's needs' we should have an appropriate
definition of these needs., This clarification should
come from governmental scurces at a level where we can be
assured that whatever we are calleﬁ upon to do 1s properly
integrated in the dver-all Program. ﬁu matters now

stand it would appear that the only thing we may safely

prbcégd tbrdﬁ 15 -to make a current physical intentory

of exlsting transportetion faeilities.:'That work 1is

under way. _

"I belleve this is a subject matter of sufficlent
urgency to warrant your presenting the slituation, as

head of the National Petroleum Council, tothE'Sécrétary

of the Interior for his consideration. If I can be help-

ful in the maiter, pleané call on wme,"

Subsequent to delivering that letter to Cha irman
Hallanan, Chairman Hallanan end Howard Marshall and I dis-
cussed the subJedt with Hr. Stewart. Director of the 011 and
Gae Division, and a;ao With the Secretary of the Interior.

Our discussions had not proceeded very far when it becamé ob-

vious that the Director of the 0il and Gas Division and the
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Secretary himself were laboring under some limitations as to

what they could say aboﬁt future needse.

Hence, for the time being, the Secretary wrote this

letter to me as Chalrman of the Transportation CGNhittoe, and

1t does modify the 1mn§dintc progrem of the Transportation

Committee:
s"”ﬁDnar Mr, Spnnocr:.

“Mr. H. A. Stewart, Direator of the Oil and Oas
Division, advises me that he and Mr. Carroll D. Pentress
disoussed with you, Mr. Hallanan, Mr. Dyer and Mr.
Marshall, prodblems in connection with the reﬁﬁ*t which |
“your oonmitt;eris preparing on the oll transportation
facilitie: in accordance wlth my request of July 21, 1950,
to Mr. Hallanan. | 7

"I econcur that, for the time being, the Council can
meet the needs orlthe-Doplrtﬁnnt of the Intcriar by pre-
raring a detalled report on the exlasting petroleum trans-
portation facilities, and known projected inoreases in
transportation fneilitien.

"It would be most helpful 1f your committee would
include appropriete comments on probable transportstion
bottlenecks along with recommendations on appropriate
means of eliminating thenm.

"I realise that in view of the present uncertainties

your committee can not at thia time go beyond cbtaining
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‘Jr15 ' f the essential basic data es to exlsting and planned
| ( facilities.” | T ‘*j
o The six uubaommittcea have been motlvely at work for
_ggvara1éwtlkl. We have received initlal reports from the
4£§‘ tﬁnk qn;n:£nd truck subcommittess. We have assurance that the
reports of tank car and the barge subcommlttees nill’hq ready
by .October' 2, 1950.

It will teke them until about November 1, 1950, however,
for thc petrolnum pipelines and natural gas pipelines sub-
'committaes to complete the very thorough studies they have und-r
way on existing pipelines as well am pipelines of the both
types how on the planning bdoard. 7 |

Ve ihqll complete qur present fact-finding asslgnment as
rapldly as possible and we shall be prepared to go forward
with parts 2 and 3 of the original assignments Jjust as soon
gs we have received_the necessary specifications and instruc-
tions upon which to base our conclusions and recommendations.

May I interjJect there, with rtapogﬁ to the Secretary's
request for our comments on any apparent bottlenecks, 1 re-
quested our subcommittee chalrmen to give me any information
on that uﬁbJeot that they might have. From the ¥nowledge
that our subcommittee chairmen have with respect to future

. heeds, emergency needs, there does not appear to be any

apparént bottleneck or shortage in our transportation faclli-

tieg at the moment with the possible exception of tnnk'énrn.
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aeaﬁ in mindrmone of these subgommlttee chalrmen have the.
1nforMat1bnztar Instance wlth reapact to aviation gasoline
and ita aomﬁonentn as described to you this morning. That
changes the picture very definitely and very qulokly with re-
apeét to the adequacy of our existing transportation facili-
ties to meet the natlon's needs.

I pay 0 you now, tﬁose who are Iin aﬁthority, ir they
want this transportation committeé.to,do a;goddsjob - ahd.

that 1s what we shall strive to do -- let us know as early as

"you can what needs we are to figure on, on some basis.

A.meéting or_tholnubcommittee chairmen has been called in
New Yorlk on next Monday, October 2, for fhe purpgggggt:eoprdinuw
ting their work so far as they have gone. Thi¢4wiiifﬁ;-folld“96
by a meeting of the full T?an!partétion comhittée in Hhshington
oﬁ Wednesday of next week. I urge those of you who are
members of this committee to miake a special effort to attend
and take part in this ;mating_. |

| MR. RALLANAN: Theank you, very much. Are there any
questions of Mr. Spencer in connection with this interim report?
" (No reaponse.)
MR. MLLANAN: Thank you, very mugh, Mr. Spencer., I lmow-

you spent a lot of time on that.
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MR, ﬁALLAﬂnﬁs Mr. Russell Brown. We will have the
report of tha.Cammittee on Petroleum Industry Stqelﬁnﬁqﬁirew
ments. | |

STATEMENT OF RUSSELL B, BROWN
| GENERAL COUNSEL
INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA
 WASHINGTON, D.C.

mﬂ.:RUSSELL B, BROWN: As ahaiﬁman of the eanmitteg I
am submitting the entire report. I shall not read 1t all,
to your relier;.r aspure you, I think it 1s necasgary

that I read some of the preliminary parts as to bringing

. to the attention the basie and the assumptions we usad

in the preparation of this repest.
I want to firast, thpugh, commend the industry for the

fine willingnese in making this avallable to us, This im

. a comprehensive Job, It would have been a complete fatluie

Eut for the,ﬁ}gg#gréup or people that vere made nvailable
to_ﬁ;m;;& the time they applied to 1t, that they have been
working on 1t. “

On March 16, 1948 the Committee on Petroleum Industry
Steel Requirements of the National Petroleum Couneil com-
pleted itp firat study of the steel requlrements ef the

American petroleum industry. The Committee remained

'éctive from March, 1948 to the'éarly part of 1949, at whieh

time the Commlttee was d1ischarged bacause of the improved
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supply and demand situstion in both the petroleum and

steel industries.

International-doveiﬁpnents during recent months,
gombined with a high level of elvilian &end industrial
metivity, have resulted in increasing demanda for steel
products, Steel is essentlal to maintain adequate facili-
ties for potrdlgum ﬁroduntion, transportation, refining

and distribution. The Committee has been reactivated,

therefore, to study the petroleum industry's steel require-

‘ments in the light of current conditlons,

In a letter deted July 21, 1950 to the Chairman of
thsdﬂntional Petroleum Council, the Secretary of the Interlor
madg the following request;

) '“Steél may again be scarce because of the
inc:eaaed-rate of prodgotion of military equipment
and supplies. Therefoﬁe, I request that the Counell
make a thorough study of the oll and gae industries’
estential steel requirements and provlide complete
information and such recommendations as 1t'may déen
appropriate with respect to quantities andlkinds of
steel required by the American oll and gas induntries
in the United States and abroad to malntain an ade-
“quate supply-of petrolaum_aga produsta to mest the

Nation's essential needs in any emergency."

 '1nﬂre§ponso'to thig request, the Agenda Committee of the
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jap-3  Council on July 24, 1950 precommended that:

fhe Council's Committee on Petroleum Industry
Steel regquirements be reactivated. Such Committée'
should ascertaln the facts'and_report to the Coﬁncii
the essential steel requirements - -quantitles

and kinds - of the Amerilcan oil and natural gas“@nﬂf

dustries in order that these industries.may be ablﬁfmq
to maintain an adequate supply of petroleum and pro&ycts,
including hatural gas,_to meet the Nation's needs. ii

Tt is suggested that steel requirements be reported _E

separately as between domestic and foreign." o

In accordance with the recommendations of the Aéénda.
Commlttee. the Committee on Petroleum Industry Steel
Requirements was reachtivated on July 25, 1950 ﬁndiheld ; }@
1ts filrst meeﬁing on August 2. At the pugust 2 m%eting,
the Committee's asmignment was reviewad ahd the bégia ¢
assumptions and methods of procedure for undértakihg this‘
agsignment were agreed upon.

The objective of the Committee 18 to determine the
steel required by the petrbleum industry to maintain
adequate supplies of oil and gas to meet the Natlon's
needs. In connection with this objective, the Director
of the 0il and Gas Division. Department of the Interlor,

furnished the Commlttee with the following estimates of

petroleum demand:
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ESTIMATED U.S. PETROLEUM DEMAND
DOMESTIC AND EXPORT
' BARRELS DAILY
1950 6,700,000 to 6,800,000
1951 7,000,000 ta 7,100,000
1552 7.200,000 Lo 7,200,000

It 13 recognizsd that the above demands may not
rapresant the Nﬂtion's‘petrolaum neads under s wartime
econemy. As the determination of auch wartime needé Has
beyond the scone of this Committes's aséignmentj stael
requirements vware based on'the anbove estimatos of demang
furnished by thé 011 and Gas Division,

The top range bf thoaga astimates indicat;.iﬁcreasea
in total protroleum demand of 4.4 per cent in 1951 over
1950, and 2.8 per cent_in 1952 over i951. While this waﬁld.
represent 2 conblnuation of ﬁhe normal growth in the uaé
of petroleum, 1t should b= noted that the top.range of the
average estimated 1951 consumption of 7,100,000 barrals
dailly compares with a 1941 conmumption of 4,370,000
barrels par day' an increasé of 2,730.000 barrels daily
or (2 per cent during the past 10 years.

The top eptimate for 1951 18 33 par rent largay
than the total éonsumption during 1045, the peak year ol
World War JT. These comparisons empﬁasize thz growing |

importsnce of petroleum. 4 continual expansion of facllitles,

L o
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Jap 5 beyond any past levels, is necessary therefore in order to
provide ever increasing guantities of o1l and gas.
Procedure. In general, the methods of approach
adopted by the Committes were the same as those used in
.préparing:the 1948 report. £1x subcommittees were appointed
to cover the following fﬁnctionnl-diviaiona of the
petroleum industry:
| Domestic (11 andk&as Production

Domestic Oil-Trahéportation

Domestic ﬁefining

Domestic Marketing

Natural Gas Transmission

Foreign Operationa (50% or more U.S. owned)

The membership of thése subcommittees is attached as
. Exhibit A. The report covers steel requirements for each
of these divislons for the following periods:
o 1950 First 6 months (sctual)
Third Quarter
Fourth Quarter
Total Year 195C

1951 Flrst Quarter

Second Quarter
Third Quarter
'Fourth Quarter

Total Year 1651
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In 1950, the first & monthe s anracﬁuai repors of
the cisel used. The third quarter and fourth quartasr of
the year 1950 will be that estimated as neadad, We
divice thom up by quarters and then give you the total
figures,

The stesl requirementsa for cach of thess periods are
the total guantities estimated as nesded for use by the
petrolewm inductry durlng ~ach period., The figures are
expressed in terms of stesl mill products from which the
finlshed tools and cquipment used by the petrcleum industry
are foebrieatz4.

The report therafors éavars all uses of steel by the
petroleum Industry, whether purchased dirset from the

steel mllle by petroleum operators or furnishegd 1nﬂ1y¢qt1y

from the mills through suppliars, fabricators or m&nu?ﬁdturera

for ultimate dellv:iry to the o1l induztry in the form of
tools and equipment.

The figures in this veport, therefore, &re not directly
comparable with steel industry ataiistics covering shipmants
to the o1l and gas Industrics.

This report covers requiremenis of the petroleum
Industry not only for steel products shipped and used as

such, for instance line pipe and oll country goods, but

also products made of steel, such as pumps, tankers. tank

¢care, eto,
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Jap-7 On the other hand, the steel industry shipment reports
. ¢lassify tonnage required for prodﬁction of this latter
type of equipment under the particular manufacturing lndus.
try involved. |
Following are some important examples of this difference
in classification eonéept: steel for tankers appears in
steel industry statistica in the shipbulilding category;
tank car tonnege appears in rall transportation; tonnage
for bulldings and tanks for service stations appears in
non-regldential construction; LPG consumer storage tank
tonnage appears in contractor's products - - plumbing and
heating; refinery construction tonnage may appear.ihfﬁ;ny
classifications such as oll and gas conatruétion ar*géﬁﬁgps,
dealers and distributors, while the steel for maching;y'énﬂ
equlpment used in all phases of the petroleum industry may
appear in several entirely different clasaificat;ons, most
of them under the machinery, industrial equipment sud tools
group.
Because of fhe above differences between this report
and the published statistics of the eteel industry,'the
Committee eﬁlls particular attention to the need to
conslder separately each sBegment of the estimated require-
ments in the light of these differences.
Although this report deals with the petroleum lndustiy's

'steel requirements, 1t should be noted in connection with
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the stecl tonnage for manufoctuprors servirg the Ilndustry
that thesc basic mill produsig fannot he aonverted to a
Porm useiul to the industry unl:ss the manufacturing
capacity of the petroloum eguipmsnt industry is pressrved
and malotain:ed to soryv- the pafirelzum industry's needs.

It should leo ue poetnted satb thnﬁ.other matarials
gueh a8 non forrove wa%als mwest be availabia te permlt the
efveetive wee o0 ouoet. WhLis the requiremsnts for theae
other materialﬂ'ar@ beyond the scope of this Committec's
assignment, thuy ars ossential 4n o171 thases of the industry.

‘ﬁs ain eRuaple of this nroblem, an addendum report
submibt;d Ly Lho werking group dealing with steel require
meuts rop LPE ops iﬁf*onz s attached as Exhibilt D.

Followling Lhat, we nave sst farth the report as you

‘have 1t aan toksn ap Shs ndyw sorments and polnted out the

penncy in whici wa acbed and the basis of the determinations,

Flually, you will fing Qn pare 14 a summary of the
tolal stewl reguiromanis for the perlods Indiscated.

I do neot believe it iarnecesaary hare 6 rcad the
devall of_;hﬁﬁe, pince rou have them in veur hand. That
is owus faport, |

Mi. HALDANAN:  Thany yov. Mo, Brown. This is a very
colpraitinsdve raport, Mr. Brown. We are vary grateful to
you for tha worde t5a0 you have glvan to 1t  and what you

bave done 4n the prapeeation of 4f
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MR, RUSSELL B, BROWN: Thank you.
MR, HALLANAN: Are there any questions?
(No response.) | |

MR, BALLANAN: The report apeaka-forritself.

MR. STEWART: 1 assume there is a great deal of back-
ground materlal upon which the final sumsary is based, and
I trust that that iaterial will be made availabls somewhere
here in Washington so that when and as we have occasion
to go into specific detril ;t wlll be readily availab;ef
Is that correct?

FMR. RUSSELL B, BROWHK: In anaswer to that, that is
correct, yes. I should also say, though, there 1is 3
great deal of that. As you know, the work sheets are very
volumineous. Some of the assumptions on which we based our
work might be difficult of understanding.

We have agreed, the varioua subcommittees have agreed.
to hold themselves in readiness, to be called in in the
event you need them for consultation or for appearance‘
before committees in support of our requirements.

MR, HALLANAN: Gentlemen, 1t has been talked about

and discussed in the press since the mstter of the shortagé;j

of aviation gasoline has been projected, that consideration )

has been given to a change in the octane rating of eivil
and aviation gasoline.

We have been asked todey by the Department to invite

—
ES
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Mr. D. W. Rentzel to speak to the Council with regerd to
the viewpolint of the Civil Aeronautics Board. Mr. Régtzel

1s at this moment the Administrator of the Civil Aaroﬁégtics

Administration, but has within racent.days been named

S
AR
%,
s,\?*‘ {
B

o
N

i S

b

He is here to talk to us ahout the matter of bhii\

Chalrman of the Civil fercnautics Board.

\l

N,
octane problem, and I take pleasure in presenting to t;& ‘\\

Council, Mr. Rentzel.
STATEMENT OF DELOS WILSON RENTZEL
CHAIRMAN OF THE CIVIL AERONAUTICS BOMRD
MR. RENTZEL: Mr. Chﬁirman, gentlemen: I am appre-
ciative of your time. I will try to make this very brief.
I would like to bring to the attention of the Committee,
however, the very aerious.nature of the aviation gasoline
shortage and particularly emphasize the alarm with which
we view a suggested reduction in the octane rating and

inerease in the lead content of aviation gasollne, par-

“$4cularly as applied to commercial airlines, since 1t does

not affect particularly the smaller types of aireraft,

We understanﬁ that there is a serlous shortage in
aviation gasoline and 1t has been brought about principally
by the Korean situatien. We understand that that situation
is likely to continue. It was suggested, I belleve at a
previcus meeting, that by increasing the lead content of

aviation gasoline from 3.0 cubic centimeters to k.6 a saving



126

jap—ll of approximately 10,000 bafrela of gasoline a day - aviation
| gasoline wrwould result.

This, of course, in our oplnion does not take into

0 consideration a reduction in the safety standards and
incrazase in the maintenance problem on alreraft angines,
a definite increcase in the overhead as far as the opeﬁating'
costs are concerned, a number of increased engline failﬁrés,
and a number of inecreased precautionary feathering of
engines whlch would in' our opinion result.

It would also mean a reduction in the number of hcur?h
betﬁéen overhauls which we would allow airlines to. operate
their engiﬁes;

We feel further that this would not bz a complete

saving. 1In our estimate of the situation, the net saving

would not result in 10,000 barrels per day since increased

coﬁsumption, which we conservatively estimate to be;S to 10
Per cent, would take up a substantial portion of that es
timated saving 9

We would like to call to the attention of the
Commlttee further that this sltuation 1z not golng to be &
temporary one, and to urge consideration of a further A
reactivation of alkylate plants a?d other facilities
neceegsary to produce more aviatioﬂ gasoline,

As the alr porce of the mil%tary forces Increase thelr

numbers of alrcraft from the present 48 groups up to 90 or

I
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perhaps even 100 groups in the immedlate y@éra to coms,

this shortage of avistlion gasoline will continue to be

"gincreasingly geversa. Of course the civil ailp 0perati¢n .

- will be further handicappad by that military requirement,

It 1s our understanding that approximately %0 «per cent

of the alkylate plants which were operating at the

" close of World War IT are now in operatlon. We under

stand further that approximately 18 months will be required
in order to beactivate some of these plants. |

We would strongly urge that conslderation be given
to'a reactivatlion of 2 number of these plants iﬁ order -
to increaese the aviation gaseline capaclty t§ higher octane
capaeity, snd 1f possible the 15 months interval be reduced.

WYe2 further, without attempting to estimate where the
incereased aviation gasolline needs can be met, would certalnly
suggest at least the hope that other forms of fuel might be
considered t;.meet this need.

I would l1ike, in clesing, Mr. Chairman, to point out
that the aviatlion gasoline requirsment of the commercial
airlines amoung to only 7 tenths of I psr cent of the total
petroleum consumption, We Fsel that ths importance of
clvil aviation and the safety factor involved interests ail
of you. Certainly we would hope that we would not have
to take a reductlion in safety standards. |

e would hope further that the alrlift possibillty
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Jap-~13 that we may be called upon to meet, aven though Korea
mzy be cloaing‘out, may break out in other parts of the
world, and the situation I would again 1ik: to mention is
“the fact that increas:d consumptlon 1s going to bé tha ordern
of' the day for the next saveral years in any zvent for
both military and civil.

e hope the Committee will give our probiem serilous
consideration. Thank you,

MR, HALLANAN: Thank you, lr. Rentzel,

.Gentlemeﬁﬁ are therc any questions?

M. BRUCE K, BROUN: Do you think 1t wauld'ﬁe preferable
to ratlon civilian aviation gasoline in this crlsis down-
ward, and have less of it in the next Few montha, rather
than increas¢ the lead content? We can do it that way.

Can you get along Wwith less?

MR, RENTZEL: If we have to ration them, I would again
like to ocxclude private aviation since they are not involved,
they use standard brand automobile gasolinz, I think the
question is whether you should decr:ase the amount of
automeblle gasoline or ration The number of aircrart
airline types of operations. I3 that the question?

MR. BRUCE K. BROWN: No, it is not that question.

We can't put motor gésoline 1n an airline aireraft. That
is what you Jjust said, I am wondering if ydu can get along

with less gas untll we can get this thing organized.
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MR, RENTZEL: Of course, 1f we have to.

MR, BRUCE ¥, BROWN: Wouldn't that bz preferable on
a temporary basis, o use lass gasoline in the civil alr-
iines and Keep 1t at 3 c.c.s, or woﬁld.you rathar run on
4.6 for a couple of months untll we get organized?

MR, RENTZEL: You are asking only a temporary answer
to the problem?

MR. BRUCE K., BROWN: Yes. You brought 1%t up, and T
am asking a2 questlon on it.

MR, RENTZEL: If it came down to a question - certainly
I would declde on the side of safety any tims. My answer

to it is that I would prefer to see a reduction in the

amount of gagelins rather thah a rceduection In the amount of

safety any day. That ls my Job.

MR. ALTON JONESE Realizing the position taken by the
airlines in Civil peronauties controls, th2 sconomies
involved in alr transportation will be greatly complicated
by their increase to 4.6 c.c.s. Certalnly your malntenance
costs and everythiﬁg elss will go up, and the precautlons
that you have to take.

But do you really feel that the guestion of safety is
a vital one hére? rs T understand 1t, the Armed Services
are using 4.6 in all of thelr aviation gas, or substantlally
all of 15. I know your first concern 1s one of sarety. |

But do you think that 1s the primary factor Involved here,
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Jap-15 or is it cconomy?

MR, RENTZZL: WNo, sir, I think it is safety. I think .

the military will agree that they are acecepting a reduction
| | in the number of safe hours of operatilon of ailrcraft
engines and that the mainténance costs will go up.

I again would like to peint out that consumptlon wiil
go up. I don't belleve they deny that. I do think that
they are in a position, of course, which we fully reallze,
that they must meet the exlsting emergency in Korea and
to get gasoline they are going to do anything necessary to
get 1it.

My point is simply that at least GA behalf of the
civil aviation part of the government we are not prepared
to take that reduction if we can avold it. I am not saying
that we won't take 1t. T cerbtainly don't mean to say that.
I say simply that if there are any other means availabla
of making aviation gasoline under the present spseliflcatlons
available, we would certalnly urgce that it be considered.

I would say that if we have to take this land content
inerease that we will issuo the necessary instructions to
veduce the number of hours between overhauls immediately,
and to increase the malntenance.

MR. ALTON JONES: I think,as Mr. Brown pointed out,
the question facing the petroleum industry at this time is

one of timing. Time is of the essengs. We are raced with
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an acute shortage now. I think the suggreetion that the
airlines use 4,6,..c.c.s of lead 18 born of the fact that
1%t 1s one that ean be quickly effectuated. |

The suggestions you make of bullaing additional outlet
Plants we agree is sound; but it takés months, as you know,
to do 1it. '

I think Mr. Brown meant to emphasize the fact that
1f we had to do something immediately to gat the aervices
over the hump, that this 4.5 cec.s might be a temporary
cxpedient. There 1s a problem that is going to have to
be resolved ih some organlzation here,

MR, RENTZEL: I fully realize thét. I don't want to
leave you with the impression that we are not going to be
cooperative. We are Just as interested in se¢ing the war
in Eorea successfully proeecuted as anybedy else.

I was pointing out bur Problem from ths safaty point
of view and to ask that the Commitﬁee give every
conslderation to inereasing the supply of aviaticnrgaaoline¢

This is not g temporary giguation. It 1= ons that is
golng to be inereasingly diffleult. We would hope that
sdme means could be found. I would certainly hope that i#
the choice came between automobile fuel and aviation
gasollne, we would decide on the side of aviation gasoline,
That would naturally be my prejudice.

In view of the small percentage of petroleum products
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Jap-17 which aviation gasoline represents, we woul& think that
‘that consilderation might be given. That 1s really the purpoae‘
of my trip ﬁere todaya |

MR. HALLANAN: Mr. Parten,

MR, PARTEN: Mr. Rentzel, I wouldllike to ask a gues-
Glon. I would firat like to comment on your question,
Pete. | | |

I hava a mimeographqd‘copy of a,ietter in my hand
which I have received from Goneral Milton Armolg,
of the ﬁmeri&an Alrlines Association. General Apnold wéuld
answer yowr question yes, 1f we have to dut comnmeraial
aviation gasoline 15 per cent, rather than put in more lead,
let us cut it.

He has already answered 1t for me. This question
is serious because 1t invoives safety. It 18 not the
dollars and cents ilnvolved. We may have to do a lot of

‘things and waste dollars and cents in order to get the Job
done. The safety ahgle,is important.

The manpower quéstion is 1ﬁportant when 1% comes to
the question of how much more manpower you are going to
have to have to service thess englnes.

The commsrcial aviation is doing ﬁeoman work today
not only for civilians but fdr the mllltary,as we all 4now.

If you will permit me, I would 1ike to ask the
Secrétary to read this letter which General Arnold,has,'

written. You might like to ask a questioh on 1t. I think
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this ' has been circulated.
MR, FENTRESS: T would 1ike to ask a question. I am
not sure that Mr. Rentzel understands, firat, that a

substantial volume of aviation gasoline 1s belng supplied

‘and has been supplied for a considerable time to the

commercial alrlines at 4. c.c.s of lead and not 3. They
have been operating on that and apparently operating
guite successfully. |

Secondly, I would like to offer to Mr. Renizel the
services of our off'ice because tlme will not permit this,
afterncon to go into the intriéacieg of refining operations
on these alternate proposals which the alriines have suggested
as means of making aviation gzasoline.

I would be only too hagpy to zo over with any member of
your staff the reasons why this is practicai.

MR. RENTZEL: I would be delighted to do so.

MR. HALLANAN: Dr. Wilson?

MR, WILSON: It seems to me there 1s a certain amount
of confusion about this. You spoke of a reduction in
octahe and increase In lead content, As T unéerstand itj
there 18 no reduetion 1n ocetane proposed.- This letter
speaks of reduction in volebility alase., As I understand,
thare is no feduction 1h volatility proposed either,

MR. RENTZEL: Yes, sir, thers is.

VOICE: To the military specificutlons.
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Jap--19 o Mit. WILSON: I don't know about & lot of thesse state
ments, as te Erequency\uf overhaul, but I heard very much
© thils same story at the beginning of World War II when we
asked the milltary to go from # to 3.6. They visualized
all kinds of things. They had a list that might have been )
‘written by the same fellow whe wrote this as to what it
would do to them,

When they got to using 1t they didn't have very much
more trouble. True,  they may have %o clagn the snglnes
mors frequently, but nowhere near the stories we heard.

To say thls would inerease fuel consumption by 15
per cent 1s to my mind, ridiculous.

MR, RENTZUL: I didn't say that.

MR, VILSOH. Ro. Eut this letter does. And it glves

~a 1ot of other flgures. This has been very extensively
used and even the commercial airlines, am Mr. Fentress
said, have been using & c;c.s in many cases, and private
airplanes,

I think this definitely glves an exaggevrsted opinion
of the troubizs.

MR, RENTZEL: I want to make one thing clear. T did
not asscclate myself with the letter from the Alr Linss. T
am talking about my own people who I think are reasbnable
on alreraft englne operation, and what they say.

I think some of their claims are perhaps high, too,
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Jap-20 partleularly as to gasoline consumption. It will be
incraased, and T think the military agree to that.
I do think the malntenance will definitely be incraased,
' andVI think the percentage of fallures will definitely
Inerease.
I would 1ilke to mpke it once again elear that 1f that
s the only way we can meet the current situation, cer.
tainly we will go along with 1t. But I would hope that
something could be done that would make 2 long term solution
to ths problem which 1is goilng to get increasingly worse,
posslbly. | |
I think that was tha maln reason 1 wanted £6 bring it
to the attention of this Commltbes. I further belleve
that while I am not arguing the point that they have not
usad 4.6, or 4.0 - I don't know which you me&ﬁt
MR, WILSON: 4.4,
MR. RINTZEL: You ars talking of 4.6 here as T under-
stand 1t. T don't wish to debate that point. I simply
say that 1f the situation can only be mot in that fashion,
we wlll have to take cortaln precautlonary steps because
that 1s our Job. We will do so, and I am hoping that
somcthing more of a permanent nature can be resolved in the
Commlttee here as part of the over all emcrgency situation

wo are faced with today.

MR. HALLANAN: Mr. Browun will reéd;the‘letﬁer. Then
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Jap-21 Af you care to make any further commeht§-ﬁr. Rentzel,
vou may do so. It is on the sone suhjeea;
MR. JAMES V. BROWN: This is a letter
j signed by Milton W. Arnold, Vice President of Operétions
and Fnginsering, Trom the foinﬂ of tha tip Trenspord
rasociation of smeriea, dated September 27, 1950, addressed
to MajJor J. R. Parten:
"Menr Mz Jor Parten:

"In accordance with your request to the airiine
industry today, we outline below the =ffects to tha
rommereial atrlince of o changs of fusl speeificatlons
from the present type to the military type aviation

| gasoling.
'S ATTETY

"Inerease ongine feathering in flight due Co
valve failures by approximataly 300 per cent.

"Trerease mumber of discontinuned taks-offs by
about 100 per cent,

"Inerease propeller blade fatigue fajilurea dus
to ona cylindesr out by spproximately 100 pear cent.

"Inerease torquemeter snd propellar actuatlion
mechanism malfunctioning by about 100 per cent.

"“Tnerrase excesglve cranktzase sludge Jdepoeslss
and bearing‘failures by about 50 per cent.

"Increase substantially over-all possibllitics

of major and potentlally fatal abcidents.
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"MAINTENANCE

"Reduce engine times between overhaul, depending

on engine type, by 16-50 per cent.
| "Inerease spark plug removals by 65-75 per cent.

"Increaée premature ecngine removals by about 75
per cent,

"Increase inventories of engines and spare parts
by 20-25 par cent,

"Inerease mainﬁenance shop faeilitiés and toecle
by about 20 per cent.

"Inerease manpower requirements by approximately

20 per oent,

e

SRS "FUEL CONSUMPTION

“Increase airline fuel consumption to assimilate
higher lead and lower valatility by about 15 pér
cent and thnb congiderably nullify avgaS'praduction.'
increase éxpeated from the'apeeifieatioﬁ change,

"ATIRLIPT

"Seriocusly reduce commercial airline airiift

capacity fbr'natioﬁal dere#se.'
| "ECONOMICS

“?increase coﬁmercial airline fuel 51113 by about

15 per cent.

"Increase maintenance costs by approximately

20 pexr cent,
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MR. HALLARAN: Do you have sny further comment, Mr.

Rentzel?

MR, RENTZEL: Mr. Chairman, my only ocomment is that I

don't fully egree wlth all the statistics employed. I want

‘to make 1t agein clear to the committee that I 41d not come

here subscribing to all those details. I think generally the
facts are pimply that there will be some increased fuel oon-
sunption, there will bo‘additinnil economic losses. There is
no question of that. That 1s not what concerns me.

What concerns me wore are the safety aspects itself which

N

- I will still maintain 1s a problem that we are concerned

with, and I would like to again simply urge the committee to
make this solution, whatever we have to eome up with, as

temporary as possible, and get 2 long-range plan that will

‘take care of our requirements,

One thing agein I would like to say: 1n regafd to the
operations of eivil air, both in the present emergency and
in the time oé all-out war are going to be increased rather
than decreased. I think;all of ua_will.agree to that. Our
airlift possibilities are rather important to the miiitary,
too.

I velieve that 1s all that I have.

MR, HALLANAN: We appreciate your coming, Mr. Rentzel,
very much.

In connectlon with the report of the committee on steel
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fequiromeptu submitted,by‘ﬂr. Browﬁ as th;rman, a few
:momentn ago, I think there was uoma:ovqrﬁisht, Mr. Brown,
in moving that the report be adopted by‘thelcounoil.

MR. BUBSBL# B, BROWN: I don't know whether the adopti&n,
is in order. I move that the Council &cocept 1%,

A VOICE: Bg@ond it.

MR. HALLANAN: It has been moved and seconded. Are
there any further remarks? -

'MR. RUSSELL B. BROWN's  We,rqquasted at the same time
a suggestion as to the discharge of the committee, but in
view of the fact that there are so many calla on the admini-

stration for support of this thing, we felt that for the time

being we ought tO;kqu;the_Various'membanl_of the subcommittee

available to the admini-tration_haré to be called upon. That
1s the peason we 41d not include that.

. MR, HALLA?AH: It there 15 no obJection, the oommittée
will be continued ror-any,;ugther dnﬁvioa. -A11 in favor of
ﬁhe_motion indicate by saying "aye"; ccntrarﬁ "no."

(A voice vote was taken.) | |
MR, HALLANAN: It 1s unanlmously adopted} ;
MR. JENNINGS: I am ready to report.
STATEMENT OF B. BREWSTER JERNINGS, PRESIDENT,
SOCONY-VACUUM OIL COMPANY, INC., 26 BROADWAY,
NEW YORK 4, NEW YORK.

' MR. JENNINGS: I might say that we didn't have time %o
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have enough copies of this struck off for distribution to all

the Ggungil, I have a few extra coples avﬁilabxa. _
Pursuant to “the requéit of the Director of the 011 and
Gas Division, the nationgi Petroleum Councll appointed a
conmittee to report on the type and form of organisation
which would be appropriate to Aeal with the emergency, as

requested in the letter of September 21, 1950 from the

~.Director of the 011 and Gas Division.

On Janusry 13, 1949, the National Petroleum coungil
approvodtﬁc report of 1ﬁ- oomhittéc 6n.ﬂabional Patroleum
Emergency. Your preaént committes has reviewcd th;£ report
in detall and finds that though\ihb‘pralent emergency is not
as broad as the type of emergency contemplated in the report
of Januvary 13, 1949, the principles and procedures recom-
mended in the report are still entirely valid and appropriate.

Your committee therefore recommende that in acoordance
¥ith the principles of that report there be established an
1ﬂdepenﬁont agency of government to éeal_uith the problem
described by the Director of 011 and -Gas Division and such
other problems affecting the petroleum industry as may develop
from the present emergency.

Sueh agenoy should be staffed by a Deputy Administrator
and other individuals drawn from the petroleum 1ndustry and
should report directly to, and be directly under the authority

of, the Secretary of the Interior. It should deal direotly



142

jfu | with'all othah agonaieaior government that might be concerﬁed
-with any aspects of the petroleum problems involved, and'wiﬁh
the dndustry. ‘
The agency should be a upcoinliaed_iertieal‘rather than
a genefal horigontal governmental organizstion to deal with
the 1;;erna1 problens-or the petroleum industry 1nvolvnd.
-Your committee is sonvinced: that any organisation other
than one or an indepandent and vertical character, reporting
directly to the 8e¢cretary of the Interior could not nuceelsw-"
fully #chieve its obJectives,
| The relationship of the agency to the industry should be
--Soopor&tivn. Such ageney should not undertaie mnnaganent or

) operating functionse.

The agencj should he temporary and should cease to

function just as soon as the emergency is ovek.

The hreuent smergenoy will not reguire thnﬁ the Detfbé
leum agency act in all of the flelds referred to in the re-
port of the committee on National Petroleum Enargene&.
Nevertheless, it should be organized and act along the lines

recomnended in that report in such flelds as may be necessary

.to the aolution of the current problems and-from'time_to time |
r | | broadened or modified as may he determined to be necessary to
| . deal with such problems as may ﬁriuo from the emergency.
[ | -X move the adoptionaf the report.
| MR. W. ALTON JONES: Seconded.
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MR. RALLANAN: You have heard the report of the second
commiitae. It-hﬁa-been moved and seconded that 1t befndppted.
g;e‘ghere any remarks? 7

- MR. FEﬂTRESS: Mr. Jennings, would'ygujmindvdldtifying
the sentence "such agency should not undertake maﬁaéennht or
operating funoctions?” Thgt may have a different éoﬁnéthiion; :
in government eigelan\than it does_in'induntry'circles, iﬁdf:
that is the resson for the quéqﬁion; o |

MR. JENNINGS: I have in mind that I am only one of nine
conmittee members. I think, in fact I am sure, that what the
conmittee haé in mind 1s that such an agency as is now created
should function along the lines that the P.A.W. did in World
War II. |

Is that a general answer tc your questlon?

MR. FENTRESS: Yes,

MR. HALLANAN: Mr. Pogue?

MR. POGUE: Hr. Chalrman, the report, while speaking of
éooperntion with the industry, makes no reference to 2
mechanism for bringing that about. In World War II of oourse
you had the petroleum adminiutraﬁian for war. We have now
the National Petroleum Councill. I am wondering 1f the com-
mittee would care to consider the suggestion that that funec-
tion'li the‘iiailon with.the petroleum administrator, as the
Couneil so funotions. I think there is a gap in the report on

that very essentlial point,
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MR. JENNINGS: Mr. Pogue, the report that was brought

out In January 1949 was very complete In all those respects.
It was our thought that Iin reporting now 1t was unnecessary

and would also be somewhat confusing, if we went into anything

-1lke the amount of detall that we went into, or that the

committee of the Council went into in 1949,

I would 1like to polnt out this entire report is really
based on the old one and doesn't change 1t In any way, shape
or form. The polnt that you have in mind, I think, 1;w$
covered in that. | |

MR. POGUE: I recognize that, Mr, Chalrman, but I don't
think that that point 1s quite a detall. I think 1t 1= a very
essential aspects of any setup that might be established.
Personﬁlly, I’would-liké to see 1t mentioned in the shorter
report..

MR. WILSON: You could cover it very simply 1if you wlsh
to do so "the relationship of the egency to the industry
gshould be cooperativeﬁ working through the National Petroleum
Council.

MR. JENNINGS: Dr. Wilson, if we do that, that would
contemplate the continuance of thils Council as it now 18. I
think many of us have in mind that if the thing gets more'r
gerious and we have to go to an operation simller to what we
had in wOrlé War II, 1t might be advisable to change the

composition of this Council.
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JeT That 18 another reason why I personally would like to

leave the reference to that out of this report, if agreeable
to you gentlemen.
MR. BLAUSTEIN: At our last wmeeting 1t was suggested
~ that'mg committee bg appointed to ltudy the present setup of
| l%he'lrc‘an to how 1t would fit into the new situation. Was
thet committee ever appointed to go into that? |
MR. Hl!&llﬁ!s It has not been.
nm.'nxhﬁsmxxns It doean't come to this very question,
whether the NPC as it is set up, thinking in terms of th§
Department of Justice and mo forth, can be the agenoy to be
this liaison? It would seem to me that that committee wam
to be a legal committee and cught to be appointed to go imto
that situation. _ “
MR, BRUCE K. BROWN: I would like to speak in support
| ‘of Mr. Jennings' pomsitien, iimply to remind you ﬁhﬁﬁﬁiﬁn |
-petroleum coumittee war oounoil-iun noﬁ the sole connection
Qith industry during World Hn& II at all. The petroleum
administration committee, general eoﬁmittte, produetion
commlttee, refining committee, 2ll those things were assen-
ial.
If you were to mention this coumell, you would have just
as good justification for mentioming the coxmittees. Bafore
you got through you would be in the State Department, the

Naritime Gommission, and everything else.
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I urge that thls report be accepted as 1t is intended
an calling attentionréf the Secretary to the former report
of the committee,,and aaying thgt we still think ﬁhatr
There 1s no end  to where you would go 1f you tried to put it
all in here. | |

MR. WILSON: Question.

MR, HALLANAN: You heard the motion for the adoption of
the report as submitted by Mr. Jennings,  All in favor say
"aye"; contrary, "no." |

-(A.voice vote was taken.)

MB.‘HALLANAN£ The report 1p unanimously adopted.

MR. MATTEI: I have & question. I didn't raise the
question on this report but I would llke to propose a reso- .
lution that the oll indugtry not dbe 1ncluded,in'qqy_
general agency setup by the government. It is not clear in

ﬁhia report.

o
HR.-W.:ALTON JQNES: I think 1t is clear. ”‘
MR, MATTEI: It isn't spelled out enough for me.fw.
MR. W. ALTON JORES: It is certainly intended to be.
 MR. HALLAMAN: I think 1f 1t is not spelled out 1t should
be spglled outyin the report we juat adopted, Mr., Mattel.
MR. MATTEI: I don't find 1t spelled out in this re-
port sufficiently. |
MR, WILSON: It says "Such ageﬁcy should be staffed by a

deputy administrat&r and:éther individuals drawn from the
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petroleum industry and should report directly to, and be

__diractly under the authority of, the Secretary of the In-

 tertor.”

It seems to me that it carrles that view.

MR. MATTEI: I still haven't made my point clesr. We
.could_be In that positioﬁ and still ﬁthect to a lot of
things under thls other agency 1if an order were /put out. I
would 1ike to make 1t perfectly clear thgt we are an lndepen-
dcpt agency, and that that independent agency be hot con- '
nected with any other agency of government except the
Secretary of the Interior.

You talk about the committee that the Secretary talked

~ about this morning and;ye could get steel requirements balled

up with the fishing paopie, get steel requirements balled

up with the coal pecple, and & lot of other things that I

A

 “iant to stay out of.

I want our independence to be independent and acting in

an independent fashion under the Secretary of the Interior

‘without any other entanglements.

MR. HALLANAN: What 1s your pleasure, gentlemen?

MR. MATTEI: I made a motion and the Secretary asked

for that this morning.

MR. JENNINGS: Mr. Chairmanj the point that you have

ralsed, Mr. Mattel, was considered by the committee, certainly

by some of us on the committes. It is our view that this
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ianguage‘in here 18 competely consistent with what you are
saying. I don't think you can have an independent agency
reporting to the Seeretary of the Interior and have anything
else but jJust what we all want to have.

. !3. MATTEI: I will withdraw ﬁy motion, the record
‘having been made.

MR. HALLANAN: Mr. Mattel, I can't realize the language
that we would use in our motion €o make it any stronger than
1t 18 in the report of the commlttee whiech the Councll has
Just adopted.

MR. MATTEI: I wanted this to be a part of the record,
and I am satisfied.

MR. HALLANAN: Gentlemen, I know that many of yo,u'a;:r.'_e.-
vefy much concerned about the problem of personnel, ané that
~ your organizationa have been aeriously invaded by the call
on the reserves in the various branches of the military.
Many inqulrles rnave been addressed to the Coﬁncil on thils
“sybject to try to determine Just uhat policy could be woryad-
out to £ind exemptilcn for nen of escential emﬁloymeﬁt in the
induetry.

We haeve asked to come here today to discuse with ﬁhe'
council and to answer any questions, Colonel Caéeldy, who is
" the Asslstant Director of staff of Personnel Pollcy Board,
1nlthe Office of the Secretary of Defense. I take pleasure

in preaenting'te the Councll Colonel Cassidy.
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| STATEENT or COLONEL cﬁs:m, ASSISTANT
DIRECTOR OF STAFF OF PERSOﬁHEL POLICY
BOARD, OFFICE OF THE SECRETARY ;ér DEFEKSE,

Colonel Cassidy:  §&. Chalrman, gentlemsn: I am glad
that I am not following that obituary notice that was read
on civilisaticn'a.while ago, because Admiral'niggs Baid I
ﬁaﬁ-ﬁe”effering myself up for the slaughter here today.

I took the liberty of bringing along some coples 6? the
stn@yﬁant'of tha.Depﬂrtmsnt of Defense polley governing the
deléaéih calling up ressrvists, and some related papers.
Those §f you who have not seen them may find thsm'interesting :
and helpful in explaining the policy.

If T may I would almply like to read the one short para-
graph which sets forth the purpose of the policy which will
indicate that the poliey was drawn for the purpose of keeping
the essential requirements of the military and sssentlal re-
quirenents of the rest of the natlonal economy in balance..

- The purpose ag stated 1s:
- "In an emergency the national intercet may dlctate
that the ordering tec actlve duty of aomé reservists be
f delayed tempqrarily.' Some membere of the civillan com-~
ponents are engaged in clvililan occupations'assential to
ectivities eritlcally necessary to the malntenance of
the nationa; hea}th,'sargty or interest. Men with ex-

perience and skills 1n-§uch occeupations will be reguired
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by the Armed Forces and by.the civilian economy in
numbers rar'exccéding‘the aUpply; The Departmen£ of De-
fense is Iinterested in seeing that military manpower ob-
Jectives for these oritical skills sre attaiﬁod“and; at
the same time, that production and research, vital to the
national military effort, are not seriouuly'impaired by
& sudden withdrawal of these critical skills from the
civilian economy. Because the Department of Defense has
these dual 1ntefeatn,‘the immediate military requirement
in a national emergency forreservists possessing such |
7/ skllls must be weighed, balanced, and pedonciled w‘i’th-
thé-civilian requirements to the maximum extent possible

in the interest of national security. "

—

" “fHe Department of Defense then went, as you know, to the

. Department of Labor, and asked what are thecriticel skills,

those that will be in short supply in time of mobilization,

and to the Department of Commerce and asked what are the

essential activities which must go on.

We'took both of those lists and they are appended to thiﬁ
statement of policy, and set up certaln c¢riterla which would
generally require that somebody, before.he would be considered
for delay in being'nailed to active duty, muat be on either or
both of ﬁhon§ lists, or must be oeccupled in a key manageriai
Job'unich was not envisaged in those lists, or be a student or

research worker or something of that sort.
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I think the polioy is all right. I think the policy 1is
good, a5 2 matter of fact. Our exparience to_déte has damoné
strated that it is pretiy gopd¢ I think what you gre_conoerned
with is the operations under the policy.
The Depnntment or_Defenae 1q narconstruetod 88 you very

well krow that the administration of the three separate mili-

t;ry departments is the responsibility of the respective secre-

tarles,

T The policy 1@;?@: the implementation of 1t to the re-

spective military departments. As you know, the mllitary
departments htve been under considerable ﬁrausufa for some time
to build up strong and active reserve forces, and the Con-
gress appropriated considerable sums to insure the accomplish-
menit of that prpose. All of these reservists have been on the
rolls of the military and under the assumption that they would
be uheh the time came available for military service.

But the policy recognized the other requirements of the
national egoncmy, and so it was drawn and we put the polley
between ourselves and what was considered to be the right of
the military to call up people who had entered into a mili-
/tary contraot,‘or who had heen pladud in a military status by
action of the Congress. | P

I think thet we can probably develop any questlons which
you have in mind if you will gimply ask them, and_I will try

as best I know to answer your particular question, or if' you
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-will develop problems which you have, which have gonfronted

you, maybe I can indicate some action which may help allevi-
ate 1t.

MR. ROWAN: What about your drali{ boards?

COLONEL CASSIDY: The Department of Defense has no Jjurls-
dictlon whatsoaever over anyhody who is not a member of the

millitary department. That ls General Hershey's responsi-

Cbiltty.

MR. ROWAN: Is anybody telling CGeneral Hershey anything
about this? ' |

COLONEL CASSIDY: Yem, sir. ‘As a matter of fact, this
pollicy was developed as a result of a request of the Munitions
Board, which is the outside contract agency in the
Department of Defense, and National Security Resources Board
is 1n this.

@eneral Hershey's people were In this, and everything 1in
the Deparﬁment of Defense was in 1%,

MR. ROWAN: fhe reéson I asked that question, the draft
boafds in Texas say that they are not taking orders from any-
body, that they are going to draft them and put them in the
servicés. They are not paylng any attentlon to anything ex-
cept what thelr needs are.

COLONEL CASSIDY: That 1s a matter that I will have to
pass to General Hershey. That l1s his repsonsibility. That

1s the attltude of the men in the loecal hoards.
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MR. HALLANAN: : ¥r. Foster?

MR, FOSTER: In the case of a particular employee

z considered essential by his empleyer to the successful
l

carrying on of the war effort, through what channel, by

\ .
what means, should the appeal be made or the case presented

' |  to the proper Governmental authoritles tc lay the founda-

tion for some definite action in regard to that particular

case?

\ """ COLONEL CASSIDY: If you will take one of these with

. you, sir, I think it will answer your-question speclfically.
; It indicates in'all cases the firsf military contact to
i which that reqﬁest for postponement is to be made.' There
ﬂ are provisions for appeal through military channels in ali
| cases. Ig the case uf the Army, you pe Lo the first ergahQ
ization céammnﬁ.

- MR, FOSTER: Az I understand it, our own meﬁbefship.
followed the procedure that you have outlined. But we
i have not secured any action; or any decision as to
! whether or not ithe person was to be deferred,

| COLONEL CASSIDY: That is an cperational problem. Of

course, as you know, despite the fact thei the Korean

" up against the emergency needs. That 1s still going
| . .
ﬁ forward and we are still acting under emergency conditions,

I think the departments are gnadually'-- in fact they are

gituation mey appe2r 9 be collapsing, we are still building
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pretty nearly in shape now -- to call up people undel’a

planned preogram. I think you will find, maybe upon yqur:

return, that they are already prepared to handié‘jbur re- i

quest,
MR, MATTEIL; If that isn't true, some of these cutfits

are golng to‘get iv bad. |

K . COLONEL CASSIDY: Admiral Bilggs probably brought this
to your attention. The military are suffering now ., The
employers themaeives and employees were perhaps delinguent.
They would not respond to guestionnaires. We have sent
them out for the past four or five yearc and nobody
replied to them. Today, in the military records, we don't
lmow whether a man who yesterday was a private, has
recently been educated and is todey a 1aﬁyer or engilneer,

The records don't show that. The records have changed, bub

because people have failed to recpond to those cuestionnaires

the information 18 not up te date.

|
1
I
i
i

i

MR, MATTEI: If we, acting as a Council ond individuals,

would activate the units in our respective rompanies to
do scmething about answerling those questionnaires; that
would be of material assistance?

COLONEL CASSIDY: Of great assistance, ves.

MR, MEECE: It says here "Initial defermenté of
reservists in critical occupations in essential activities

may not exceed a pericd of six months , and no extension

!
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may be for more than a period of six months.”

In other places I:have had quite a 1little correc-

| pondence along these rame lines. We come up Lo the

:question that deferments can be made only in the case of

indispensible meﬁ. T take the position, wich all due
respect Lo Mr. Truman and Mr, Rcésevelﬁ, that there ig
no indispensible man. If a wan dlec you have o haﬁe
somebody in his place.

e héve a lot of men. It ceenw ta.me the crilteria
of whether or not a man iz to be deferred is whether or
noi he 1o doing more for the natlon's economy in the work
he 1z doing than he would do as a private soldier. I had
that same thing come up in the draft in World War II. On

several ocecasions I had one of our key men deferred and

betitled through not on the baslis of dependency or anything

else but molely on the thoughi that that wan was worth

more in the work he was doing than he would be in the Army

as a draltee.
in that particular case the Appeal Board authorized
the deferment every single time 1t came up. The local

Draft Board drafted them, and we appealed ilmmediately.

In each cace we convinced them that the man wac doing more

for the war effort than bhe would do as a draftee.

“ft All through the regulations that I have seen We come up

with the question of the indispehsible nan, and the quention

I

-
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that he can be deffered only for six months. It seems to

me that somewhere along the lina we should glve cnnsideratibn%,

as to whether he will do more for the war effort as a
_chemist or en operating man in work of that type than

”"h;:ﬁﬁuid as a 2nd Lieﬁtenant or £11ling out papers, or
aa'an enlisted man somewhere else, If he is a key Reservist
and you have trained him for certain things. there is
‘certainly more reason for the Army to take him than would
be the cas§ otherwine.

But certainly in the draft setup, regulations should
be worked out to characterize whether he is doing his work:
where he ls, or whether he should be in the Army.

CULOWEL CASSIDY: That was exactly the reason that.
thg policy was drawn. It 1s just a question of --

MR, NEECE: Does this mean that a men could not be

deferred more than 12 months? In other words, six months;

ﬁ and 2pain six months, or can he be deferred continuelly?

.‘»-l-—"

COLONEL CASS1IDY: Yes, sir. And even at the discretioﬁ
of the service, if 1t develops that & man jc more important
to your service than he 18 to the military, they may put
hiu 1ld inacllve reserve status. This six mon#hs thing,
as somebody s2id a iiﬁtlé'ﬁhilg,agc, in your nwn industry

you cen't make any predicitions on what the requirements .

E ' . : : .
.y are golng to be. Neither can we.

MR- BRIGE K. BROWN: Mr. Mattel asked an swfully pood
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question. I think a lot of pecple would like to stir their

reserviste into answering questiomnaires. You can't very well

call them all together and say "Did you get a questionnaire”?

Is there some standard questionnaire we can get them to
£f1ll out? If so, where 1is 1t?

COLONEL CASSIDY: May I make @ suggestion which has
been made hefore, I think, by Admiral Biggs. I think he

made the same sugcestion once before,

First, understand that as of now a very small percentage

of the reservists are golng to be called up. The effects
are wildespread, The policy says that no i*equet for pc»at?-
ponement will be entertained until the actual call comes.

That was done advisedly, Thai was done to keep everybcdy;

. from putting all his pecple on a 1list, sending the names

in, and saying "We have to have them all deferred.”

But if each of you locally woﬁld.minimize your require-
ments, would take the people that you want té retaih,
dnd.simply go to the local board -- make out a 1list and |
bomg up with a replacement program of your own, and then
g0 to the first fellow in this chaln of appeal and
requests‘and'sayﬁ“zf these people are to be called up, we
are going to ask that these men be delayed." |

MR. BRUCE K, BROWN: You have to do that for each

of the services?

COLONEL CASSIDYs That is right, And everybody realizes

1
i
|
i
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that 1t 1s not enly the individual's position many times
whlch is of com@iete cencern, but his part in a team, in
& trained organizatlcn. If you take the replacemeni sched-
ule down and say "I want this man deferred for Lhese
r@ésons, and here is my total problen go it cén be under-
steod5“ I think thaﬁ thaﬁ would help not only the military
bt gourself in your plannin.é;. | |

M. MATTEI: Where would you so With that waterial?

COLONEL ﬂASSIDY:l To the place which is prescribed
in this pawmphlet, which 1s different.far ezch one of the
Departnents .

MR, VANDEVEER: WMr. Chalrman, In the early part of

Aprdl, 1949, at (he reduest of the HSIB %o the Interlor

Denartment, to the Natilenal Pstroleum Couneil, a commitiee
was formed to make a study of the manpower of the petroleum
industey. That comnititees was appointed on April 26, 1949,
The final report: of thaf sommittee was cn January 26,

1650, Representatives in bthe N3RE, the Interler Department,
the Apny, the Havy, the Labor Departmaﬁﬁ and otheﬁs of
Govermment attended these meetdinse. The commituee labored
for a gocd many moniha and we finélly came up, after
gending out 4 questlonnaire -- and Gnionela we nent ques-
tlunnalrecs tb all phases of fthe peiroleum industry, and

it was well accented when it comes to the number of men

- Lhat were included.
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e had a formule whereby the KRR accepted it an& §¢.a
e were told that this will be -- by th¢ raprcaantntivns er

the NSRB Who stitendsd our meeting - this will be aeeamm;
:aaﬂ we wure reuummandad %0 General Hhrshey, or whnevnr :' ?1
"15 down the 1*ne, 1n the event of an amcrf?=r' -

" that. aommittae report was also 1n the recerds, and 1#
'w111 show that that was ta b& a yurdaticm'whareby this

'“namt type and hhis same information would ga into other
1nduatrinn. Thgre-waa a8 great desl of wark done on that.

 I happan‘to kniow, ga I was chairman of that committes. And
I would Buspecst pﬂabably if you (enﬁleman berck here would

all BY back and raad, maybe for the first time, these o
-raporbs hexre, you have a Pretty 7204 yardstick whgraby you: b

can properly classiry‘your personne].

T am Hond.ering whet happened to ai1 this. As far.as L
';?_1 know 1t is a deau duak and hag bean since January 26,u33l“fff
7-"whon it was Luraed in. o

ks I would likm to preaent ygu with a ﬂepy nr

this report whien I bave in my briefease, becausejit might B
be worth sowething te you. o |
. COLOWEL CASSIDY: Thank you very much.
(Applause.) | -
MR, FOSTER: It 1s my understanding, basgdiau what has
"vJuat been said, that as far az replacement schedules are

- conserned, 1t has no velue except as throwing light upon
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-8 t;hl‘g &éeigz_an whiah might bof reiched as to & particulay cane
! ot n mueuurmlw aﬂ:-r the man has sctually rtﬂim
thi cnll; Is that tru, t:alml?
1 . cex.om cmasmm Jl-m_: I would B8y the replacement
? | 8 ehedula would bn primuy for your m purposses ,
' - MR, mswzm It has no wlm with any Governmental
| - &gcnay, is that tm? Ezeopt as 1t might bear upon the pnint
E : or whnthar J‘ahn Jones, who has besn called, 18 or is :aot_
| to be uken inte the aﬂ’viee? A
‘ ) COLONEL CASSIDY: That narrows it down pretty much. __ / .
| ... YR, POSTER; What should it be narrowed tof

GOLON!L CASSIDY: Heve you any suggestions as to other
~ uses to which that wight be put as far as the militery 1s
concerned?

- WR. POSTER: We had hoped that some such brosd plttqrn
. as bad been developed by M, Vandvur'a camttu might be.
Lo | j,ppnuuo in the case of individual employers as to givm B
| categories of amploynﬂ for muplc, in mumeturing.
Ly GOLOML CABSI’D!’S Fins, &11 that dﬂs 1!! to simply

- _-”F "Here are the fellows we want Pﬂstpmd and here are
| -_the TeRSCONS . what :la an nttemt, as I undnratumd it, ta
S mmtify your own people, Is that right.?

- . - HR. -VAHBEmR: Correct . m ehsaiﬂu‘biens,

QOLONEL cASSIDI; By aategoryg yoa,

m msmz I’b ia t:mly aurul as. Widam of mtmtim
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‘ef an appointmeat as it appliea to a particular case whare

a eail has been issu@d by a praper authariby.
 COLONEL cnsamm n other words, as I unders tand vour

'qusstion, it 13: Is thnre any cansidwration given to suah

“1_' thingn as a hlankab form?

HR ?osrsﬁz Yes, _
COLONEL CASSIDYs No.
MR: FQSTER§1 o sny category of employee 25 against
an individual? |
CGLONEL-CAS.S'IDH No, there 1s not. I cam tell you

that decision'waa mmdn parsanally by Mr Trumen, that there
weuld be no blanknt deferment. And he said he wauld tell
. McGrath that, who had asked that a ot of his P.B.I.

'agenta a8 =8 claas be deferred.

MR, HALLANAH; Any other quﬁstions, gentltmpn?
(Nb rasponse.)

MR, HALLAE&N; Colonel, we are very gratdful'ﬁa'you

for coming over. We appreciate 1t very much.

 COLONEL CASSIDY: Thank you, wr, Chairmen.
| + HALLANAN;: Gentlemsu, a8 we move along,I wish to
ca11 your attention.ta a rtport of the spﬁcill,cqmmitt&er
which was,adcpted this afterncon. I quote as rbliawai

“such ageney should be staffed by a deputy'aﬂmin-

1strntar nnd other 1nd1v1duals drawn from the petrol~
- eun 1ndustry, nnﬂ ahould report directly to and be

e Ny Y
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A

'\

. ﬁndné an organizational aetup‘ The .

bbae argnniqétiannl setup 18 that 1t be starf&d:by'pa
/ 14

| men. vﬂ#w 1# that . wc have crossed about ann—half of t

/
bridga. wa vn sat te give canaideration to thﬁ mntter oL

getting tho/hnn whieP will be necessery to carry forth this

orgnnizatian. I B-fii, hope that the Cowncll would give

1mmndiate canaidaratian to whatever idea you mny*huve, that

we miy discuss it frankly now while all the members ara : .7j 

here. | | %Jﬂf:”
xsmmdmﬁtmtmmmtms@muiwnwmtmtf

slther a committes should be appointed on Govermment personnel,

o in some way suggestlons should arise from the membership

a8 to haw this organization should be stafrtd |
S, EATTEI: Wr. Chairman, I wnuld ke te offer a
rusoluhicn that the Chairmen be empdweréd to appniat a
comnittee, any number that he so desiresn, fram this COunail.
to, in the first place, select a depuﬁy adminis&rator
agresable to Mr, Parten and to the secrqtary and that thnt

same cemmlittee be authorized to go ahead after the deputy
" has been selected and get the men that the dcputy'wtnta

to staff his organizntionq
_ HRq_HALLANAHt You heard the mntion.
A YOICE: Seconded.
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MR. HALIANAN: Any discussion? Mr. Jacobsen?
MR. JACCBSEN: Fr. Mattel covered what I was going
to say, which ﬁﬁa*simwly firgt to get the deputy adminis~ e

trator and them help him get the men that he wants.

MR. HALLANANs If you are ready for the quesilon,
all in faver say Ayej ccntrary, No.
(A volce vote was talken.)

¥R, HALLANAN) It is 50 ordered.

Admiral Biggs, in comnection with the matter u5 .,'f.$”.
been discussing a few moments ago, I think There are uaﬁ§f   =
things you have to say to the Council. I would be glad
1£ you would do s¢ &t this time.

ADMIRAL BIGGS: This ls certalnly 2 long-suffering oub-

£14, believe me. You have been listening to me for the past

" year and a half. There are ome or two littls pelats I

would like to stress before we Linish,

One of them, I beliave, was meniloned by the Chalrman

“of the Aeronautilcs Board and thet is thet this Korean

situation 1s nob to be an end-all of this circus. Actuslly
i1t was the fuse which lighted e chain of events. HNumber
one in that chain of events was & dovbling of personnel
in the armed services, so suthorized and'partially approp~
riated for, |

As a result, you have a continuing problem. Geared

in with thet was the speed of reactivatilon of airplanes and
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Bblps, and 1% developed an.indlcatiun that mothballing of o
thie squlpment was pret {y zood, because you talé them out
of mothballs, sweep the sand out of them, dizagsamble them;rﬁ¥
wash them off, put them back tngether; and pour Bowe
gaeoline in them and aanabodv cari get in them amd fly them.

 Seme of you gentlemen apsocisted with contracting
companies doing that kind of work have & very definite bit
of Information, b&tt&r ﬁhan mineg, on what happered. That
apeeded up your requirements. Iﬂ.&dﬂition to the hasle
consuamption that the new fairplene has, per se, automatically
8nd as & vorollary the gasoline reserve level which you have
to set up for that airplane 15 another additions] require-
ment . |

80 you get fifty groups, seventy groups, ninety groupa,

'_?or what have you, sach time they buen 8o much gasoline

for tralming, so mich £or putting 1t in shape, and aw much

" peserve level in case you have to fight with it, I vquldd-a

like to veming you of that and as your build up of mobiliza-
tion continuer , Ke#aa to the contrary notwitbhstanding,
wou:wiil have this incwégsing rﬁquiranﬂaﬁmr Your requirement

: 1&-Eﬁrea is only about 13;006 a day. S¢ you can se¢ what

you are headed for, _
T would Mke to flulsh thia tirade with this: That had

1t mot heen for chg‘aeﬁien af the HHAﬁ'aa the 13th and

18th of July, 1950, and the action of the Natilomal Potroleum



w13 Counctl on the 23ed of July, 1950, m B  assootated

\

1 ! ‘g'\"-

‘Government help that we received, we ﬁnm well }aw
© Tun out of gasoline long before the Bth of Septen |
i " Japan. And te my knowledge no airplm bas rnllod t;a\mx N

| btuus& of & 1sck of mwlm. to ﬁata. And 1@ was tha )

immediate action taleen without the bantﬂt of /algm,

the Wﬁz of Justise, or Uovernment @omral th&t that

wap effected. And we appreciate it aimmlv.. :
(Applause,) | |

 emd 10
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MR. HALLANAN: The Chailr recognizes Mr. Wescoat to

' present an interim report of the committes on Petroleum

*;,I Storage Capaoity.

STATENENT OF L. S. VESCOAT, PRESIDENT,
THE PURE OIL CONPANY, 35 EAST WAGKER DRIVE,
 CHICAGO 1, ILLINOIS. o
KR, VESCOAT: Mr, Ghairman, I slways hesitate to follow

" Admirel Biggs. William Jennings Bryan was oalled the orator .
“of the platte. I think we will dub him the orator of Washing-

Your committes, Mr. Chairman, was directed to bring the

”tankuge report of October 15, 1948, up to themesent time,

with some additions. Y¥e were to report on the present pro-
po-éq_nrﬁde oil, clean product, thet 1s black oll, storage
capacities; insluding primary and sesondary storage, but

excluding the small Jobber consumer and service station

principal transportation, that 1-,‘by deep water, inland water-
way, pipeline, rail and tank tru;k, each given by P.A.W.
districts in prinolpal areas within P.A.W, districts.

The data nhunnd the storage onpa#ity_not qvnilhble;
such as tank bottom and pipeline fills;. !hc comuittes
appointed & subcommittee of statistiolans and econcmists who
promptly sent out the questionnaires, 95iporceﬁt of which

had been returned.
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The 60-day period o&épsing Bincé the July meeting was
1nadequate.toiget.ai1 the‘information in because it does in-
volve a great.deaiéqr work on the part of the people to whom
those queationnaires éfe directed. We expect to have them
gll in by the U4th of Octobsr and 1t will then take approxi-
mately two weeks to tabulate the results, mso that the report'
should‘be in the hands of the committes within 30 days.

However, the request with reapect to secondary storage
is nufficiently broad. thut it 1s doubtful whtther or not the
information originally cbtained will cover that particular
phage fully, Also, the request with respect to the classi -

cation by means of transportation would not be accurate in

‘that the various storage points will have various tran#pcrtaé-

tion media,

Therefore we couldn't classify those aocurétely, but
we believe the information as presented will be sufficiently .
Indicative of the type of transporation one or mofe forms
of which will be availeble. To that extent 1t will probably
be sufflcient for the purposé requested,

The réport willl be made available to the chéirman ﬁr-the
committee 1mmediately'upon completion, and a formal report
will be.made a2t the next meeting if 1t 1is held 30 days there-
after, |

MR, HALLANAN: - Thank you, ﬁer&'much, Mr. anoé&t.

I deaire to present Mr. Hugh Stewart, Director of the .
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13 011 and Gas Diviston.
| STATEENT OF HUGH STEWART, DIRECTOR;
' OIL AND GAS DIVISION,
MR. STEWART: Gentlemen, after everyone else has talked
‘a8 fluently and effectively as you have heard so far today,
there 1s very little left for me to say. I gremtly abpreci-
ate theﬂfact that the Council 1is going to give us advice on
thg type of orgenization, that the companies Included are |
/ going to furniah the men, énq that Mr. Parten and the Secre-
| tary will have gdvice, perhaps by selectlon or drafting, for
a deputy administrator.
) In that connection; since I am more or leas in the
caliber of a sargent -- I had two corporels and four:holdiera
in my troop — 1'§ah assure you'that we will do ocur level

best to take care of the high points, the most urgent polnts,

between now and the time that you gentlemen get some rein-
f orcements in herq.to take over.
1 However, we do have some things that have to start very,
very promply. You have heard of this avietion gas problem, you
l know the problem of exchangé and transfer of components, and
| . \ we'hgﬂt a lot of factors to work out with respect to those, and

\E we have to do it now. We don't have the manpower to do 1it,

2 or at least to do 1t satisfactorily, sco I would certainly urge

E : Ithat you get some reinforcements 1ln here promptly.

ﬁf Thank you.

;; e - e -

{
H
{
!
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. JPh i (Applause.)

MR. HALLANAN: Gentlemen, on the committee whlch was
jusﬁ authorized a few milnutes ago for the purpose of securlng
government personnel for the oll and‘gas division, the chair
desires the announcemént of the following committee: 'Mr.

W. Alton Jones, Chairmang Dr, wm;aﬁn, Eq ﬁarren, Mr. Mattel,
Mr. Holman, Mr. Swensrud, Mr. Follis, Mr, Marshall, Mr.
Jennings, Mr. V. I. Graves, Mr. Rodgers, Mr. Rodman, and
Mr. Blausteln.. B/LMJ/; ﬂ le‘u_[/\) Wi (,-‘,Vr'"&"‘«vb ur’tﬂ.{..t.m,-h — {1 f
‘I hope, My, Jones, that 1t may be moasible for you to
have a meeting of-your commlttee 1mmadiately ffollowlng the

ed journment of thils 2oungll. ¥e heve gone az far as we can

untli your committee begins to function.

I hope if it becomes necessar»y that the commlittee may re-

§

naln over tonight and glve the kind of response and cooperas-
tilon to Major rParten, ifr. Davidson énd Mx. Stewart which will

show that we mean busliess. We zre here to glve our coopsra-

IR g e R T i

LI

f Vtion and gilve if in a way that means that they can depend upon
;;ﬁ,m,active support of this Council and the whole indugﬁpy,(, o
Do you have any comment, Mr.Jones, to make‘ébout your
nezting of the committee and when you might meet? I know
gome members might want to leave sarclier.
"MR. W. ALTON JONES: Mr. ’C\hairman, I am sure that none
of us are decelved about the fact thet the appointment of a

gormittes on perscnnel doesn't solve this problem. I suppose

Py
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st thit 1s one of the characteristics of an'orgunlzation such as
'aurl. Wy get toguthar an& face a'pfbhlﬁm. sgomebody appoints
" a committee, and the rest of you all go hbme and forget about
/ 1t |
o There ars two thingi and only two fhingn that I ¢an
fhink of at the moment that I want te'eﬁﬁhanize. One is that:
we munt quickly det-rminc.(prJan quiekly as ponniblerﬁetermino;x
for the guidmee of the eomittee, the status of the men who )
are going to be ;lknd to come to Whlhington I think tharq
,¢. f.¢‘ia a good deal tn be done in thnt rcunrd. _ I

Most of you know that we hnvn got to turn to perhaps the
same group of men that helped staff the Potroleum Administra-~
tion for Var, because ve haven's anybody else to look to to
quiokly implement an organization such as we are talking
about.

Some af theue_mon have already pald.a ssvere penalty
thinking in terms o? their personal futures in offering tﬁeir
servides and dqgicating thelr services to the government.

ﬁﬂsbﬁciof them for five years or more spent most of their time
- in Washington. The pnrade in some cases went by, insofar as
'thqir own advancement and advtnoomnnt in their companies was
eonuernad. |
I am sure thlt some of thefien that we will ask to call
back will face aoriounﬂ.;eaononic gonsequenco-. Part of that

-
ean bhe nllavia%ad:an&fonq of the first subjeetn that I think
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the committee will need to consider 18 what kind of an
arrangement we can work out with the agencles of government
to define the status‘of these men.

One thought hés occurred to me that perhaps the;”can Bé
cOnsidered.as consultants and not Just hired government emnsﬂ
ployees, and that the relationships wlth the companles from
whom they will be drawn will not be completely upset, and }
their annulty status, or other statué with thelr companles, j
wlll be destroyed hy virtue of their leaving and coming doqﬁ;
here in governmenf service. |

Thémse&oﬁd_ﬁoint iswtﬁiézr £hére'1; no-éoubt in my mind
but what the petroleum industry has in 1ts.rank plénty of

men to ataff this Organization./}l‘know you fellows well

" “enough to X¥mow that you don't give easlly. You will start toxf

think of reasons beforej?ou get héme as to how and why you

shouldn't give up so and so for a term of service.

Fi i waﬁt”ynu to think about your responsibllity and the
opportunity which thls industry has In solving 1ts own prob-
lems in thls emergency. As far as I ¥now, no other industry
of the United States had the same chance as did the petroleum
Industry, of working out itas own problem in the Second World
War. That 1z the reason why I think we were able to do a
reasonably good Job, or I think the best Job that was done
by Industry.

Now we are back at it sgain. Up to now the emergency is
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J3r7 not as great. The draft ln polint of numbers will not be as
severe, but each of you men here present will have to help in the

solution of this problem.

/ Your committee. 6f 6 7 or 8 can't do 1t.dff don't want

-

.............. !

( committee and I got aick and tired of 1t.“ The excuses were }
z*x.all the same.j So I ask thnt you consider your roaponnibili-
tieu and don't assume that thia committee can beat its brains
out trying to make talent where 1t dcesn't exist. :

’ There 13 Just a certain amount of glve and take in ,;)
this buaineas which we have all got to agree to //Hith your
help 1t will help the men in this room. i'he busindss of
staffing Mr. Parten's organization is not insurmcuntable,

'but without your help we can't do & thing about 1t.

Mr. Chairman, we accept the responsibllity for this

Job with some hesitancy and roiuctance, but with confidence,
that we can get you fellows to do the Job. ; th1nk perhaps .
H%f Mr. Parten 1s free, we will convene & meeting of the per-
ﬁonnel committee following this sesslon.
- MR. HALLANAN: Thank you, very m;;}:»w T

Ma Jor, you have some remarke to mzke, I believe,

Mr. Parten: I fully apprechpte ghe statement that 3
gﬂgh made a whilé ago, that he h;; two corporals and three

privates. I think he d41d a marvelous Job with the manpower

they had.
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I may say he had good privates and good corporals. We

are now'up againet real steel in this problem. I can't bhe-

gin'to emphaslize any too much the importance -- to the men
éppointed on this committee -- that they be prepared to keep.
their noges to tﬁa grindstone until we get a deputy admini-
strator to do this job. |

6ne of the reasons for the confusion that we have had
already about this job 1s because we Ju@t‘hadn't‘deoided on
what kind df an organization it would take aﬁd who the devil
was golng -to do the job. VI am here on a part-time basis st
the request of the Secretary of the Inter;or. I am going to_
be at yéuf service., I am going to do my-lével best to help
Yyou get the proper man for this job.

But, gentlemen, it all goes back to the members of‘thié
committee, the members of the oil companies 1in this room. You
have got to give up some men. As I visualize this fhing, ir
we took a week to get that deputy administrator, it can have
some very, very serious consequences.

I know Mr. Jones will welcome the suggestion of any member

~of this council as to men who might be willing to come down

here to serve, and whom we might draft. If any of you have

1deas on your minds on personnel, give them to us.
Mr. Jones has a good committee. I am\-&bei{ting to work
with him with 2 lot of pleasure.

Thank you.

[EIe
R
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J£o MR. W, ALTON JONES- I would like to make one more ob-

servation arter that last remark~j I remember very well help-

ing to starr a personnel committee wlth their personnel problem
) in World War II., It was a common complaint among many of the

01l companies and shaller companles particularly, that the

staff was made up largely of large company men. There was

some resentment on the part of small organlzations.

I assure you that thét wasn't because the personnel com-~
mlittee had any preference for large comﬁanies or blg-company
personnel. It was siﬁply because we couldn't find them any-

. where(elsé,' |
) =*Th;é dﬁﬁﬁéil, the National Petroleum Council, a large
. majority of the membership 1s made up of Bo-called small com-
| panies. I hope that the personnel committee will‘have the
~help of the so-called small companiea.‘ I don't know Just
. what & small company 1s8. I have heard several definltions,
~but none of them suit my book.

I hope you men who consider yourselves small companies

will help in suggesting to the personnel committee available

HaJor'Parten would rather have them because he doesn't want to

get mixed up with these big shots any more than he has to.
(Laughter.)

mm s
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/ . M. HALLANAK: (Gentlemen, when I Bgued she czll fovr

| this meeting Just e week ago, there wae a great deal of
| confusion, -a greal deal of anxlety about what wae polng to
heppen here 1n Washington. I am glad that I called this
.special meeting for today because I tbinﬁ we already see
the frulte of clavificntion which hove come ffrem 16, I
ey thet there wes a pood de2l of concern yesterday after-
noon ahout the relerce thoet went to.the newepapers, about
Lhe Briercy Resources fdministration set-up. I am very
gratified to find thic relssae which har dbeen lasued. and
which ceeny to me points up the wffectivencses of thié
meeting that the founcil has hed todny with the Eecretary
) of the Interiu?fénd the menvers of‘hiz atoff.
May I redd it briefly:
“ﬂéﬁvetary of the Inbericr Osaar L. Chupmen
soday directed that lrmediste cteps be taken %o
- gotablich an independent defense petroleum adrinis-
teatlon Lo adminlcter the defenne responsibilltiles
? | : ragpacting petrsleun and natural gﬁﬁ delepnited to the
- Becretary of the Interior by the Defense Production
Aot of 1080.
;Fﬂlldwihﬂ & meeting with the Natienzl Petroleum
Counedl 2t which he had recommended the creation éf
rn independent crpanization to administer o1l and

e defence matiers, the Seerefory ealdt
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1 ' 11 have asked Mp. J. R Parten, recently appointed
“8 2 conaulbeni ou the fdrmatiun and development
of & Nailonal Defense Petroleum Program, to proceed
at once with plans and programs for the establishment
of a2 Delense Petroleum Administration. This agencyﬂ
under the operabilng direction of a Deputy Petroleun
rdminictrator, will be an independent agency reporting
to and taking directiona—solely from mwe as Patroleum
Administrator. This vertieal typre of orpanlzetion is
consisuent wlth the swyperiions I have made to the
National Pedroleun Covneil agd with the recommendations
of thal Councll om vrgenizavicnsl metters in the
precent emerpency.

"Vihe ascignmeny of the Di“ector of the present

01l an& Gag DiVA ion of the Department of the Interior
b a'puﬂition'within vhe framework of a propoééd
Hinerals and Tnergy Adminlsteatica ic pur&ly temporary

and invended sfolely to ©i1L the gap in rime until

f
o

opeclal organilzalion i'or oll and pag can be developed
andrnut inta operacion. '

-"’l;-. (énpi)idt{u!ﬂ )
N

M. GINLLANAN: Xt geemt Lo me that we come to the clome
S or Lhiy meeting with @ vonbletely catisfactory statement

s au,to the Gbjectlves of the Secretary in this gartieular.

hou muy I say that thu, in realiiy, was an ad Journed
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meeting of the regular meeting of July. The next regular
meeting of the Council would ordinarily come dwring the
latter ten days of October. I\should think that by
October, later 1ln the month, it will be deslrable to
proceed and have the regular meseting of the Councill. It
seems t; me that events are maving‘rgpidly enough, that
| thg-cauncil wants to keep up with what 1s going on, and
unless there is sbmp ¢hange or scme reason for change, you
can look forwnrd to bhe-regilaé meetlng of the Couvncll
within the latter part éf Qctober.

| The agenda has been completed. We are not open for the
%.cgnsiﬁaratioﬁ of new busineés. I would weloome any sugges-
. ﬁionﬁ that the membershlp has abgut any future activities
1'§r:any future matters for the Council to consider. :
MR. SPENCEﬁa--Hr. Chairman, I have 2 brief quastilon
that I would iik@ to ask Major Parten or Mr. Stewart. I
thiﬁk it is quite-impartant. Ve certalnly baye made
canétrugtiyg prograss'hgrg today. I think we have clarified
'_mnny things to r&mova soncern ggd anxlety. Thafe 1# one
 thing remaining that still bothers mwe, particularly ss
chairman of the Transportation Committee, and that is that
the Seerﬁtary of the Interior still does not have complete
| Jurisdiction over the oll and gas industry.
| A VOICE: Lcuder$‘pliase. |

MR. SFENCER: One thing that bothers me is that the
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Secretary of the Interior still does not have complete
jurisdiction over the oil and gas industry for war mobll-
ization purpocses. |

As you recall, Mr.‘Chairman,-when we were den here to
dlscuss transportation matters early in September, they
were in process of drawing the Executive Order distributing
and delegating these deers; At that time, as the Execu-~
tive Order was drawn, all of the transportatlon facilities
of petroleum and natural pgas were delegated, as I recall
it, to the Superintendent of Car Service in the Interstate
Cormerce Commission. By heroic efforts of Major Parten
and Howard Marshall, we were able to Jar loose from the
I.C.C. the pipelines, Both 0oll and gas. But as I understand
1t there still reposes with the Superintendent of Car
Service in the I.C.C. the tank cars, ;he barges, the trans-
portation trucks, anﬁ even the storage facillties.

That, gentlemen, we can't operate in that Way.. I
wonder 1f I could have a word from Major Parten, perhapé;
or Hugh Stewart, to let us lmow what the status may be at
this tiﬁe, of the jurisdiction oveér the balance of our

transportation facilitiles.
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MR. PARTEN: Mr., Chairman, I realize that that is a
problem that we face. It doesn't make sense. I know

thﬁse of us here on the ground didn't have s chance to say

a word when the order delegating_authority was about to be

issued.

We all know In time of serious'em@rgency these pipe

~ llnes and barges and lake tankers really become plant

facilities., Tank cars don't get exactly in the aama cate~

gdry because they’have to take thelr place in line with

treine. There is no outside transportation that 1s invoived
with pipe lines serving oll-producing wells,

"manufacturing plants, and supply terminals.

It is my hope that we may get some clarification of

that. Hughijust told me that as far as he knows, the status

of the thing right now is as Mr., Spencer has stated.
I think all of us recognize that something ﬁuat be done
about it before we fipish thie Job.

MR. SPENCER: 1Is pipe line storage proposed in one
place and pipe lines in another?

MR. STEWART: All storage is with
the Car Service of the I,C.C. Anything that has to do
with the handling of materials or shipment of personnel.
We have recognized that as one of the most
serlous probleps that we have to work out interagencywise.

We have made some contact toward starting negotiation
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Gas Administration. I hope within the next feﬁ days
that we will be able to méke some real ateps'farward on
that.
MR. HALLANAN: Mr, Nielson? - |
MR, NIELSON: I don't inow whether this thought has
teo much mqrit.' I was v1§1t1ng 1aat_nigh£ to Mr. Knudson,
whe was appointed to that poeltion. Having lmown Mr.
| Knudson for some years I do feel that until such time as
the relationship 1s worked out it would put.é line of
authority on transportation from this body to transporta-
tion. |
I do believe a great deallor cooperation could be
had from Mr. Knudson if scmebody wére working with him. -
WR, HALLANAN: Mr, Spencer, it oceurs to me that 1%
would be-appropriatg, particularly‘frdm you as chalrman |
of the Transportation Committee, to offer a motion for
_coﬁsideration of the Council, that it i the sense of the
National Production Council that in the drganization of the
petroleum 1ndustry7for this natlonal emergency, it is highly
essential that all transportation faciiilties relating to
the handling of petroleum or petrolsum products should be
under the Seeretary of the Interiocr as the Putréleum
Aéministrator for War.

MR. SPENCER: I am very happy to offer =much a moticn,
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Mr. Chairmen.

MR. BAKER: Would that include tankers?

MR, HALLANAN: Yes. | |

MR. STEWART: I wouldn't say‘tankéfﬁq

MR, SPENCER: I think we should exclude the tankers.
Forp certain Jurisdiction purposes you should excludeftank
ears.

The secretary of the Transportetion Committee again
tells me that the bhible covers this very sufficiently, to
wit, the January repert of 1949 6# how we should deal with
these problems in an emergency. They deal with tankers,
tank-caps, very specifically as to what should be done.

There agalin 1f we will merely follow out the wisdem of the

. past, the problem will be solved.

MR. ROWAN: Wouldn't you also include storage?
MR. HALLANAN: Yes. |
VOICE: Wouldn't you include tank trucks, also?

MR. SPENCER: No.

"VOICE: I want to call your attentlon to the difficulties
. involved. Tank cars are diversified im their use. The

same tank car can handle molassas, gin*probablw, and aleohol,

and gasoline. There is a real difficulity of allocating
tank cars to 1ndustry.

I Just want to point out that complication in trying

o get tank cars uhder the Jurisdietion of the Petroleum
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Administration. I would ke to see it myself, I think
there are diffieulties.
HH. SPRECER: If there 15 no objJection, I didn't xﬁt

: -8 seeond on ny other mntien;anwway, T would like to withdraw'_,

'ff*that and atfor g motion thet 1t be the semse of the

13?1[Gaunnil that we subseribe to the prinsiples 1aid cown 1n

”'f ths Jonnings_nepert of January 1949 with respect to

Juriudieticn over transportation facilitiss.
MR, BALLANAN: You make that motien, that we aﬂbneribt

. %o that and that 1s ouwr position?

MR, SPERCER: Anﬁ urge its adopticn._

MR. HALIANAN: Mr, Ball?

HR?_MAI BALL: Mr. Chatrman, rising to second, I

- weuld 1ike to suggest this modification: that we reiterate
9ur Qubanription, |

MR, WATTET: Question.

MR, HALLARAN: You have heard the ﬁﬂtiaﬁ, and its
secend. All those in,rav9r_indieate'by saying "aye"j
ﬁﬁnﬁﬂﬂg "o, " | ’

@ vqi#e\vo@e was teken.)
MR, HALLANAN: It ie so ordered.
~ If there is no further business, a motion to ad journ
1spin order. o | |
MR. ALTON JONZS: Mr. Chairman, I understand there will

be & prass conference after this meeting, in this reenm.
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| CmR, HALLANAN: Yes.
MR. ALTON Jﬁ!ﬂ&s Roem 6971 has been made avallable

'fl;°te us for a nnoting uf the Committee on Perscnnel. 1
“Tﬁ;uauld like very mich to have you U there right Away.
.  8§.§ of the men have to get away.

VDICE: Mr. Chairman, bcfare we leave I would like -

3 ,ﬁte ‘have this Counell plaee on-the ‘record a vote of appre—
ﬁf“feiatinn fer the werk done by M, Parten and Howard Marshall. 37?

MR, HALLANAN: You have haard the motion. All in -
raver indlcate by aaying‘"aye." _
(A voice vote vae taken.) | ‘
MR, HALLANAN: The motion 1s oarried. The meeting
18 olemed. |
(Whereupon, gt b:45 p.m,, tﬁe ﬁeeting'wal-
' elomed,) | -
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